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SUPERINTENDENT  OF  INSURANCE 


STATE  OF  NEW  YORK 

Insurance  Department 
Albany,  October  13,  1913 

Hon.  Alfred  E.  Smith,  Speaker  of  the  Assembly: 

Sir. —  The  Annual  Report  of  the  Superintendent  of  Insurance, 
Part  V,  containing  1913  amendments  to  the  Insurance  Law, 
decisions  of  the  Court  of  Appeals,  opinions  of  the  Attorney-Gen¬ 
eral,  rulings  and  opinions  on  life  insurance  laws,  reports  on 
official  examination,  miscellaneous  special  reports,  and  schedules 
of  fees  and  taxes  charged  New  York  companies  by  other  states,  is 
herewith  transmitted  to  the  Legislature. 

Respectfully  yours, 


Superintendent 
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MEMORANDUM 

CONCERNING 

BROKERS’  BUREAU 
LICENSING  OF  PUBLIC  ADJUSTERS 
RATE-MAKING  ASSOCIATIONS  BUREAU 
COMPLAINT  BUREAU 

Brokers’  Bureau 

Under  the  statute  (section  143  of  the  Insurance  Law)  no  person, 
partnership,  association  or  corporation  can  lawfully  engage  in  the 
business  of  insurance  brokerage  or  receive  commissions  for 
negotiating  insurance  or  placing  policies  on  risk  in  this  State, 
unless  such  broker  shall  first  procure  from  the  Superintendent  of 
Insurance  a  certificate  of  authority  so  to  act;  and  no  insurance 
company  or  agent  thereof  can  lawfully  pay  commissions  to  any 
person,  not  an  authorized  agent  of  such  company,  except  to  a  duly 
authorized  insurance  broker. 

Pursuant  to  the  recommendations  contained  in  the  report  of 
the  Legislative  Committee,  created  for  the  purpose  of  investi¬ 
gating  the  affairs  of  insurance  companies,  other  than  those  doing 
life  insurance  business,  which  was  presented  to  the  Legislature 
on  February  1,  1911,  a  hill  wTas  presented  to  the  Legislature  pro¬ 
viding  for  the  licensing  of  agents  and  brokers.  This  bill,  as 
originally  introduced,  required  the  Superintendent  of  Insurance 
to  issue  certificates  of  authority  to  act  as  broker  to  persons  who 
were  trustworthy  and  competent  to  transact  the  business  of  in¬ 
surance  brokerage.  The  bill  was,  however,  amended  before  pas¬ 
sage  so  that  when  enacted  as  chapter  748  of  the  Laws  of  1911 
it  provided  for  the  issue  of  such  certificates  to  those  persons 
only  who  were  engaged  or  intended  to  engage  principally  in  the 
insurance  brokerage  business  or  in  such  business  in  connection 
with  a  real  estate  agency  or  brokerage  business. 

Forms  of  application  for  brokers’  certificates  of  authority  were 
prepared  in  accordance  with  the  provisions  of  this  statute  and 
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furnished  to  applicants,  and  a  total  of  11,818  applications  were 
filed  thereunder.  In  passing  upon  these  applications,  it  appeared 
that  the  practice  of  agents  of  insurance  companies,  particularly  in 
the  smaller  cities  and  villages  of  the  State,  in  placing  surplus  busi¬ 
ness  as  brokers  with  the  agents  of  other  companies  and  receiving 
commissions  thereon,  would  be  illegal  under  the  provision  of  the 
statute  limiting  the  issue  of  brokers’  certificates  of  authority  to 
persons  principally  engaged  in  the  insurance  brokerage  business 
or  in  such  business  in  connection  with  a  real  estate  agency  or 
brokerage  business;  and  that  an  amendment  of  the  statute  was 
necessary  in  order  to  remedy  this  defect.  Accordingly  the  statute 
was  amended  by  chapter  1  of  the  Laws  of  1912,  so  as  to  permit 
the  issue  of  brokers’  certificates  of  authority  to  persons  engaged 
or  intending  to  engage  principally  in  the  insurance  business,  or  in 
such  business  in  connection  with  a  real  estate  agency  or  brokerage 
business. 

Under  the  statute  as  amended,  it  appeared  that  substantially 
all  persons  having  a  real  interest  in  the  insurance  business  could 
qualify  for  brokers’  certificates  of  authority,  and  10,638  certificates 
were  duly  issued.  It  developed,  however,  that  certain  individuals 
who  had  theretofore  engaged  in  the  business  of  insurance  broker¬ 
age  in  connection  with  some  other  calling  could  not  conscientiously 
make  the  statements  required  by  the  statute,  and  their  appli¬ 
cations  for  brokers’  certificates  of  authority  were  necessarily 
denied.  This  at  once  raised  the  question  of  the  constitutionality 
of  the  statute  limiting  the  issuance  of  brokers’  certificates  of 
authority  in  this  manner,  and  the  question  was  determined  ad¬ 
versely  to  the  statute  by  the  Court  of  Appeals  in  November,  1912. 

Prior  to  the  presentation  to  the  courts  of  this  constitutional 
question,  the  Legislature  again,  by  chapter  172  of  the  Laws  of 
1912,  amended  the  statute,  incorporating  therein  the  original 
recommendation  made  by  the  Legislative  Investigating  Com¬ 
mittee  that  certificates  of  authority  be  issued  to  persons,  partner¬ 
ships,  associations  and  corporations  who  were  trustworthy  and 
competent  to  transact  the  insurance  brokerage  business.  This  test 
applied  to  all  applicants;  and,  in  addition  thereto,  the  test  of 
principal  occupation  was  retained  and  prescribed  for  applicants 
residing  in  cities.  The  decision  of  the  Court  of  Appeals,  however, 
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mad©  necessary  a  further  amendment  of  the  statute,  eliminating 
therefrom  the  unconstitutional  test  of  principal  occupation. 
Accordingly  the  statute  was  again  amended  by  chapter  12  of  the 
Laws  of  1913,  which  became  section  143  of  the  Insurance  Law. 
From  this  amendment  the  unconstitutional  provision  of  the 
former  statute  was  omitted  —  the  Superintendent  of  Insurance 
being  required  thereby  to  issue  brokers’  certificates  of  authority 
to  persons,  partnerships,  associations  and  corporations*  trust¬ 
worthy  and  competent  to  transact  the  insurance  brokerage  business, 
without  any  other  limitation  or  restriction. 

Under  the  provisions  of  the  statute  as  amended,  forms  of  appli¬ 
cation  have  been  prepared  and  furnished  to  applicants,  and  on 
July  1,  1913,  8,681  such  applications  had  been  received.  These 
forms  of  application,  requiring  answers  to  some  twenty-five  or 
'thirty  questions,  were  framed  to  develop,  so  far  as  possible,  the 
facts  relative  to  the  education  and  previous  business  experience 
of  applicants  and  their  knowledge  of  the  insurance  brokerage  busi¬ 
ness.  Each  applicant  has  been  subjected  to  such  further  investi¬ 
gation  as  the  facts  set  forth  in  his  application  seemed  to  require. 
In  addition,  applicants  residing  in  the  Metropolitan  District  and 
the  larger  cities  have  been  required  to  submit  to  oral  examinations 
supplemental  to  their  respective  applications. 

The  task  of  examining  these  applications  and  conducting  in¬ 
vestigations,  recording  the  results  thereof  and  issuing  the  cer¬ 
tificates  of  authority  required  by  the  statute,  involving  an  enor¬ 
mous  amount  of  executive  and  clerical  work,  has  necessitated  the 
organization  of  a  Brokers’  Bureau  comprising  several  examiners 
and  investigators  together  with  clerical  and  stenographic  assistants. 
This  Bureau  is  organized  in  two  divisions  —  an  examining  divi¬ 
sion  at  FTew  York,  engaged  in  examining  all  applications  and  in¬ 
vestigating  all  applicants,  and  a  record  bureau  at  Albany  for  the 
receipt  of  applications  and  fees,  the  making  of  necessary  records, 
the  issue  of  certificates,  the  conducting  of  correspondence  and 
other  clerical  work.  Although  as  a  result  of  the  investigations 
made  only  twelve  applications  have  thus  far  been  rejected,  it 
would  appear  that  the  high  standard  of  fitness  prescribed  by  the 
statute  and  the  seaching  inquiry  into  the  competency  and  trust¬ 
worthiness  of  the  applicants  which  has  been  made  thereunder  have 
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deterred  many  hundreds  of  individuals,  formerly  engaged  in  the 
business  of  insurance'  brokerage,  from  making  application  for 
certificates  of  authority.  This  is  shown  in  particular  by  the  fact 
that  the  number  of  applications  for  brokers’  certificates  of  au¬ 
thority  received  in  the  year  1913  is  less  by  3,000  than  the  num¬ 
ber  of  applications  received  for  the  year  1912,  when  the  only  test 
was  that  the  applicant’s  principal  occupation  should  he  the  insur¬ 
ance  business. 

All  brokers’  certificates  of  authority  issued  by  the  Superin¬ 
tendent  of  Insurance  under  section  143  of  the  Insurance  Law  are 
expressly  made  subject  to  revocation  for  cause,  which  includes 
violations  of  the  Insurance  Law,  fraudulent  practices,  incom¬ 
petency  and  untrustworthiness.  The  records  of  the  brokers  which 
are  contained  in  their  respective  applications  form  not  only  an 
index  to  the  persons  engaged  in  this  business  but  the  foundation 
for  any  investigation  which  may  be  made  necessary  by  complaints 
against  them  for  misconduct  as  brokers;  and  this  power  of  revo¬ 
cation,  together  with  this  record,  it  is  expected,  will  operate 
indirectly  to  prevent  the  misconduct  which  could  be  so  easily 
punished  by  depriving  the  offender  of  his  means  of  livelihood. 

Licensing  of  Public  Adjusters 

Chapter  522  of  the  Laws  of  1913,  which  became  law  on  the 
15th  day  of  May,  1913,  provides  that 

No  person,  partnership,  association  or  corporation  shall,  after  July  first, 
nineteen  hundred  and  thirteen,  act  as  a  public  adjuster,  or  receive  for  or 
because  of  services  rendered  in  the  adjustment  of  any  claim  or  claims  for  loss 
or  damage  by  fire  under  a  policy  or  policies  of  insurance  upon  property 
within  this  state  any  money  or  commission  or  other  thing  of  value,  without 
first  procuring  a  certificate  of  authority  to  act  as  a  public  adjuster  from  the 
superintendent  of  insurance. 

The  superintendent  of  insurance  shall  issue  such  adjuster’s  certificate  of 
authority  to  a  person,  partnership,  association  or  corporation,  applying 
therefor,  who  is  trustworthy  and  is  competent  to  transact  business  as  a  public 
adjuster  in  such  manner  as  to  safeguard  the  interests  of  the  public. 

This  statute,  which  comprises  section  138-a  of  the  Insurance 
Law,  is  identical  in  its  provisions  and  operation  with  the  so-called 
“  Brokers’  License  Law  ”  (section  143  of  the  Insurance  Law)  and 
was  enacted  in  response  to  the  popular  demand  for  the  regula- 
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tion  by  the  State  of  the  business  or  calling  of  public  adjuster  of 
loss  or  damage  by  fire,  the  necessity  of  which  has  been  demon¬ 
strated  by  the  recent  revelations  concerning  the  so-called  “ Arson 
Trust.”  The  peculiar  character  of  the  work  of  a  public  adjuster 
and  the  many  opportunities  which  it  offers  for  injury  to  the 
public  and  for  private  gain  through  conspiracy  and  confederation 
with  criminals  and  incendiaries  makes  this  occupation  pre- 
eminently  subject  to  governmental  regulation. 

Pursuant  to  the  provisions  of  this  section,  forms  of  application 
for  certificates  of  authority  as  public  adjusters  were  prepared, 
similar  in  most  respects  to  the  forms  of  application  which  were 
prepared  and  used  in  connection  with  the  issue  of  broker’s  cer¬ 
tificates  of  authority.  The  total  number  of  applications  which 
had  been  received  on  July  1,  1913,  was  seventy.  These  appli¬ 
cations  were  framed  with  a  view  to  ascertaining  the  previous 
history  and  experience  of  the  applicant  and  his  competency  and 
trustworthiness  to  transact  the  business  of  a  public  adjuster  in 
such  a  manner  as  to  safeguard  the  interest  of  the  public.  Each 
applicant  is  being  subjected  to  such  further  investigation  as  the 
facts  developed  by  the  application  seem  to  require.  In  particular, 
all  applicants  residing  in  the  Metropolitan  District  are  being  ex¬ 
amined  personally  and  their  relations  with  insurance  brokers, 
through  whom  they  appear  to  obtain  the  greater  part  of  their 
business,  are  being  carefully  investigated;  and  in  each  case 
specific  inquiry  is  being  made  of  the  district  attorney  and 
Fire  Marshal  for  the  purpose  of  obtaining  such  information  as 
these  officers  may  be  able  to  furnish  with  reference  to  the  appli¬ 
cant. 

Rate-Maxing  Association  Bureau 

Section  141,  which  was  added  to  the  Insurance  Law  pursuant 
to  the  recommendations  of  the  Legislative  Investigating  Com¬ 
mittee  in  1911,  charged  the  Superintendent  of  Insurance  with 
the  supervision  of  rate-making  bodies.  The  statute  originally 
applied  only  to  rates  for  fire  insurance  on  property  located  in  this 
State.  The  Legislature  of  1912,  however,  amended  the  law  so  as 
to  include  all  rating  agencies  except  life  and  marine.  For  the 
systematic  handling  of  the  work  devolving  upon  the  Department' 
under  this  law  a  separate  bureau  was  created  and  placed  in  charge 
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of  an  examiner  with  one  assistant.  Other  assistants  have  been 
drawn  from  the  staff  of  examiners  from  time  to  time  as  the  neces¬ 
sity  arose. 

It  has  been  definitely  ascertained  that  there  are  at  present 
fourteen  active  rating  bodies  subject  to  the  provisions  of  the  law. 
Seven  of  these  make  fire  insurance  rates,  two  make  rates  on  plate 
glass,  two  make  rates  on  surety  bonds,  one  fixes  workmen’s  com¬ 
pensation  rates,  one  burglary  rates,  and  one  rates  on  sprinkler 
leakage  insurance.  In  addition  to  these  there  exist  two  other 
rating  bodies  that  are  not  active  at  the  present  time. 

The  following  schedule  shows  the  examinations  which  have  been 
made  to  date  by  this  bureau: 

Underwriters’  Association  of  New  York  State:  Report  submitted  but  not 
filed  pending  a  supplemental  examination. 

New  York  Fire  Insurance  Exchange:  Report  filed. 

Burglary  Insurance  Underwriters’  Association:  Report  not  yet  sub¬ 
mitted. 

Plate  Glass  Underwriters’  Association:  Report  filed. 

Plate  Glass  Service  and  Information  Bureau:  Report  filed. 

Excise  Reinsurance  Association:  Report  filed. 

Sprinkler  Leakage  Conference:  Report  not  yet  submitted. 

The  Workmen’s  Compensation  Service  and  Information  Bureau:  Report 
filed. 

The  Automobile  Underwriters’  Conference:  Examined  during  the  latter 
part  of  1911  and  report  filed  early  in  1912. 

The  two  inactive  bodies  have  also  been  examined  and  reports 
thereon  filed. 

The  conditions  disclosed  by  the  examinations  thus  far  made  con¬ 
clusively  prove  that  there  existed  an  urgent  need  of  a  proper 
supervision  of  the  rating  functions  by  the  State. 

The  rates  and  rules  of  the  Underwriters’  Association  are  made 
effective  through  the  operation  of  local  boards,  of  which  there  are 
approximately  one  hundred.  Some  of  these  are  incorporated  and 
others  are  voluntary  associations.  Many  formerly  made  rates, 
but  the  rate-making  functions  appear  to  have  been  recently  re¬ 
linquished  to  the  Underwriters’  Association,  although  the  au¬ 
thority  of  the  association  over  the  local  boards  is  rather  question¬ 
able. 

Uone  of  the  local  boards  have  been  examined.  In  this  con¬ 
nection  attention  is  called  to  the  fact  that  under  section  141  of 
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the  Insurance  Law  the  Superintendent  had  authority  only  by 
inference  to  examine  these  bodies.  In  order  to  bring  them  under 
his  jurisdiction  it  was,  therefore,  necessary  to  amend  the  law  by 
the  addition  of  sections  139  and  140,  by  which  all  allied  or 
affiliated  bodies  of  rate-making  associations  were  made  subject  to 
examination. 

The  examination  of  the  two  plate  glass  insurance  associations 
operating  in  this  State  disclosed  that  they  are  rate-recording 
bodies  rather  than  rate-making  bodies,  their  apparent  purpose 
being  to  eliminate  competition.  The  reports  indicate  that  these 
bodies  exerted  insufficient  influence  in  the  reduction  of  expenses 
and  that  the  rates  were  based  upon  insufficient  data. 

In  addition  to  vesting  the  Superintendent  with  the  duty  of 
examining  rating  bodies,  section  141  also  prohibits  such  bodies 
from  fixing  rates  which  discriminate  unfairly  between  risks  of 
essentially  the  same  hazard.  LTp  to  the  present  time  some  one 
hundred  and  forty  odd  complaints,  mostly  concerning  fire  in¬ 
surance  rates,  have  been  filed  with  the  Superintendent  under  this 
provision  of  the  law.  These  complaints  covered  a  wide  range  of 
conditions  from  the  rating  of  individual  risks  to  the  ratings 
affecting  entire  sections  and  counties  and  on  subjects  varying  from 
matters  of  form  or  classification  to  matters  of  construction  or 
municipal  fire  protection.  Thorough  investigations  were  made  in 
every  case  submitted  to  the  Department.  Allegations  of  excessive 
rates  formed  the  gist  of  most  of  the  complaints,  which  in  numer¬ 
ous  instances  upon  investigation  failed  to  develop  the  unfair  dis¬ 
crimination  which  would  bring  them  within  the  jurisdiction  of 
the  Department.  Very  few  formal  orders  to  remove  discrimina¬ 
tions  were  issued  pursuant  to  the  law,  as  in  a  number  of  the  cases 
where  charges  of  discrimination  were  found  to  be  based  in  fact  the 
associations  or  companies  affected  readily  agreed  to  correct  the 
conditions  complained  of.  The  moral  effect  of  the  law  was  further 
in  evidence  in  the  satisfactory  settlement  of  conditions  not 
strictly  within  the  powers  of  the  Superintendent  to  correct,  the 
Department,  however,  using  its  good  offices  to  bring  about 
amicable  adjustment  of  matters  affecting  private,  as  well  as 
public,  interests.  The  enactment  of  section  141  has  introduced 
new  conditions  into  the  affairs  of  rate-making  associations,  and 
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imposed  additional  obligations  upon  them,  and  it  is  a  hopeful  sign 
that  such  organizations  are  as  rapidly  as  possible  adapting  them¬ 
selves  to  the  new  order  of  affairs. 

Complaint  Bureau 

Although  the  Insurance  Department  was  organized  for  the 
purpose  of  supervising  the  business  of  insurance  generally  and 
for  the  benefit  and  protection  of  the  whole  people,  the  fact  has  long 
been  recognized,  and  is  constantly  receiving  greater  recognition, 
that  the  Department  has  also  a  function  to  perform  in  the  pro¬ 
tection  and  relief  of  individual  citizens  in  cases  where  they  have 
personal  need  of  advice  or  assistance  in  connection  with  insurance 
matters. 

Complaints  have  always  been  cheerfully  received  by  the  De¬ 
partment,  and  the  necessary  inquiries  which  they  have  suggested 
have  heretofore  been  made  by  one  or  another  examiner  or  other 
employee  within  whose  particular  province  the  matter  involved 
seemed  most  nearly  to  fall.  The  number  of  such  complaints  has 
naturally  increased  from  year  to  year.  Moreover,  the  work  of 
following  up  the  investigations  made  in  connection  with  com¬ 
plaints,  as  well  as  the  making  of  such  investigations,  proved  to  be 
an  interruption  of  the  regular  work  of  the  various  examiners 
assigned  to  such  tasks.  Accordingly,  on  June  1,  1912,  a  perma¬ 
nent  bureau  was  created  for  the  purpose  of  investigating  such 
complaints  as  might  'be  referred  to  it.  This  bureau  is  in  charge 
of  an  examiner  who  is  assisted  by  two  confidential  investi¬ 
gators,  and  its  work  is  conducted  wherever  necessary  in 
co-operation  with  the  district  attorneys  and  the  United  States 
post-office  authorities.  The  cases  referred  to  it  for  investi¬ 
gation  involve  complaints  by  policyholders  against  companies 
for  unfair  settlements  and  other  grievances,  complaints  by 
the  insuring  public  and  insurance  companies  against  dishonest 
and  incompetent  brokers  and  agents,  the  sale  of  unauthorized  in¬ 
surance  within  this  State,  rebating  and  miscellaneous  complaints. 
It  is  thus  possible  to  make  and  keep  a  complete  record  of  all  com¬ 
plaints  and  investigations  for  future  reference,  and,  in  addition, 
the  problem  presented  by  the  frequent  necessity  of  following  up 
rulings  and  orders  made  by  the  Superintendent  for  the  relief  of 
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complainants,  where  such  relief  seems  warranted,  has  practically 
been  solved  by  the  creation  of  this  bureau. 

The  following  shows  the  number  of  complaints  received  and 
investigated  and  the  results  accomplished  by  the  bureau  so  nearly 
as  such  information  can  be  given  in  schedule  form : 


Schedule  of  Complaints 


No.  of 
com¬ 
plaints  Nature  Closed 

117  Placing  unauthorized  insur¬ 
ance  .  109 


130  Loss  and  claim  adjustments  120 

66  Failure  of  brokers  and 

agents  to  remit  to  insur¬ 

ance  companies  premiums 
collected  .  62 


19  Failure  to  repay  unearned 


premium  .  19 

25  Rebating  .  22 

41  Companies  transacting  busi¬ 
ness  without  authority..  31 


8  Refusal  insurance  company 
to  purchase  or  cancel 


policies  .  8 

7  “  Twisting  ”  .  6 

13  Misconduct  of  agents .  13 

43  Miscellaneous  complaints..  39 

23  Information  furnished .  23 

492  452 


Under 
investi¬ 
gation  Results 

8  97  complaints  upheld. 

93  letters  of  warning  sent. 

4  convictions  obtained. 

5  cases  referred  to  district  at¬ 

torneys  who  failed  to  secure 
indictments.  Agents’  and 
brokers’  license  bureaus  fur¬ 
nished  with  results  of  investi¬ 
gations. 

10  47  complaints  upheld  and  claims 

paid. 


4  59  complaints  upheld.  Warrants  for 

arrest  secured  covering  37 
cases.  Agents’  and  brokers’ 
license  bureaus  furnished  with 
results  of  investigations. 

.  .  12  complaints  upheld  and  premiums 

returned. 

3  7  complaints  upheld  but  evidence 

insufficient  to  warrant  prosecu¬ 
tion. 

10  20  complaints  upheld ;  3  cases  re¬ 

ferred  to  Attorney-General ;  1 
company  voluntarily  retired ; 
licenses  of  4  Delaware  mutual 
fire  insurance  companies  can¬ 
celled  upon  evidence  of 
fraudulent  character  of  their 
operations  submitted  by  this 
bureau. 


.  .  8  complaints  not  upheld. 

1  6  complaints  upheld,  warning 

given. 

. .  9  complaints  upheld ;  agents’  li¬ 

cense  bureau  furnished  with 
results  of  investigations. 

4  26  complaints  upheld. 
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NOTE 


A  consolidation  of  statutes  relating  to  insurance  corporations 
became  law  February  17,  1909,  as  chapter  twenty-eight  of  the 
Consolidated  Laws,  being  chapter  thirty-three  of  the  Laws  of 

1909.  A  number  of  amendments  were  passed  during  the  1909, 

1910,  1911  and  1912  sessions  of  the  Legislature  and  were  printed 
in  Part  V  of  the  respective  years.  Following  are  amendments 
passed  during  the  regular  session  of  1913  and  approved  by  the 
Governor,  and  a  list  of  the  chapter  titles  may  be  found  on  page 
171  of  this  volume. 
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Chap.  7. 

AN  ACT  to  amend  the  insurance  law,  in  relation  to  agents. 

Became  a  law  February  10,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York ,  represented  in  Senate 
and  Assembly ,  do  enact  as  follows: 

Section  1.  Section  one  hundred  and  forty-two  of  chapter 
thirty-three  of  the  laws  of  nineteen  hundred  and  nine,  entitled 
“An  act  in  relation  to  insurance  corporations,  constituting  chap¬ 
ter  twenty-eight  of  the  consolidated  laws,7'  as  added  by  chapter 
seven  hundred  and  forty-eight  of  the  laws  of  nineteen  hundred 
and  eleven,  and  amended  by  chapters  one  and  one  hundred  and 
seventy-two  of  the  laws  of  nineteen  hundred  and  twelve,  is  hereby 
repealed. 

§  2.  Such  chapter  is  hereby  amended  by  inserting  therein  a 
new  section  to  he  section  one  hundred  and  forty-two  thereof  to 
read  as  follows: 

§  142.  Agent’s  certificate  of  authority.  The  term  “  agent  ”  in 
this  section  shall  include  an  acknowledged  agent  or  any  person, 
partnership,  association  or  corporation  wdio  shall  in  any  manner 
aid  in  transacting  the  insurance  business  of  any  underwriter,  in¬ 
corporated  or  unincorporated,  by  negotiating  for  or  placing  risks 
or  delivering  policies  or  collecting  premiums,  but  shall  not  include 
the  officers  and  salaried  employees  of  any  such  underwriter,  who 
do  not  receive  commissions.  Every  underwriter,  incorporated  or 
unincorporated,  engaged  in  the  transaction  of  any  business  of  in¬ 
surance  within  this  state,  upon  the  employment  or  termination  of 
the  employment  of  any  person,  partnership,  association  or  corpora¬ 
tion  to  act  as  its  agent  within  this  state,  shall  certify  such  fact  to¬ 
gether  with  the  name  and  address  of  such  agent  to  the  superintend- 
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ent  of  insurance;  and  shall  also  annually  during  the  month  of 
January,  in  such  form  as  the  superintendent  of  insurance  shall 
prescribe,  file  with  him  a  list  of  the  names  and  addresses  of  all  its 
agents  authorized  to  act  as  such  within  the  state.  Ho  person, 
partnership,  association  or  corporation  shall  as  agent  act  for  any 
such  underwriter  in  this  state,  unless  such  underwriter  shall  have 
fully  complied  with  the  provisions  of  this  chapter  nor  unless  such 
agent  shall  have  procured  an  agent’s  certificate  of  authority  from 
the  superintendent  of  insurance.  The  superintendent  of  insur¬ 
ance  shall  file  in  his  office  evidence  of  the  issuance  of  every  such 
certificate  to  an  agent,  together  with  evidence  of  such  agent’s 
authoritv  from  each  underwriter  for  whom  he  is  to  act.  An 
agent’s  certificate  of  authority  shall  be  issued  only  upon  applica¬ 
tion  filed  with  the  superintendent  of  insurance,  in  such  form  as 
the  superintendent  of  insurance  shall  prescribe.  Every  such  cer¬ 
tificate  shall  expire  on  the  thirty-first  day  of  December  of  the 
calendar  year  in  which  the  same  shall  have  been  issued,  hut  if  the 
application  for  the  renewal  of  any  such  certificate  shall  have  been 
filed  with  the  superintendent  of  insurance  before  January  first 
of  any  year  such  agent  may  continue  to  act  as  such  under  such 
expired  certificate  until  the  issuance  to  him  by  the  superintendent 
of  insurance  of  a  new  certificate  or  until  five  days  after  the 
superintendent  of  insurance  shall  have  refused  to  renew  such 
certificate  and  shall  have  served  notice  of  such  refusal  on  such 
agent.  Service  of  such  notice  may  be  made  either  personally 
or  by  mail,  and,  if  by  mail,  shall  he  deemed  complete  if  such 
notice  is  deposited  in  the  post  office,  postage  prepaid,  directed  to 
the  applicant  at  the  place  of  residence  or  business  specified  in 
his  application.  An  underwriter,  authorized  to  transact  the 
insurance  business  within  this  state,  who  shall  employ  as  agent 
any  person,  partnership,  association  or  corporation  not  having  an 
agent’s  certificate  of  authority  from  the  superintendent  of  insur¬ 
ance  authorizing  him  to  act  as  agent  shall  not  authorize  or  permit 
such  agent  under  his  contract  of  employment  to  solicit  insurance 
or  issue  policies  for  such  underwriter  until  such  agent  shall  have 
procured  a  certificate  of  authority  as  required  by  this  section. 
An  agent’s  certificate  of  authority  shall  be  revoked  by  the  superin¬ 
tendent  of  insurance  if,  after  due  investigation  and  a  hearing 
either  before  himself  or  before  any  salaried  employee  of  the 
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insurance  department  designated  by  bim  whose  report  he  may 
adopt,  he  determines  that  the  holder  of  such  certificate  has  vio¬ 
lated  any  provision  of  this  chapter,  or  has  been  guilty  of  fraudu¬ 
lent  practices.  ISTo  individual,  corporation,  partnership  or  asso¬ 
ciation  whose  certificate  of  authority  is  so  revoked,  nor  any  part¬ 
nership,  or  association  of  which  such  individual  is  a  member,  nor 
any  corporation  of  which  he  is  an  officer,  shall  be  entitled  to  any 
certificate  of  authority  under  this  section  for  one  year  after  such 
revocation,  or,  if  such  revocation  be  reviewed  by  certiorari  pro¬ 
ceedings,  for  one  year  after  the  final  determination  thereof  affirm¬ 
ing  the  action  of  the  superintendent  in  revoking  such  certificate. 
If  any  such  certificate  held  by  a  partnership,  association  or  cor¬ 
poration  be  so  revoked,  no  member  of  the  partnership  or  associa¬ 
tion  or  officer  of  the  corporation  shall  be  entitled  to  any  such 
certificate  for  the  same  period  of  time,  if  the  superintendent  of 
insurance  determine  that  such  member  or  officer  was  personally 
at  fault  in  the  matter  on  account  of  which  the  certificate  was  re¬ 
voked.  The  action  of  the  superintendent  of  insurance  in  grant¬ 
ing  or  refusing  to  grant  or  renew  a  certificate  of  authority  or  in 
revoking  or  refusing  to  revoke  such  certificate  under  this  section 
shall  be  subject  to  review  by  writ  of  certiorari,  at  the  instance  of 
the  applicant  for  such  certificate,  the  holder  of  a  certificate  so  re¬ 
voked  or  the  holder  of  any  certificate  or  the  person  aggrieved.  If 
the  superintendent  of  insurance  shall  revoke  or  shall  refuse  to 
renew  the  certificate  of  authority  of  any  agent  issued  under  this 
section  and  such  agent  shall  apply  for  a  writ  of  certiorari  to  re¬ 
view  such  action,  the  certificate  of  authority  of  such  agent  shall 
be  deemed  to  be  in  full  force  and  effect  for  all  purposes  including 
the  right  to  renewal  until  the  final  determination  of  such  cer¬ 
tiorari  proceedings  and  all  appeals  therefrom. 

This  section  shall  not  apply  to  any  contract  of  life  insurance, 
nor  to  any  contract  of  insurance  upon  or  in  connection  with 
marine  or  transportation  risks  or  hazards  other  than  contracts  for 
automobile  insurance,  nor  to  contracts  of  insurance  upon  prop¬ 
erty  located  without  this  state,  nor  to  contracts  made  by  persons, 
partnerships,  associations  or  corporations  authorized  to  do  busi¬ 
ness  under  articles  five,  six,  seven  and  nine  of  this  chapter. 

Any  person,  partnership,  association  or  corporation  violating 
any  provision  of  this  section  shall,  in  addition  to  any  other  pen- 
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alty  in  this  chapter  provided,  forfeit  to  the  people  of  the  state 
five  hundred  dollars. 

Nothing  in  this  chapter  shall  be  so  construed  as  to  prevent  any 
underwriter  authorized  to  do  business  within  this  state  from  au¬ 
thorizing  a  broker  to  whom  a  certificate  of  authority  has  been 
issued  under  this  chapter  to  act  as  agent  of  such  underwriter  for 
the  collection  of  premiums. 

§  3.  This  act  shall  take  effect  twenty  davs  after  it  becomes  a 
law. 


Chap.  9. 

AX  ACT  to  amend  the  insurance  law,  in  relation  to  the  revocation 

of  the  certificate  of  authority  of  a  foreign  insurance  corporation. 

Became  a  law  February  12.  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York,  represented  in  Senate 
and  Assembly ,  do  enact  as  follows : 

Section  1.  Section  thirty-two  of  chapter  thirty-three  of  the  laws 
of  nineteen  hundred  and  nine,  entitled  “An  act  in  relation  to 
insurance  corporations,  constituting  chapter  twenty-eight  of  the 
consolidated  laws,''  as  amended  by  chapter  three  hundred  and 
one  of  the  laws  of  nineteen  hundred  and  nine,  is  hereby  amended 
to  read  as  follows : 

§  32.  Renewal  of  certificate  of  authority;  revocation.  The 

certificate  of  authority  granted  by  the  superintendent  of  insurance, 
pursuant  to  the  provisions  of  this  chapter,  to  a  foreign  insurance 
corporation  to  do  business  in  this  state,  shall  not  remain  in  force 
for  a  longer  period  than  one  year,  and  all  such  certificates  shall 
expire  on  the  thirtieth  day  of  April  of  the  year  next  following 
the  date  of  issue.  The  statements  and  evidences  of  investment 
required  by  this  chapter  to  be  filed  in  the  office  of  the  superin¬ 
tendent  before  a  certificate  of  authority  is  granted  to  a  foreign 
corporation,  shall  be  renewed  from  year  to  year,  in  such  manner 
and  form  as  the  superintendent  may  require,  with  an  additional 
statement  of  the  amount  of  premiums  received  and  losses  sus¬ 
tained  in  this  state  during  the  preceding  year  so  long  as  such 
authority  continues.  If  the  superintendent  is  satisfied  that  the 
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capital,  securities  and  investments  remain  secure,  and  that  it  may 
he  safely  intrusted  with  a  continuance  of  its  authority  to  do  busi¬ 
ness,  he  shall  grant  a  renewal  of  such  certificate  of  authority. 
Whenever  in  the  judgment  of  the  superintendent  of  insurance  it 
will  best  promote  the  interests  of  the  people  of  this  state,  he  may, 
after  a  hearing  on  notice,  revoke  the  certificate  of  authority  of  a 
foreign  corporation  to  do  business  in  this  state,  prior  to  its  expira¬ 
tion  under  this  section.  The  action  of  the  superintendent  of  in¬ 
surance  in  revoking  the  certificate  of  authority  of  a  foreign  cor¬ 
poration  shall  be  subject  to  review  by  writ  of  certiorari. 

§  2.  This  act  shall  take  effect  immediately. 


Chap.  12. 

AN  ACT  to  amend  the  insurance  law,  in  relation  to  brokers. 

Became  a  law  February  13,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York ,  represented  in  Senate 
and  Assembly ,  do  enact  as  follows: 

Section  1.  Chapter  thirty-three  of  the  laws  of  nineteen  hundred 
and  nine,  entitled  “An  act  in  relation  to  insurance  corporations, 
constituting  chapter  twenty-eight  of  the  consolidated  laws,”  is 
hereby  amended  by  inserting  therein  a  new  section,  to  be  section 
one  hundred  and  forty-three  thereof,  to  read  as  follows: 

§  143.  Brokers’  certificate  of  authority.  The  term  “  broker  ” 
in  this  section  shall  include  any  person,  partnership,  association 
or  corporation  who,  for  money,  commission  or  anything  of  value, 
acts  or  aids  in  any  manner  on  behalf  of  the  insured  in  negotiating 
contracts  of  insurance  or  placing  risks  or  taking  out  insurances, 
including  surety  bonds.  No  underwriter,  authorized  or  permitted 
to  do  business  in  this  state,  or  agent  thereof,  shall  pay  any  money 
or  commission  or  give  or  allow  anything  of  value  to  any  person, 
partnership,  association  or  corporation  not  a  duly  authorized  agent 
of  such  underwriter  for  or  because  of  his  or  its  negotiating  a  con¬ 
tract  of  insurance  or  placing  a  risk  or  taking  out  insurance  or  a 
surety  bond,  unless  such  person,  partnership,  association  or  cor- 
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poration  is  authorized  to  act  as  a  broker,  hso  person,  partnership, 
association  or  corporation  shall,  after  July  first,  nineteen  hundred 
and  thirteen,  act  as  broker  in  the  solicitation  or  procurement  of 
applications  for  insurance  or  receive  for  or  because  of  negotiating 
a  contract  of  insurance  or  placing  a  risk  or  taking  out  insurance 
including  a  surety  bond  any  money  or  commission  or  other  thing 
of  value  from  any  underwriter  authorized  or  permitted  to  do  an 
insurance  business  in  this  state,  or  from  an  agent  of  any  such 
underwriter,  without  first  procuring  a  certificate  of  authority  so 
to  act  from  the  superintendent  of  insurance. 

The  superintendent  of  insurance  shall  issue  such  broker’s  cer¬ 
tificate  of  authority  to  a  person,  partnership,  association  or  corpo¬ 
ration,  applying  therefor,  who  is  trustworthy  and  is  competent  to 
transact  an  insurance  brokerage  business  in  such  manner  as  to 
safeguard  the  interests  of  the  insured. 

A  certificate  of  authority  issued  to  a  corporation,  partnership 
or  association  shall  authorize  only  the  officers  and  directors  of  the 
corporation,  or  the  members  of  the  partnership  or  association, 
specified  in  the  certificate,  each  of  whom  must  be  qualified  to 
obtain  a  certificate  to  act  as  brokers.  The  fee  to  be  paid  to  the 
superintendent  of  insurance  by  the  applicant  for  such  broker’s 
certificate  at  the  time  the  application  is  made,  and  annually  for 
the  renewal  thereof,  shall  be  ten  dollars,  if  the  applicant’s  prin¬ 
cipal  place  of  business  is  in  a  city  and  two  dollars  if  not  in  a  city. 
If  the  applicant  be  a  corporation,  partnership  or  association  such 
fee  shall  be  paid  for  each  person  specified  in  the  certificate. 

Every  broker’s  certificate  of  authority  shall  expire  on  the  thirty- 
first  day  of  December  of  the  calendar  year  in  which  the  same  shall 
have  been  issued,  but  if  an  application  for  the  renewal  of  any 
such  certificate  shall  have  been  filed  with  the  superintendent  of 
insurance  before  January  first  of  any  year  the  certificate  of  au¬ 
thority  sought  to  be  renewed  shall  continue  in  full  force  and 
effect  until  the  issuance  by  the  superintendent  of  insurance  of 
the  new  certificate  applied  for  or  until  five  days  after  the  super¬ 
intendent  of  insurance  shall  have  refused  to  issue  such  new  cer¬ 
tificate  and  shall  have  served  notice  of  such  refusal  on  the  appli¬ 
cant  therefor.  Service  of  such  notice  may  be  made  either  per¬ 
sonally  or  by  mail,  and,  if  by  mail,  shall  be  deemed  complete  if 
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such  notice  is  deposited  in  the  post-office  postage  prepaid,  directed 
to  the  applicant  at  the  place  of  business  specified  in  the  applica¬ 
tion. 

Before  any  broker’s  certificate  of  authority  shall  he  issued  by 
the  superintendent  of  insurance  there  must  be  filed  in  his  office 
a  written  application  therefor.  Such  application  shall  be  in  the 
form  or  forms  and  supplements  thereof  prescribed  by  the  super¬ 
intendent  of  insurance  and  must  set  forth  (1)  the  name  and 
address  of  the  applicant,  and  if  the  applicant  be  a  partnership 
or  association,  the  name  and  address  of  each  member  thereof,  and 
if  the  applicant  be  a  corporation,  the  name  and  address  of  each 
of  its  officers  and  directors;  (2)  whether  any  certificate  of  au¬ 
thority  as  agent  or  broker  has  been  issued  theretofore  by  the 
superintendent  of  insurance  to  the  applicant,  and,  if  the  applicant 
be  an  individual,  whether  any  such  certificate  has  been  issued 
theretofore  to  any  partnership  or  association  of  which  he  was 
or  is  a  member  or  to  any  corporation  of  which  he  was  or  is  an 
officer  or  director,  and,  if  the  applicant  be  a  partnership  or  asso¬ 
ciation  whether  any  such  certificate  has  been  issued  theretofore 
to  any  member  thereof,  and,  if  the  applicant  be  a  corporation, 
whether  any  such  certificate  has  been  issued  theretofore  to  any 
officer  or  director  of  such  corporation;  (3)  the  business  in  which 
the  applicant  has  been  engaged  for  the  year  next  preceding  the 
date  of  the  application,  and,  if  employed  by  another,  the  name 
or  names  and  address  or  addresses  of  such  employer  or  employers ; 
(4)  such  information  as  the  superintendent  of  insurance  may 
require  of  applicants  to  enable  him  to  determine  their  trustworthi¬ 
ness  and  competency  to  transact  the  insurance  brokerage  business 
in  such  manner  as  to  safeguard  the  interests  of  the  assured. 

An  application  for  a  broker’s  certificate  of  authority  must  be 
signed  and  verified  by  the  applicant  and,  if  made  by  a  partner¬ 
ship  or  association,  by  each  member  thereof  and  if  made  by  a 
corporation  by  each  officer  and  director  thereof  to  be  authorized 
thereby  to  act  as  a  broker. 

If  an  application  for  a  certificate  of  authority  under  this  sec¬ 
tion  be  filed  in  the  year  nineteen  hundred  and  thirteen  within 
sixty  days  after  this  section  takes  effect  the  applicant  and  the 
persons  named  in  the  application  may,  notwithstanding  the  pro- 
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visions  of  this  section,  act  as  brokers  until  notice  of  rejection  of 
the  application  shall  have  been  served  as  herein  provided  with 
respect  to  renewal  applications. 

A  corporation,  association  or  partnership  to  whom  a  certificate 
of  authority  shall  have  been  issued  by  the  superintendent  of  in¬ 
surance  under  this  section  may  at  any  time  make  an  application 
to  the  superintendent  of  insurance  for  the  issuance  of  a  supple¬ 
mental  certificate  of  authority  authorizing  additional  officers  or 
directors  of  the  corporation  or  members  of  the  partnership  or 
association  to  act  as  brokers,  and  the  superintendent  of  insurance 
may  thereupon  issue  to  such  corporation,  association  or  partner¬ 
ship  a  supplemental  certificate  accordingly  upon  the  payment  of 
an  additional  fee  for  each  member  or  officer  or  director  thereby 
authorized  to  act  as  a  broker. 

A  certificate  issued  under  this  section  shall  he  revoked  by  the 
superintendent,  if  after  due  investigation  and  a  hearing  either 
before  him  or  before  any  salaried  employee  of  the  insurance  de¬ 
partment  designated  by  him  whose  report  he  may  adopt,  he  de¬ 
termines  that  the  holder  of  such  certificate  (1)  has  violated  any 
provisions  of  the  chapter  by  any  act  or  thing  done  in  respect 
to  insurance  for  which  such  certificate  is  required;  or  (2)  has 
made  a  material  misstatement  in  the  application  for  such  cer¬ 
tificate;  or  (3)  has  been  guilty  of  fraudulent  practices;  or  (4) 
has  demonstrated  his  incompetencv  or  untrustworthiness  to  trans¬ 
act  the  insurance  brokerage  business  for  which  such  certificate 
of  authority  shall  have  been  granted  by  reason  of  anything  done 
or  omitted  in  or  about  such  business  under  the  authority  of  such 
certificate. 

A"o  individual,  partnership,  association  or  corporation  whose 
certificate  of  authority  is  so  revoked  nor  any  partnership  or  asso¬ 
ciation  of  which  such  individual  is  a  member,  nor  any  corpora¬ 
tion  of  which  he  is  an  officer  or  director  shall  be  entitled  to  any 
certificate  of  authority  under  this  section  for  a  period  of  one 
year  after  such  revocation,  or,  if  such  revocation  be  reviewed 
by  certiorari  proceedings,  for  one  year  after  the  final  determina¬ 
tion  thereof  affirming  the  action  of  the  superintendent  in  revok¬ 
ing  such  certificate.  If  any  such  certificate  held  by  a  partner¬ 
ship,  association  or  corporation  be  so  revoked,  no  member  of  the 
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partnership  or  association  or  officer  or  director  of  the  corpora¬ 
tion  shall  he  entitled  to  snch  a  certificate  for  the  same  period  of 
time,  if  the  superintendent  of  insurance  determines  and  finds 
that  such  member  or  officer  or  director  was  personally  at  fault 
in  the  matter  on  account  of  which  the  certificate  was  revoked. 
The  holder  of  any  such  certificate  or  any  person  aggrieved  may 
file  with  the  superintendent  of  insurance  a  verified  complaint 
setting  forth  facts  from  which  it  shall  appear  that  any  such  cer¬ 
tificate  ought  to  be  revoked.  The  superintendent  must  thereupon, 
after  investigation  and  a  hearing  as  herein  provided,  determine 
whether  such  certificate  shall  he  revoked. 

If  an  application  for  a  certificate  of  authority  under  this  sec¬ 
tion  be  rejected  or  such  a  certificate  he  revoked  by  the  superin¬ 
tendent  of  insurance  notice  thereof  shall  forthwith  be  served  on 
the  applicant  or  on  the  holder  of  such  certificate  either  personally 
or  by  mail,  and,  if  by  mail,  such  service  shall  be  complete  if  such 
notice  he  deposited  in  the  post-office  postage  prepaid,  directed  to 
the  applicant  or  the  holder  of  such  certificate,  as  the  case  may  be, 
at  the  place  of  business  specified  in  the  application  or  certificate. 

The  action  of  the  superintendent  of  insurance  in  granting  or 
refusing  to  grant  or  to  renew  a  certificate  of  authority  or  in 
revoking  or  refusing  to  revoke  such  a  certificate  shall  be  subject 
to  review  by  writ  of  certiorari,  at  the  instance  of  the  applicant 
for  such  certificate,  the  holder  of  a  certificate  so  revoked  or  the 
holder  of  any  such  certificate  or  the  person  aggrieved.  If  the 
superintendent  of  insurance  shall  revoke  or  shall  refuse  to  renew 
the  certificate  of  authority  of  any  broker  issued  under  this  sec¬ 
tion  and  such  broker  shall  apply  for  a  writ  of  certiorari  to  review 
such  action,  the  certificate  of  authority  of  such  broker  shall  be 
deemed  to  be  in  full  force  and  effect  for  all  purposes,  including 
the  right  to  renewal,  until  the  final  determination  of  such  cer¬ 
tiorari  proceedings  and  all  appeals  therefrom,  provided  the  fee 
for  such  certificate  be  paid. 

This  section  shall  not  apply  to  any  contract  of  life  insurance 
nor  to  any  contract  of  insurance  upon  or  in  connection  with 
marine  or  transportation  risks  or  hazards  other  than  contracts 
for  automobile  insurance,  nor  to  contracts  of  insurance  upon  prop¬ 
erty  located  without  this  state,  nor  to  contracts  made  by  persons, 
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partnerships,  associations  or  corporations  authorized  to  do  busi¬ 
ness  under  articles  five,  six,  seven  and  nine  of  this  chapter. 

Any  person,  partnership,  association  or  corporation  violating 
any  of  the  provisions  of  this  section  shall,  in  addition  to  any 
other  penalty  in  this  chapter  provided,  forfeit  to  the  people  of 
the  state  five  hundred  dollars. 

§  2.  This  act  shall  take  effect  twenty  days  after  it  becomes  a 
law. 


Chap.  21. 


AH  ACT  to  amend  the  insurance  law,  in  relation  to  organizations 
in  assisting  in  establishing  insurance  rates. 


Became  a  law  February  19,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  Yorh,  represented  in  Senate 
and  Assembly ,  do  enact  as  follows: 

Section  1.  Chapter  thirty- three  of  the  laws  of  nineteen  hundred 
and  nine,  entitled  “An  act  in  relation  to  insurance  corporations 
constituting  chapter  twenty-eight  of  the  consolidated  laws,”  is 
hereby  amended  by  inserting  a  new  section  to  be  one  hundred  and 
forty  and  to  read  as  follows : 

§  140.  Organizations  for  assisting  in  establishing  insurance  rates. 

Every  corporation,  association,  bureau  or  board  which  now  exists 
or  hereafter  may  be  formed,  and  every  person  who  maintains 
or  hereafter  may  maintain  a  bureau  or  office,  for  the  purpose  of 
assisting  any  underwriting  corporation,  association,  bureau  or  per¬ 
son  in  formulating,  fixing,  promulgating,  applying  or  maintaining 
a  rate  on  property  or  risks  of  any  kind  located  in  this  state, 
shall  file  with  the  superintendent  of  insurance  a  copy  of  the 
articles  of  agreement,  association  or  incorporation  and  the  by¬ 
laws  and  all  amendments  thereto  under  which  such  person,  associa¬ 
tion,  bureau  or  board  operates  or  proposes  to  operate,  together 
with  his  or  its  business  address,  as  well  as  such  other  informa¬ 
tion  concerning  such  organization  and  its  operations  as  may  be 
required  by  the  superintendent.  Every  such  person,  corporation. 
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association,  bureau  or  board,  whether  before  or  after  filing  of 
the  information  specified  in  the  last  preceding  paragraph,  shall 
be  subject  to  the  visitation,  supervision  and  examination  of  the 
superintendent  of  insurance,  who  shall  cause  to  be  made  an 
examination  thereof  as  often  as  he  deems  it  expedient.  For  this 
purpose  he  may  appoint  as  examiners  one  or  more  competent 
persons,  and  upon  such  examination,  he,  his  deputy  or  any  ex¬ 
aminer  authorized  by  him  shall  have  all  the  powers  given  to  the 
superintendent,  his  deputy  or  any  examiner  authorized  by  him  by 
section  thirty-nine  of  this  chapter,  including  the  power  to  examine 
under  oath  the  officers  or  agents  and  all  persons  deemed  to  have 
material  information  regarding  the  business  of  or  manner  of 
operation  of  every  such  person,  corporation,  association,  bureau 
or  board. 

This  section  shall  not  apply  to  any  contract  of  life  insurance, 
nor  to  any  contract  of  insurance  upon  or  in  connection  with 
marine  or  transportation  risks  or  hazards  other  than  contracts  for 
automobile  insurance,  nor  to  contracts  of  insurance  upon  property 
or  risks  located  without  this  state,  nor  to  contracts  made  by  per¬ 
sons,  partnerships,  associations  or  corporations  authorized  to  do 
business  under  articles  five,  six,  seven  and  nine  of  this  chapter, 
but  it  shall  apply  to  all  other  forms  of  insurance  mentioned  in 
any  article  of  this  chapter. 

§  2.  This  act  shall  take  effect  immediately. 


Chap.  22. 

AF"  ACT  to  amend  the  insurance  law,  in  relation  to  requiring 
adjusters  of  loss  or  damage  by  fire  to  procure  a  certificate  of 
authority  from  the  superintendent  of  insurance. 

Became  a  law  February  19,  1913,  with  the  approval  of  the  Governor.  Pass'd, 

three-fifths  being  present. 

The  People  of  the  State  of  JS/ew  York ,  represented  in  Senate 
and  Assembly ,  do  enact  as  follows: 

Section  1.  Chapter  thirty-three  of  the  laws  of  nineteen  hun¬ 
dred  and  nine,  entitled  “An  act  in  relation  to  insurance  corpora- 
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lions,  constituting  chapter  twenty-eight  of  the  consolidated  laws,” 
is  hereby  amended  by  inserting  therein  a  new  section,  to  be 
section  one  hundred  and  thirty-eight-a,  to  read  as  follows : 

§  138-a.  Public  adjusters;  certificate  of  authority.  No  person, 

partnership,  association  or  corporation  shall,  after  July  first, 
nineteen  hundred  and  thirteen,  engage  in  the  business  of  adjust' 
ing  loss  or  damage  by  fire  under  a  policy  or  policies  of  insurance 
upon  property  within  this  state,  or  advertise,  solicit  business  or 
hold  himself  out  to  the  public  as  such  an  adjuster,  without  first 
procuring  a  certificate  of  authority  so  to  act  from  the  superin¬ 
tendent  of  insurance. 

The  superintendent  of  insurance  shall  issue  such  adjuster’s 
certificate  of  authority  to  a  person,  partnership,  association  or 
corporation,  applying  therefor,  who  is  trustworthy  and  is  compe¬ 
tent  to  transact  such  business  in  such  manner  as  to  safeguard  the 
interests  of  the  public. 

A  certificate  of  authority  issued  to  a  corporation,  partnership 
or  association  shall  authorize  only  the  officers  and  directors  of  the 
corporation,  or  the  members  of  the  partnership  or  association, 
specified  in  the  certificate,  each  of  whom  must  be  qualified  to 
obtain  a  certificate  to  act  as  adjusters.  The  fee  to  be  paid  to  the 
superintendent  of  insurance  by  the  applicant  for  such  adjuster's 
certificate  at  the  time  the  application  is  made,  and  annually  for 
the  renewal  thereof,  shall  be  twenty-five  dollars.  If  the  applicant 
be  a  corporation,  partnership  or  association  such  fee  shall  be  paid 
for  each  person  specified  in  the  certificate. 

Every  adjuster’s  certificate  of  authority  shall  expire  on  the 
thirty-first  day  of  December  of  the  calendar  year  in  which  the 
same  shall  have  been  issued,  but  if  an  application  for  the  renewal 
of  any  such  certificate  shall  have  been  filed  with  the  superintend¬ 
ent  of  insurance  before  January  first  of  any  year  the  certificate  of 
authority  sought  to  be  renewed  shall  continue  in  full  force  and 
effect  until  the  issuance  by  the  superintendent  of  insurance  of  the 
new  certificate  applied  for  or  until  five  days  after  the  superin¬ 
tendent  of  insurance  shall  have  refused  to  issue  such  new  certifi¬ 
cate  and  shall  have  served  notice  of  such  refusal  on  the  applicant 
therefor.  Service  of  such  notice  may  be  made  either  personally 
or  by  mail,  and,  if  by  mail,  shall  be  deemed  complete  if  such 
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notice  is  deposited  in  the  post-office  postage  prepaid,  directed  to 
the  applicant  at  the  place  of  business  specified  in  the  application. 

Before  any  adjuster’s  certificate  of  authority  shall  be  issued  by 
the  superintendent  of  insurance  there  must  be  filed  in  his  office  a 
written  application  therefor.  Such  application  shall  he  in  the 
form  or  forms  and  supplements  thereof  prescribed  by  the  superin¬ 
tendent  of  insurance  and  must  set  forth  (1)  the  name  and  address 
of  the  applicant,  and  if  the  applicant  be  a  partnership  or  associa¬ 
tion,  the  name  and  address  of  each  member  thereof,  and  if  the 
applicant  he  a  corporation,  the  name  and  address  of  each  of  its 
officers  and  directors;  (2)  whether  any  certificate  of  authority  as 
agent,  broker  or  adjuster  has  been  issued  theretofore  by  the  super¬ 
intendent  of  insurance  to  the  applicant,  and,  if  the  applicant  he 
an  individual,  whether  any  such  certificate  has  been  issued  there¬ 
tofore  to  any  partnership  or  association  of  which  he  was  or  is  a 
member  or  to  any  corporation  of  which  he  was  or  is  an  officer  or 
director,  and,  if  the  applicant  be  a  partnership  or  association, 
whether  any  such  certificate  has  been  issued  theretofore  to  any 
member  thereof,  and,  if  the  applicant  be  a  corporation,  whether 
any  such  certificate  has  been  issued  theretofore  to  any  officer  or 
director  of  such  corporation;  (3)  the  business  in  which  the  appli¬ 
cant  has  been  engaged  for  the  year  next  preceding  the  date  of 
the  application,  and,  if  employed  by  another,  the  name  or  names 
and  address  or  addresses  of  such  employer  or  employers;  (4) 
such  information  as  the  superintendent  of  insurance  may  require 
of  applicants  to  enable  him  to  determine  their  trustworthiness 
and  competency  to  transact  the  business  of  adjuster  in  such 
manner  as  to  safeguard  the  interests  of  the  public. 

An  application  for  an  adjuster’s  certificate  of  authority  must  be 
signed  and  verified  by  the  applicant  and,  if  made  by  a  partnership 
or  association,  by  each  member  thereof  and  if  made  by  a  corpora¬ 
tion  by  each  officer  and  director  thereof  to  be  authorized  thereby 
to  act  as  an  adjuster. 

If  an  application  for  a  certificate  of  authority  under  this  section 
be  filed  in  the  year  nineteen  hundred  and  thirteen  within  sixty 
days  after  this  section  takes  effect  the  applicant  and  the  persons 
named  in  the  application  may,  notwithstanding  the  provisions  of 
this  section,  act  as  public  adjuster  until  notice  of  rejection  of  the 
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application  shall  have  been  served  as  herein  provided  with  respect 
to  renewal  applications. 

A  corporation,  association  or  partnership  to  whom  a  certificate 
of  authority  shall  have  been  issued  by  the  superintendent  of  in¬ 
surance  under  this  section  may  at  any  time  make  an  application 
to  the  superintendent  of  insurance  for  the  issuance  of  a  supple¬ 
mental  certificate  of  authority  authorizing  additional  officers  or 
directors  of  the  corporation  or  members  of  the  partnership  or 
association  to  act  as  adjusters,  and  the  superintendent  of  insur¬ 
ance  may  thereupon  issue  to  such  corporation,  association  or  part¬ 
nership  a  supplemental  certificate  accordingly  upon  the  payment 
of  an  additional  fee  for  each  member  or  officer  or  director  thereby 
authorized  to  act  as  an  adjuster. 

A  certificate  issued  under  this  section  shall  be  revoked  by  the 
superintendent,  if  after  due  investigation  and  a  hearing  either 
before  him  or  before  any  salaried  employee  of  the  insurance  de¬ 
partment  designated  by  him  whose  report  he  may  adopt,  he  de¬ 
termines  that  the  holder  of  such  certificate  (1)  has  violated  any 
provision  of  the  chapter  by  any  act  or  thing  done  in  respect  to 
insurance  for  which  such  certificate  is  required ;  or  (2)  has  made  a 
material  misstatement  in  the  application  for  such  certificate;  or 
(3)  has  been  guilty  of  fraudulent  practices;  or  (4)  has  demon¬ 
strated  his  incompetency  or  untrustworthiness  to  transact  the 
business  for  which  such  certificate  of  authority  shall  have  been 
granted  by  reason  of  anything  done  or  omitted  in  or  about  such 
business  under  the  authority  of  such  certificate. 

No  individual,  partnership,  association  or  corporation  whose 
certificate  of  authority  is  so  revoked  nor  any  partnership  or  asso¬ 
ciation  of  which  such  individual  is  a  member,  nor  any  corporation 
of  which  he  is  an  officer  or  director  shall  be  entitled  to  any  certifi¬ 
cate  of  authority  under  this  section  for  a  period  of  one  year  after 
such  revocation,  or,  if  such  revocation  be  reviewed  by  certiorari 
proceedings,  for  one  year  after  the  final  determination  thereof 
affirming  the  action  of  the  superintendent  in  revoking  such  cer¬ 
tificate.  If  any  such  certificate  held  by  a  partnership,  association 
or  corporation  be  so  revoked,  no  member  of  the  partnership  or 
association  or  officer  or  director  of  the  corporation  shall  be  entitled 
tc  such  a  certificate  for  the  same  period  of  time,  if  the  superin- 
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ten  dent  of  insurance  determines  and  finds  that  such  member  or 
officer  or  director  was  personally  at  fault  in  the  matter  on  account 
of  which  the  certificate  was  revoked.  The  holder  of  any  such  cer¬ 
tificate  or  any  person  aggrieved  may  file  with  the  superintendent 
of  insurance  a  verified  complaint  setting  forth  facts  from  which  it 
shall  appear  that  any  such  certificate  ought  to  be  revoked.  The 
superintendent  must  thereupon,  after  investigation  and  a  hearing 
as  herein  provided,  determine  whether  such  certificate  shall  be 
revoked. 

If  an  application  for  a  certificate  of  authority  under  this  section 
be  rejected  or  such  a  certificate  he  revoked  by  the  superintendent 
of  insurance  notice  thereof  shall  forthwith  be  served  on  the  appli¬ 
cant  or  on  the  holder  of  such  certificate  either  personally  or  by 
mail,  and,  if  by  mail,  such  sendee  shall  be  complete  if  such  notice 
be  deposited  in  the  post-office  postage  prepaid,  directed  to  the  appli¬ 
cant  or  the  holder  of  such  certificate,  as  the  case  may  be,  at  the 
place  of  business  specified  in  the  application  or  certificate. 

The  action  of  the  superintendent  of  insurance  in  granting  or 
refusing  to  grant  or  to  renew  a  certificate  of  authority  or  in  re¬ 
voking  or  refusing  to  revoke  such  a  certificate  shall  be  subject  to 
review  by  writ  of  certiorari,  at  the  instance  of  the  applicant  for 
such  certificate,  the  holder  of  a  certificate  so  revoked  or  the  holder 
of  any  such  certificate  or  the  person  aggrieved.  If  the  super¬ 
intendent  of  insurance  shall  revoke  or  shall  refuse  to  renew  the 
certificate  of  authority  of  any  adjuster  issued  under  this  section 
and  such  adjuster  shall  apply  for  a  writ  of  certiorari  to  review 
such  action,  the  certificate  of  authority  of  such  adjuster  shall  be 
deemed  to  be  in  full  force  and  effect  for  all  purposes,  including  the 
right  to  renewal,  until  the  final  determination  of  such  certiorari 
proceedings  and  all  appeals  therefrom,  provided  the  fee  for  such 
certificate  be  paid. 

This  section  shall  not  apply  to  an  agent  or  employee  of  an  under¬ 
writer  by  whom  a  policy  of  insurance  against  loss  or  damage  by 
fire  shall  have  been  written  upon  property  within  this  state,  in 
adjusting  loss  or  damage  under  such  policy  nor  to  a  broker  acting 
as  adjuster  without  compensation  for  a  client  for  whom  he  is 
acting  as  broker,  nor  to  contracts  made  by  persons,  partnerships, 
associations  or  corporations  authorized  to  do  business  under  article 
nine  of  this  chapter. 
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Any  person,  partnership,  association  or  corporation  violating 
any  of  the  provisions  of  this  section  shall,  in  addition  to  any  other 
penalty  in  this  chapter  provided,  forfeit  to  the  people  of  the  state 
five  hundred  dollars. 

§  2.  This  act  shall  take  effect  twenty  days  after  it  becomes  a 
law. 


Chap.  23. 

AN  ACT  to  amend  the  insurance  law,  in  relation  to  organizations 

for  assisting  underwriters  in  insurance  business  generally. 

Became  a  law  February  19,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York ,  represented  in  Senate 
o.nd  Assembly ,  do  enact  as  follows: 

Section  1.  Chapter  thirty- three  of  the  laws  of  nineteen  hun¬ 
dred  and  nine,  entitled  “An  act  in  relation  to  insurance  corpora¬ 
tions,  constituting  chapter  twenty-eight  of  the  consolidated  laws,” 
is  hereby  amended  by  inserting  a  new  section,  to  he  one  hundred 
and  thirty-nine,  and  to  read  as  follows : 

§  139.  Organizations  for  assisting  underwriters  in  insurance 
business  generally.  Every  corporation,  association,  bureau  or 
board  which  now  exists  or  hereafter  may  be  formed,  and  every 
person  who  maintains  or  hereafter  may  maintain  a  bureau  or 
office,  located  within  or  without  this  state,  for  the  purpose  of 
inspecting  risks,  adjusting  losses,  testing  appliances,  formulating 
rules  or  establishing  standards  for  the  information  or  benefit  of 
underwriters  in  the  transaction  within  this  state  of  the  business 
of  insurance  and  which  corporation,  association,  bureau  or 
person  receives  contributions  from  or  is  financially  aided 
directly  or  indirectly,  wholly  or  partially  or  in  any  manner 
by  any  person,  association  or  corporation  authorized  to  transact 
the  business  of  insurance  within  this  state,  shall  file  on  demand 
with  the  superintendent  of  insurance  a  copy  of  the  articles  of 
agreement,  association  or  incorporation  and  the  bylaws  and  all 
amendments  thereto  under  which  such  person,  association,  cor¬ 
poration,  board  or  bureau  operates  or  proposes  to  operate,  to- 
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gether  with  his  or  its  business  address  as  well  as  such  other  in¬ 
formation  concerning  such  oiganization  and  its  operation  as  may 
he  required  by  the  superintendent.  Every  such  person,  corpora¬ 
tion,  association,  bureau  or  hoard,  whether  before  or  after  filing 
of  the  information  specified  in  the  last  preceding  paragraph, 
shall  he  subject  to  the  visitation  and  examination  of  the 
superintendent  of  insurance,  who  shall  cause  to  be  made  an  ex¬ 
amination  thereof  whenever  he  deems  it  expedient.  Eor  this 
purpose  he  may  appoint  as  examiners  one  or  more  competent  per¬ 
sons,  and  upon  such  examination,  he,  his  deputy  or  any  examiner 
authorized  by  him  shall  have  all  the  powers  given  to  the  superin¬ 
tendent,  his  deputy  or  any  examiner  authorized  by  him  by  section 
thirty-nine  of  this  chapter,  including  the  power  to  examine  imder 
oath  the  officers  or  agents  and  all  persons  deemed  to  have  material 
information  regarding  the  business  of  or  manner  of  operation 
by  every  such  person,  corporation,  association,  bureau  or  board. 
Ho  person,  association  or  corporation  authorized  to  transact  the 
business  of  insurance  within  this  state  shall  be  a  member  or  sub¬ 
scriber  to  any  corporation,  association,  bureau,  board  or  person 
referred  to  in  this  section  nor  shall  it  contribute  to  or  financially 
aid  any  such  corporation,  association,  bureau,  board  or  person 
who  shall  fail  to  comply  with  the  provisions  of  this  section.  Upon 
notice  furnished  by  the  superintendent  of  insurance  every  per¬ 
son,  association  or  corporation  authorized  to  transact  the  business 
of  insurance  within  this  state,  shall  terminate  immediately  its 
subscription  or  membership  and  shall  cease  to  make  further  con¬ 
tributions  directly  or  indirectly  or  in  any  manner  to  such  cor¬ 
poration,  association,  bureau,  board  or  person. 

This  section  shall  not  apply  to  any  contract  of  life  insurance, 
nor  to  any  contract  of  insurance  upon  or  in  connection  with 
marine  or  transportation  risks  or  hazards  other  than  contracts  for 
automobile  insurance,  nor  to  contracts  of  insurance  upon  prop¬ 
erty  or  risks  located  without  this  state,  nor  to  contracts  made  by 
persons,  patrnerships,  associations  or  corporations  authorized  to 
do  business  under  articles  five,  six,  seven  and  nine  of  this  chap¬ 
ter,  but  it  shall  apply  to  all  other  forms  of  insurance  mentioned 
in  any  article  of  this  chapter. 

§  2.  This  act  shall  take  effect  immediately. 


38 


Insurance  Laws  of  1913 


Chap.  24. 

AN  ACT  to  amend  the  general  corporation  law,  in  relation  to 

corporate  names. 

Became  a  law  February  19,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York ,  represented  in  Senate 
and  Assembly ,  do  enact  as  follows: 

Section  1.  Section  six  of  chapter  twenty-eight  of  the  laws  of 
nineteen  hundred  and  nine,  entitled  “An  act  relating  to  corpora¬ 
tions  generally,  constituting  chapter  twenty-three  of  the  consoli¬ 
dated  laws,”  as  amended  by  chapter  six  hundred  and  thirty-eight 
of  the  laws  of  nineteen  hundred  and  eleven  and  chapter  two  of 
(he  laws  of  nineteen  hundred  and  twelve,  is  hereby  amended  to 
read  as  follows: 

§  6.  Corporate  names.  1.  No  certificate  of  incorporation  of 
a  proposed  corporation  having  the  same  name  as  a  corporation 
authorized  to  do  business  under  the  laws  of  this  state,  or  a  name 
so  nearly  resembling  it  as  to  be  calculated  to  deceive,  shall  be  filed 
or  recorded  in  any  office  for  the  purpose  of  effecting  its  incorpo¬ 
ration,  or  of  authorizing  it  to  do  business  in  this  state ;  nor  shall 
any  corporation  except  a  religious,  charitable  or  benevolent  cor¬ 
poration  be  authorized  to  do  business  in  this  state  unless  its  name 
has  such  word  or  words,  abbreviation,  affix  or  prefix,  therein  or 
thereto,  as  will  clearly  indicate  that  it  is  a  corporation  as  dis¬ 
tinguished  from  a  natural  person,  firm  or  copartnership ;  or  unless 
such  corporation  uses  with  its  corporate  name,  in  this  state,  such 
an  affix  or  prefix.  A  corporation  formed  by  the  reincorporation, 
reorganization  or  consolidation  of  other  corporations  or  upon  the 
sale  of  the  property  or  franchises  of  a  corporation,  or  a  corporation 
acquiring  or  becoming  possessed  of  all  the  estate,  property,  rights, 
privileges  and  franchises  of  any  other  corporation  or  corporations 
by  merger,  may  have  the  same  name  as  the  corporation  or  one 
of  the  corporations  to  whose  franchises  it  has  succeeded.  No  cor¬ 
poration  shall  be  hereafter  organized  under  the  laws  of  this  state 
with  the  word  “  trust,”  “  bank,”  “  banking,”  “  insurance,”  “  as¬ 
surance,”  “  indemnity,”  “  guarantee,”  “  guaranty,”  “  title,”  u  cas- 
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ualty,”  “  surety/’  “  fidelity/’  “  savings/’  “  investment/’  “  loan  ” 
or  “  benefit”  as  part  of  its  name,  except  a  corporation  formed 
under  the  banking  law  or  the  insurance  law. 

2.  LTo  corporation,  society  or  association,  whether  now  existing 
or  hereafter  organized  under  or  by  virtue  of  the  laws  of  this  state, 
shall  ever  employ  the  words  “  Lucretia  Mott  ”  to  designate,  de¬ 
scribe  or  name  any  hospital,  infirmary  or  dispensary,  or  any  part 
thereof,  or  any  similar  institution. 

§  2.  This  act  shall  take  effect  immediately. 


Chap.  25. 

Al\r  ACT  to  amend  the  insurance  law,  in  relation  to  life  or  cas¬ 
ualty  insurance  corporations  upon  the  co-operative  or  assess¬ 
ment  plan. 

Became  a  law  February  19,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York ,  represented  in  Senate 
and  Assembly ,  do  enact  as  follows : 

Section  1.  Section  sixty-five  of  chapter  thirty-three  of  the  laws 
of  nineteen  hundred  and  nine,  entitled  “An  act  in  relation  to 
insurance  corporations,  constituting  chapter  twenty-eight  of  the 
consolidated  laws,”  as  added  by  chapter  four  hundred  and  sixteen 
of  the  laws  of  nineteen  hundred  and  eleven,  and  amended  by 
chapter  two  hundred  and  twenty-five  of  the  laws  of  nineteen 
hundred  and  twelve,  is  hereby  amended  to  read  as  follows : 

§  65.  Rebating  and  discriminations  prohibited.  No  insurance 
corporation,  association,  partnership,  Lloyds  or  individual  under¬ 
writers  authorized  or  permitted  to  do  any  insurance  business 
within  this  state,  or  any  officer,  agent,  solicitor  or  representative 
thereof,  shall  make  any  contract  for  such  insurance,  on  property 
or  risk  located  within  this  state,  or  against  liability,  casualty, 
accident  or  hazard  that  may  arise  or  occur  therein  or  agreement 
as  to  such  contract,  other  than  as  plainly  expressed  in  the  policy 
issued  or  to  be  issued  thereon ;  nor  shall  any  such  corporation, 
association,  partnership,  Lloyds  or  individual  underwriters,  or 
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officer,  agent,  solicitor  or  representative  thereof,  directly  or  indi¬ 
rectly,  in  any  manner  whatsoever,  pay  or  allow  or  offer  to  pay 
or  allow  as  inducement  to  such  insurance,  or  after  the  insurance 
shall  have  been  effected,  any  rebate  from  the  premium  which  is 
specified  in  the  policy  or  any  special  favor  or  advantage  in  the 
dividends  or  other  benefit  to  accrue  thereon,  or  any  valuable 
consideration  or  inducement  whatever,  not  specified  in  the  policy 
or  contract  of  insurance,  or  give,  sell  or  purchase,  or  offer  to 
give,  sell,  or  purchase,  as  inducement  to  such  insurance,  or  in 
connection  therewith,  any  stock,  bonds  or  other  securities  of  any 
insurance  company,  or  other  corporation  or  association,  or  any 
dividends  or  profits  accrued  thereon,  or  anything  of  value  what¬ 
soever,  not  specified  in  the  policy,  nor  shall  any  insurance  broker, 
his  agent  or  representative,  or  any  other  person,  directly  or 
indirectly,  either  by  sharing  commissions  or  in  any  manner  what¬ 
soever  pay  or  allow  or  offer  to  pay  or  allow  as  inducement  to 
such  insurance,  or  after  the  insurance  shall  have  been  effected, 
any  rebate  from  the  premium  which  is  specified  in  the  policy; 
nor  shall  the  insured,  his  agent  or  representative,  directly  or 
indirectly  accept  or  knowingly  receive  any  such  rebate  from  the 
premium  specified  in  the  policy;  this  section  shall  not  prevent 
any  corporation,  person,  partnership  or  association  lawfully  doing 
such  insurance  business  in  this  state  from  the  distribution  of 
surplus  and  dividends  to  policyholders  after  the  first  year  of 
insurance  nor  prevent  any  member  of  an  inter-insurance  or 
Lloyds  association  from  receiving  the  profit  of  his  or  its  under¬ 
writing;  nor  shall  this  section  prevent  any  such  corporation  or 
other  insurer,  or  his  or  its  agent,  from  paying  commissions  to 
the  broker  who  shall  have  negotiated  for  the  insurance,  nor  shall 
this  section  prevent  any  licensed  broker  from  sharing  or  dividing 
a  commission  earned  or  received  by  him  with  any  other  licensed 
broker  or  brokers  who  shall  have  aided  him  in  respect  to  the 
insurance  for  the  negotiation  of  which  such  commission  shall 
have  been  earned  or  paid,  and  nothing  herein  contained  shall 
he  held  to  prevent  the  covering  of  risks  by  temporary  binders 
or  such  other  memoranda  as  do  not  conflict  with  the  provisions  of 
this  chapter.  iNTor  shall  this  section  prevent  any  such  corpora¬ 
tion  or  other  insurer,  or  any  agent  or  insurance  broker,  from 
distributing  or  presenting  to  any  person  or  corporation  any 
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article  of  merchandise  not  exceeding  one  dollar  in  value,  which 
shall  have  conspicuously  stamped  or  printed  thereon  the  adver¬ 
tisement  of  such  insurance  corporation,  agent  or  broker. 

Ho  person  shall  be  excused  from  attending  and,  when  ordered 
so  to  do,  from  testifying  or  producing  any  books,  papers  or  other 
documents  before  any  court  or  magistrate,  upon  any  investiga¬ 
tion,  proceeding  or  trial  for  a  violation  of  any  of  the  provisions 
of  this  section,  upon  the  ground  or  for  the  reason  that  the  testi¬ 
mony  or  evidence,  documentary  or  otherwise,  required  of  him 
may  tend  to  convict  him  of  a  crime  or  subject  him  to  a  penalty 
or  forfeiture,  but  no  person  shall  be  prosecuted  or  subjected  to 
any  penalty  or  forfeiture  for  or  on  account  of  any  transaction, 
matter  or  thing  concerning  which  he  may  have  been  required  so 
to  testify  or  to  produce  evidence,  documentary  or  otherwise,  and 
no  testimony  so  given  or  produced  shall  be  received  against  him 
upon  any  criminal  investigation  or  proceeding.  Any  person  or 
corporation  violating  the  provisions  of  this  section  shall  be  guilty 
of  a  misdemeanor  and  shall  forfeit  to  the  people  of  the  state  the 
sum  of  five  hundred  dollars  for  each  such  violation.  This  section 
shall  not  apply  to  any  contract  of  life  insurance  nor  to  any  con¬ 
tract  of  insurance  upon  or  in  connection  with  marine  or  trans¬ 
portation  risks  or  hazards  other  than  contracts  for  automobile 
insurance,  nor  to  contracts  made  by  persons,  associations  or  cor¬ 
porations  authorized  to  do  business  under  articles  five,  seven  and 
nine  of  this  chapter. 

§  2.  This  act  shall  take  effect  immediately. 


Chap.  26. 

AH  ACT  to  amend  the  insurance  law,  in  relation  to  rate-making 

associations. 

Became  a  law  February  19,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New •  York ,  represented  in  Senate 
and  Assembly,  do  enact  as  follows : 

Section  1.  Section  one  hundred  and  forty-one  of  chapter  thirty- 
three  of  the  laws  of  nineteen  hundred  and  nine,  entitled  “An  act 
in  relation  to  insurance  corporations,  constituting  chapter  twenty- 
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eight  of  the  consolidated  laws/’  as  added  by  chapter  four  hundred 
and  sixty  of  the  laws  of  nineteen  hundred  and  eleven  and  amended 
by  chapter  one  hundred  and  seventy-five  of  the  laws  of  nineteen 
hundred  and  twelve,  is  hereby  amended  to  read  as  follows : 

§  141.  Rate-making  associations.  Every  corporation,  associa¬ 
tion  or  bureau  which  now  exists  or  hereafter  may  be  formed,  and 
every  person  who  maintains  or  hereafter  may  maintain  a  bureau 
or  office,  for  the  purpose  of  suggesting,  approving  or  making  rates 
to  he  used  by  more  than  one  underwriter  for  insurances,  includ¬ 
ing  surety  bonds,  on  property  or  risks  of  any  kind  located  in  this 
state,  shall  file  with  the  superintendent  of  insurance  a  copy  of  the 
articles  of  agreement,  association  or  incorporation  and  the  by-laws 
and  all  amendments  thereto  under  which  such  person,  association 
or  bureau  operates  or  proposes  to  operate,  together  with  his  or 
its  business  address  and  a  list  of  the  members  or  insurance  corpo¬ 
rations  represented  or  to  he  represented  by  him  or  it,  as  well  as 
such  other  information  concerning  such  rating  organization  and 
its  operations  as  may  be  required  by  the  superintendent. 

Every  such  person,  corporation,  association  or  bureau,  whether 
before  or  after  the  filing  of  the  information  specified  in  the  last 
preceding  paragraph,  shall  be  subject  to  the  visitation,  supervision 
and  examination  of  the  superintendent  of  insurance,  who  shall 
cause  to  be  made  an  examination  thereof  as  often  as  he  deems  it 
expedient  and  at  least  once  in  three  years.  Eor  such  purpose 
he  may  appoint  as  examiners  one  or  more  competent  persons,  and 
upon  such  examination,  he,  his  deputy  or  any  examiner  author¬ 
ized  by  him  shall  have  all  the  powers  given  to  the  superintendent, 
his  deputy  or  any  examiner  authorized  by  him  by  section  thirty- 
nine  of  this  chapter,  including  the  power  to  examine  under  oath 
the  officers  or  agents  and  all  persons  deemed  to  have  material  in¬ 
formation  regarding  the  business  of  or  manner  of  operation  by 
every  such  person,  corporation,  association,  bureau  or  board.  The 
superintendent  shall  make  public  the  results  of  such  examination 
and  shall  report  to  the  legislature  in  his  annual  report  on  the 
methods  of  such  rating  organization  and  the  manner  of  its 
operation. 

Each  such  person,  corporation,  association  or  bureau  shall 
file  with  the  superintendent  of  insurance  whenever  he  may 
call  therefor  any  and  every  schedule  of  rates  or  such  other  in- 
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formation  concerning  such  rates  as  may  be  suggested,  approved  or 
made  by  any  such  rating  organization  for  the  purposes  specified 
in  the  first  paragraph  of  this  section. 

iSTo  such  person,  corporation,  association  or  bureau  shall  fix  or 
make  any  rate  or  schedule  of  rates  which  is  to  or  may  apply  to 
any  risk  within  this  state,  on  the  condition  that  the  whole  amount 
of  insurance  on  such  risk  or  any  specified  part  thereof  shall  be 
placed  at  such  rates,  or  with  the  members  of  or  subscribers  to 
such  rating  organization;  nor  shall  any  such  person,  corporation, 
association  or  bureau,  or  any  person,  association  or  corporation 
authorized  to  transact  the  business  of  insurance  within  this  state, 
fix  or  make  any  rate  or  schedule  of  rates  or  charge  a  rate  which 
discriminates  unfairly  between  risks  within  this  state  of  essen¬ 
tially  the  same  hazard  or,  if  such  rate  be  a  fire  insurance  rate, 
which  discriminates  unfairly  between  risks  in  the  application  of 
like  charges  or  credits  or  which  discriminates  unfairly  between 
risks  of  essentially  the  same  hazards  and  having  substantially  the 
same  degree  of  protection  against  fire.  Whenever  it  is  made  to 
appear  to  the  satisfaction  of  the  superintendent  of  insurance  that 
such  discrimination  exists,  he  may,  after  a  full  hearing  either 
before  himself  or  before  any  salaried  employee  of  the  insurance 
department  whose  report  he  may  adopt,  order  such  discrimination 
removed ;  and  all  such  persons,  corporations,  associations  or 
bureaus  affected  thereby  shall  immediately  comply  therewith ;  nor 
shall  such  persons,  corporations,  associations  or  bureaus  remove 
such  discrimination  by  increasing  the  rates  on  any  risk  or  class 
of  risks  affected  by  such  order  unless  it  is  made  to  appear  to  the 
satisfaction  of  the  superintendent  of  insurance  that  such  increase 
is  justifiable. 

ISTo  such  person,  corporation,  association  or  bureau  or  any  other 
person,  corporation,  association  or  bureau,  shall  charge  any  licens¬ 
ing,  registration,  certification  or  membership  fee  to  brokers  who 
shall  have  been  or  hereafter  may  be  licensed  or  authorized  as 
such  pursuant  to  the  provisions  of  this  chapter;  nor  shall  any 
such  rating  organization  or  any  other  person,  corporation,  asso¬ 
ciation  or  bureau  or  any  two  or  more  persons,  associations  or  cor¬ 
porations  authorized  to  transact  the  business  of  insurance  within 
this  state,  acting  in  agreement,  refuse  to  do  business  with  or  to 
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pay  commissions  to  any  person  who  may  be  licensed  or  authorized 
as  an  insurance  broker,  pursuant  to  the  provisions  of  this  chapter, 
because  such  a  broker  will  not  agree  to  secure  insurance  only  at 
the  rates  of  premium  fixed  by  such  rating  organization  or  the 
parties  to  such  agreement. 

Every  such  rating  organization  shall  keep  a  careful  record  of 
its  proceedings  and  shall  furnish  upon  demand  to  any  person 
upon  whose  property  or  risk  a  rate  has  been  made,  or  to  his 
authorized  agent,  full  information  as  to  such  rate,  and,  if  such 
property  or  risk  be  rated  by  a  schedule,  a  copy  of  such  schedule; 
it  shall  also  provide  such  means  as  may  be  approved  by  the 
superintendent  of  insurance  whereby  any  person  or  persons 
affected  by  such  rate  or  rates  may  be  heard,  either  in  person  or 
by  agent,  before  the  governing  or  rating  committee  or  other 
proper  executive  of  such  rating  organization  on  an  application 
for  a  change  in  such  rate  or  rates. 

This  section  shall  not  apply  to  any  contract  of  life  insurance, 
nor  to  any  contract  of  insurance  upon  or  in  connection  with 
marine  or  transportation  risks  or  hazards  other  than  contracts 
for  automobile  insurance,  nor  to  contracts  of  insurance  upon 
property  or  risks  located  without  this  state,  nor  to  contracts  made 
by  persons,  partnerships,  associations  or  corporations  authorized 
to  do  business  under  articles  five,  six,  seven  and  nine  of  this 
chapter,  but  it  shall  apply  to  all  other  forms  of  insurance  men¬ 
tioned  in  any  article  of  this  chapter. 

§  2.  This  act  shall  take  effect  immediately. 


Chap.  27. 

AN  ACT  to  repeal  chapter  eighty-five  of  the  laws  of  eighteen 
hundred  and  ninety-nine,  entitled  “An  act  to  provide  the  mini¬ 
mum  capital  stock  required  for  the  organization  of  fire  or 
marine  insurance  corporations.” 

Became  a  law  February  19,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York ,  represented  in  Senate 
and  Assembly ,  do  enact  as  follows: 

Section  1.  Chapter  eightv-five  of  the  laws  of  eighteen  hundred 
and  ninety-nine,  entitled  “An  act  to  provide  the  minimum  capital 
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stock  required  for  the  organization  of  fire  or  marine  insurance 
corporations/’  is  hereby  repealed. 

§  2.  This  act  shall  take  effect  immediately. 


Chap.  28. 

AN  ACT  to  amend  the  insurance  law,  in  relation  to  the  policy  or 
certificate  of  a  life  or  casualty  insurance  corporation  upon  the 
co-operative  or  assessment  plan. 

Became  a  law  February  19,  1913,  with  the  approval  of  the  Governor.  Passed, 

tliree-fifths  being  present. 

The  People  of  the  State  of  New  York,  represented  in  Senate 
and  Assembly,  do  enact  as  follows: 

Section  1.  Article  six  of  chapter  thirty-three  of  the  laws  of 
nineteen  hundred  and  nine,  entitled  “An  act  in  relation  to  insur¬ 
ance  corporations,  constituting  chapter  twenty-eight  of  the  con¬ 
solidated  laws,”  is  hereby  amended  by  adding  at  the  end  a  new 
section  to  be  section  two  hundred  and  nineteen,  to  read  as  follows : 

§  219.  Policy  to  indicate  assessment  plan.  Every  policy  or 
certificate  hereafter  issued  by  any  corporation,  company,  society, 
organization  or  association  transacting  business  under  this  article 
shall  have  conspicuously  printed  on  the  face  of  such  policy  or 
certificate  and  at  the  top  thereof  in  capital  letters  not  smaller  than 
great  primer  roman  condensed  capitals,  the  words  “  assessment 
system.” 

§  2.  This  act  shall  take  effect  immediately. 


Chap.  29 

AN  ACT  to  amend  the  insurance  law,  in  relation  to  proceedings 
against  and  the  liquidation  of  delinquent  insurance  corpora¬ 
tions. 

Became  a  law  February  19,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York,  represented  in  Senate 
and  Assembly,  do  enact  as  follows: 

Section  1.  Section  sixtv-three  of  chapter  thirty-three  of  the 
laws  of  nineteen  hundred  and  nine,  entitled  “An  act  in  relation 
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to  insurance  corporations,  constituting  chapter  twenty-eight  of  the 
consolidated  laws/’  as  added  by  chapter  three  hundred  of  the  laws 
of  nineteen  hundred  and  nine,  and  amended  by  chapter  six 
hundred  and  thirty-four  of  the  laws  of  nineteen  hundred  and  ten, 
chapter  three  hundred  and  sixty-six  of  the  laws  of  nineteen  hun¬ 
dred  and  eleven  and  chapter  two  hundred  and  seventeen  of  the 
laws  of  nineteen  hundred  and  twelve,  is  hereby  amended  by  adding 
thereto,  at  the  end  thereof,  a  new  subdivision,  to  be  subdivision 
twelve,  to  read  as  follows: 

12.  At  any  time  after  the  commencement  of  proceedings  under 
an  order  of  liquidation  made  pursuant  to  this  section,  the  said 
superintendent  may  remove  the  principal  office  of  the  corporation 
in  liquidation  to  the  county  of  Albany.  In  event  of  such  removal 
the  court  shall,  upon  the  application  of  the  superintendent,  direct 
the  clerk  of  the  county  wherein  such  proceeding  was  commenced  to 
transmit  all  of  the  papers  filed  therein  with  such  clerk  to  the  clerk 
of  the  county  of  Albany,  and  the  proceeding  shall  thereafter  be 
conducted  in  the  same  manner  as  though  it  had  been  commenced 
in  the  county  of  Albany. 

§  2.  This  act  shall  take  effect  immediately. 


Ctiap.  47. 

AH  ACT  to  amend  the  insurance  law,  in  relation  to  misrepre¬ 
sentations  by  certain  insurance  corporations. 

Became  a  law  March  6,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York,  represented  in  Senate 
and  Assembly,  do  enact  as  follows: 

Section  1.  Section  sixty  of  chapter  thirty- three  of  the  laws 
of  nineteen  hundred  and  nine,  entitled  “An  act  in  relation  to 
insurance  corporations,  constituting  chapter  twenty-eight  of  the 
consolidated  laws,”  as  amended  by  chapter  five  hundred  and 
thirty-three  of  the  laws  of  nineteen  hundred  and  eleven,  is  hereby 
amended  to  read  as  follows: 

§  60.  Estimates  and  misrepresentations  prohibited.  Ho  life, 
health  or  casualty  insurance  corporation,  including  corporations 


Insurance  Laws  of  1913 


47 


operating  on  the  co-operative  or  assessment  plan  doing  business 
in  this  state  and  no  officer,  director  or  agent  therefor  or  any  other 
person,  copartnership  or  corporation  shall  issue  or  circulate,  or 
cause  or  permit  to  be  issued  or  circulated,  any  illustration,  circular 
or  statement  of  any  sort  misrepresenting  the  terms  of  any  policy 
issued  by  any  such  corporation  or  the  benefits  or  advantages 
promised  thereby,  or  any  misleading  estimate  of  the  dividends  or 
share  of  surplus  to  be  received  thereon,  or  shall  use  any  name  or 
title  of  any  policy  or  class  of  policies  misrepresenting  the  true 
nature  thereof.  Hor  shall  any  such  corporation  or  agent  thereof 
or  any  other  person,  copartnership  or  corporation  make  any  mis¬ 
leading  representation  or  incomplete  comparison  of  policies  to  any 
person  insured  in  any  such  corporation  for  the  purpose  of  induc¬ 
ing  or  tending  to  induce  such  person  to  lapse,  forfeit,  or  sur¬ 
render  his  said  insurance.  The  superintendent  of  insurance  may 
in  his  discretion  revoke  the  certificate  of  authority  issued  to 
any  corporation  or  agent  on  his  being  satisfied  that  such  cor¬ 
poration  or  agent  has  violated  any  of  the  provisions  of  this  section. 
Any  violation  of  this  section  shall  constitute  a  misdemeanor,  and  it 
shall  be  the  duty  of  the  superintendent  of  insurance  to  revoke  the 
certificate  of  authority  of  the  corporation  or  agent  on  a  conviction 
for  so  offending. 

§  2.  This  act  shall  take  effect  immediately. 


Chap.  48. 

AH  ACT  to  amend  the  insurance  law,  in  relation  to  reorganiza¬ 
tion  of  existing  corporations  and  amendment  of  certificates. 

Became  a  law  March  6,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York,  represented  in  Senate 
and  Assembly,  do  enact  as  follows: 

Section  1.  Section  fifty-two  of  chapter  thirty-three  of  the  laws 
of  nineteen  hundred  and  nine,  entitled  “An  act  in  relation  to 
insurance  corporations,  constituting  chapter  twenty-eight  of  the 
consolidated  laws,”  as  amended  by  chapter  six  hundred  and  thirty- 
four  of  the  laws  of  nineteen  hundred  and  ten  and  by  chapter  forty- 
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seven  of  the  laws  of  nineteen  hundred  and  eleven,  is  hereby 

'  Xj 

amended  to  read  as  follows : 

§  52.  Reorganization  of  existing  corporations  and  amendment 
of  certificates.  Any  domestic  corporation  existing  or  doing  busi¬ 
ness  on  October  first,  eighteen  hundred  and  ninety-two,  may,  by  a 
vote  of  a  majority  of  its  directors  or  trustees,  accept  the  provisions 
of  this  chapter  and  amend  its  charter  to  conform  with  the  same, 
upon  obtaining  the  consent  of  the  superintendent  of  insurance 
thereto  in  writing ;  and  thereafter  it  shall  be  deemed  to  have  been 
incorporated  under  this  chapter,  and  every  such  corporation  in  re¬ 
incorporating  under  this  provision  may  for  that  purpose  so  adopt 
in  whole  or  in  part  a  new  charter,  in  conformity  herewith,  and  in¬ 
clude  therein  any  or  all  provisions  of  its  existing  charter,  and 
any  or  all  changes  from  its  existing  charter,  to  cover  and  enjoy  any 
or  all  the  privileges  and  provisions  of  existing  laws  which  might 
be  so  included  and  enjoyed  if  it  were  originally  incorporated  there¬ 
under,  and  it  shall,  upon  such  adoption  of  and  after  obtaining  the 
consent,  as  in  this  section  before  provided,  to  such  charter,  and 
filing  the  same  and  the  record  of  adoption  and  consent  in  the  office 
of  the  superintendent  of  insurance,  perpetually  enjoy  the  same  as 
and  be  such  corporation,  which  is  declared  to  be  a  continuation  of 
such  corporation  which  existed  prior  to  such  reincorporation ;  and 
the  offices  therein  which  shall  be  continued  shall  be  filled  by  the 
respective  incumbents  for  the  periods  for  which  they  were  elected, 
and  all  others  shall  be  filled  in  the  same  manner  by  such  amended 
charter  provided.  Every  domestic  insurance  corporation  may 
amend  its  charter  or  certificate  of  incorporation  by  inserting 
therein  any  statement  or  matter  which  might  have  been  originally 
inserted  therein  and  may  also  eliminate  therefrom  unnecessary 
words  or  verbiage,  or  any  powers  which  have  never  been  exercised 
or  are  not  at  the  time  being  exercised,  provided  that  proof  of  the 
non-exercise  of  powers,  satisfactory  to  the  superintendent  of  insur¬ 
ance,  shall  be  filed  in  the  insurance  department,  and,  if  any  busi¬ 
ness  has  been  written  under  the  powers  proposed  to  be  eliminated, 
the  fact  that  all  liability  incident  to  such  powers  has  been  fully 
terminated  shall  be  shown  to  the  satisfaction  of  such  superintend¬ 
ent  through  an  examination  of  such  corporation  or  otherwise  as  he 
may  require ;  and  may  likewise  amend  its  charter  or  certificate  of 
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incorporation,  by  inserting  therein  or  adding  thereto  any  powers 
which  at  the  time  of  such  amendment,  may  have  been  conferred  by 
law  upon  domestic  insurance  corporations  engaged  in  a  business  of 
the  same  general  character,  or  which  might  be  included  in  the 
certificate  of  incorporation  of  a  domestic  insurance  company  organ¬ 
ized  under  any  general  law  of  this  state  for  a  business  of  the  same 
general  character;  and  the  same  proceedings  shall  be  taken  upon 
the*  presentation  of  such  amended  charter  or  certificate  or  amend¬ 
ment  to  such  charter  or  certificate,  to  the  superintendent  of  insur¬ 
ance,  as  are  required  by  this  chapter  to  be  taken  with  respect  to 
an  original  charter  or  certificate,  except  that  no  examination  of  the 
condition  and  affairs  of  such  corporation  shall  be  required  unless 
so  ordered  by  the  superintendent,  and  if  the  amended  charter  or 
certificate  or  amendment  be  approved  by  the  superintendent  of 
insurance,  and  his  certificate  of  authority  to  do  business  there¬ 
under  is  granted,  the  corporation  shall  thereafter  be  deemed  to  pos¬ 
sess  the  same  powers  and  be  subject  to  the  same  liabilities  as  if 
such  charter  or  certificate  as  so  amended  had  been  its  original  char¬ 
ter  or  certificate  of  incorporation,  but  without  prejudice  to  any 
pending  action  or  proceeding  or  any  rights  previously  accrued. 
Upon  the  reincorporation  or  upon  the  amendment  of  the  charter  of 
any  life  insurance  corporation,  having  a  capital  stock  in  accordance 
with  the  provisions  of  this  section,  it  may  by  a  vote  of  the  majority 
of  its  directors  confer  upon  its  policyholders  or  upon  such  policy¬ 
holders  as  may  have  a  prescribed  amount  of  insurance  upon  their 
lives  the  right  to  vote  for  all  or  any  less  number  of  the  directors  in 
such  manner  not  inconsistent  with  any  provision  of  this  chapter 
as  may  be  authorized  by  a  vote  of  the  stockholders  representing  at 
least  a  majority  of  the  capital  stock  at  a  meeting  of  stockholders 
called  for  the  purpose.  .Section  eighteen  of  the  stock  corporation 
law  shall  not  apply  to  such  a  corporation.  This  section  shall  apply 
to  insurance  corporations  organized  under  or  subject  to  article  six 
of  this  chapter  as  well  as  to  insurance  corporations  organized  under 
a  special  act  or  any  general  law  or  article  two  of  this  chapter.  In 
the  case  of  any  corporation  organized  under  or  subject  to  article 
six  of  this  chapter,  which  corporation  has  amended  its  charter  and 
is  now  operating  under  article  two  of  this  chapter,  all  contracts, 
policies  and  certificates  issued  prior  to  its  reincorporation,  shall  be 
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valued  as  one  year  term  insurance  at  the  ages  attained  excepting 
when  such  contracts,  policies  or  certificates  shall  provide  for  a  lim¬ 
ited  number  of  specified  premiums  or  for  specified  surrender 
values,  in  which  case  they  shall  be  valued  as  provided  in  article 
two,  section  eighty-four  of  this  chapter.  But  no  life  insurance 
corporation  shall  hereafter  be  permitted  to  avail  itself  of  the  pro¬ 
visions  of  this  section  unless  it  shall  hold  for  all  its  outstanding 
policies  or  certificates  assets  equal  in  value  to  the  minimum  reserve 
required  by  section  eighty-four  of  this  chapter.  Whenever  any 
domestic  insurance  corporation  changes  the  number  of  its  directors 
or  increases  or  reduces  the  amount  of  its  capital  stock,  pursuant  to 
and  in  conformity  with  the  provisions  of  the  stock  corporation  law, 
it  may  file  in  the  office  of  the  superintendent  of  insurance  a  com¬ 
plete  copy  of  its  charter,  duly  authenticated,  containing  the  changes 
of  its  capital  stock  or  its  directors,  or  both,  as  the  case  may  be. 
Such  charter  shall  not  be  filed  until  it  has  attached  thereto  the  cer¬ 
tificate  of  approval  of  the  attorney-general,  as  provided  in  section 
ten  of  this  chapter. 

§  2.  This  act  shall  take  effect  immediately. 


Chap.  49. 

AH  ACT  to  amend  the  insurance  law,  in  relation  to  the  by-laws 
of  title,  credit  guaranty  and  securities  guaranty  corporations. 

Became  a  law  March  6,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York,  represented  in  Senate 
and  Assembly,  do  enact  as  follows: 

Section  1.  Section  one  hundred  and  seventy-two  of  chapter 
thirty-three  of  the  laws  of  nineteen  hundred  and  nine,  entitled 
“An  act  in  relation  to  insurance  corporations,  constituting  chap¬ 
ter  twenty-eight  of  the  consolidated  laws/’  is  hereby  amended  to 
read  as  follows : 

§  172.  By-laws.  The  by-laws  of  every  corporation  created 
under  the  provisions  of  this  article  shall  be  deemed  and  taken  to 
be  its  law,  and  shall  provide: 

1.  The  number  of  its  directors. 
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2.  Their  terms  of  office,  so  arranged  that  at  least  one-fourth  in 
number  of  all  the  directors  shall  be  elected  annually. 

3.  The  manner  of  filling  vacancies  among  directors  and  officers. 

4.  The  time  and  place  of  the  annual  meeting. 

5.  The  manner  of  calling  and  holding  special  meetings  of 
stockholders. 

6.  The  number  of  stockholders  who  shall  attend  either  in  person 
or  by  proxy  at  every  meeting  to  constitute  a  quorum. 

7.  The  officers  of  the  corporation  and  the  manner  of  their  elec¬ 
tion  by  the  directors,  and  their  powers  and  duties.  Such  officers 
shall  always  include  a  president,  secretary,  treasurer,  and  a  gen- 
oral  manager.  The  president  must  be  elected  from  among  the 
directors. 

8.  The  manner  of  electing  or  appointing  inspectors  of  election. 

9.  The  manner  of  amending  or  repealing  the  by-laws. 

§  2.  This  act  shall  take  effect  immediately. 


Chap.  50. 

AN  ACT  to  amend  the  penal  law,  in  relation  to  acting  for  foreign 
insurance  corporation  which  has  not  designated  superintendent 
of  insurance  as  attorney. 

Became  a  law  March  6,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York ,  represented  in  Senate 
and  Assembly ,  do  enact  as  follows: 

Section  1.  Section  eleven  hundred  and  ninety-nine  of  chapter 
eighty-eight  of  the  laws  of  nineteen  hundred  and  nine,  entitled 
"“An  act  providing  for  the  punishment  of  crime,  constituting  chap¬ 
ter  forty  of  the  consolidated  laws,”  is  hereby  amended  to  read  as 
follows : 

§  1199.  Acting  for  foreign  insurance  corporation  which  has  not 
designated  superintendent  of  insurance  as  attorney.  Any  person 
acting  for  himself  or  for  others,  who  solicits  or  procures,  or  aids 
in  the  solicitation  or  procurement  of  policies  or  certificates  of  in¬ 
surance  from,  or  adjusts  losses  or  in  any  manner  aids  the  trans¬ 
action  of  any  business  for,  any  foreign  insurance  corporation, 
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which  has  not  executed  and  filed  in  the  office  of  the  superin¬ 
tendent  of  insurance,  a  written  appointment  of  the  superintendent 
to  be  the  true  and  lawful  attorney  of  such  corporation  in  and 
for  this  state,  upon  whom  all  lawful  process  in  any  action  or  pro¬ 
ceeding  against  the  corporation  may  be  served,  is  guilty  of  a 
misdemeanor. 

§  2.  This  act  shall  take  effect  September  first,  nineteen  hundred 
and  thirteen. 


Chap.  51. 

AH  ACT  to  amend  the  insurance  law,  in  relation  to  forms  of  poli¬ 
cies  or  certificates  of  casualty  insurance  corporations  upon  the 
co-operative  or  assessment  plan. 

Became  a  law  March  6,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York,  represented  in  Senate 
and  Assembly ,  do  enact  as  follows : 

Section  1.  Article  six  of  chapter  thirty-three  of  the  laws  of 
nineteen  hundred  and  nine,  entitled  “An  act  in  relation  to  insur¬ 
ance  corporations,  constituting  chapter  twenty-eight  of  the  con¬ 
solidated  laws,”  is  hereby  amended  by  adding  at  the  end  a  new 
section,  to  he  section  two  hundred  and  twenty,  to  read  as  follows : 

§  220.  Forms  of  policies  or  certificates  must  be  filed  and  ap¬ 
proved.  On  and  after  the  first  day  of  J anuary,  nineteen  hundred 
and  fourteen,  no  policy  or  certificate  of  insurance  against  loss  or 
damage  from  the  sickness,  or  the  bodily  injury  or  death  of  the 
insured  by  accident,  shall  he  issued  or  delivered  in  this  state  by 
any  corporation  authorized  under  this  article,  until  copies  of  the 
form  thereof  have  been  filed  with  the  superintendent  of  insurance 
and  formally  approved  by  him.  On  or  before  the  first  day  of 
October,  nineteen  hundred  and  thirteen,  the  superintendent  shall 
make  and  announce  rules  and  regulations  concerning  the  terms 
and  provisions  of  such  forms  of  policies  and  certificates,  the  man¬ 
ner  in  which  they  shall  be  printed,  and  the  practice  to  he  followed 
in  their  submission  and  approval.  The  superintendent  may,  in 
his  discretion,  permit  any  such  corporation  to  continue  to  use  in 
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this  state  after  the  first  day  of  January,  nineteen  hundred  and 
fourteen,  any  form  of  policy  or  certificate,  which,  prior  to  October 
first,  nineteen  hundred  and  thirteen,  has  been  duly  approved  for 
such  corporation  under  section  one  hundred  and  seven  of  this 
chapter. 

§  2.  This  act  shall  take  effect  October  first,  nineteen  hundred 
and  thirteen. 


Chap.  52. 

AX  ACT  to  amend  the  insurance  law,  in  relation  to  the  sale  of  the 
securities  of  insurance  corporations  and  of  corporations  organ¬ 
ized  to  promote  or  hold  the  capital  stock  of  insurance  corpora¬ 
tions. 

Became  a  law  March  6,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York ,  represented  in  Senate 
and  Assembly ,  do  enact  as  follows: 

Section  1.  Chapter  thirty-three  of  the  laws  of  nineteen  hundred 
and  nine,  entitled  “An  act  in  relation  to  insurance  corporations, 
constituting  chapter  twenty-eight  of  the  consolidated  laws/’  is 
hereby  amended  by  adding  thereto,  at  the  end  of  article  one 
thereof,  a  new  section,  to  be  section  sixty-six,  to  read  as  follows : 

§  66.  Promotion  of  insurance  corporations;  sale  of  securities. 
1.  As  the  terms  are  used  in  this  section  “  promoting  corpora¬ 
tion  ”  means  a  corporation  or  joint  stock  association,  engaged  in 
the  business  of  organizing  or  promoting  or  endeavoring  to  organize 
or  promote  the  organization  of  an  insurance  corporation  or  corpo¬ 
rations,  or  in  any  way  assisting  therein;  “holding  corporation" 
means  a  corporation  or  joint  stock  association,  which  holds  or 
is  engaged  in  the  acquisition  of  the  capital  stock  or  a  major 
portion  thereof  of  one  or  more  insurance  corporations  for  the 
purpose  of  controlling  the  management  thereof,  as  voting  trustee 
or  otherwise;  and  “  securities  ”  means  the  shares  of  capital  stock, 
subscription  certificates,  debenture  bonds  and  any  and  all  other 
contracts  or  evidences  of  ownership  of  or  interest  in  insurance 
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corporations,  or  in  promoting  or  holding  corporations  as  defined 
in  this  section. 

2.  ETo  individual,  partnership,  association  or  corporation,  as 
the  agent  of  another  or  as  broker,  shall  sell  or  offer  for  sale  or  in 
any  way  assist  in  the  sale  in  this  state  of  the  securities  of  any 
promoting  or  holding  corporation,  as  defined  in  this  section,  or  of 
any  insurance  corporation  which  is  not  at  the  time  of  such  sale 
or  offer  of  sale,  lawfully  engaged  or  authorized  to  engage  in  the 
transaction  of  the  business  of  insurance  in  this  state,  without  first 
procuring,  as  hereinafter  provided,  a  certificate  of  authority  from 
the  insurance  department  to  sell  such  securities;  nor  shall  any 
individual,  partnership,  association  or  corporation  sell  or  offer  for 
sale  in  this  state  the  securities  of  any  promoting  or  holding  cor¬ 
poration  as  defined  in  this  section,  or  of  any  insurance  corpora¬ 
tion  which  is  not  at  the  time  of  such  sale  or  offer  of  sale,  lawfully 
engaged  or  authorized  to  engage  in  the  transaction  of  the  business 
of  insurance  in  this  state,  unless  such  corporation  shall  have  first 
procured  from  the  superintendent  of  insurance,  as  hereinafter 
provided,  a  certificate  that  said  corporation  has  fully  complied 
with  the  provisions  of  this  section  and  is  authorized  to  sell  such 
securities.  Every  certificate  issued  by  the  superintendent  of  in¬ 
surance  pursuant  to  the  provisions  of  this  section  shall  state  in 
bold  type  that  the  superintendent  in  no  way  recommends  the 
securities  thereby  authorized  to  be  sold,  and  shall  be  renewable 
annually,  upon  written  application,  filed  on  or  before  the  first 
day  of  January  of  each  year,  and  may  be  revoked  for  cause  at  any 
time  by  such  superintendent.  The  superintendent  shall  prepare 
and  furnish  upon  request  suitable  blank  forms  of  application  for 
the  certificates  required  by  this  section. 

3.  Every  individual,  copartnership,  association  or  corporation 
who  or  which  desires  or  intends  to  sell  or  to  offer  for  sale  in  this 
state,  the  securities  of  any  insurance  corporation  or  of  any  pro¬ 
moting  or  holding  corporation  as  defined  in  this  section,  shall  file 
with  the  superintendent  of  insurance  an  application  for  a  cer¬ 
tificate  of  such  authority.  Such  application  shall  contain  a  state¬ 
ment,  verified  by  oath,  setting  forth  the  name  and  address  of  the 
applicant,  previous  business  experience,  date  and  place  of  birth  or 
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organization,  and  such  other  and  further  information  as  the  said 
superintendent  may  require.  It  shall  be  the  duty  of  the  super¬ 
intendent  of  insurance  to  examine  the  application  so  filed,  and  to 
make  any  further  inquiry  or  examination  of  any  such  applicant 
as  he  may  deem  advisable.  If  upon  such  examination  the  super¬ 
intendent  shall  find  that  the  applicant,  or  applicants,  or  if  a  cor¬ 
poration,  the  officers  and  directors  thereof,  is  or  are  all  trust¬ 
worthy  persons  of  good  business  credit,  the  superintendent  may 
issue  to  such  applicant  a  certificate  of  authority  to  sell  or  offer 
for  sale  in  this  state,  the  securities  of  any  insurance  corporation 
or  corporations  and  of  any  promoting  or  holding  corporation 
previously  authorized  under  this  section  which  shall  be  mentioned 
therein. 

4.  Every  such  unauthorized  insurance  corporation,  and  every 
promoting  or  holding  corporation,  as  defined  in  this  section,  whose 
securities  are  to  be  offered  for  sale  in  this  state,  shall  file  with 
the  superintendent  of  insurance  copies  of  all  securities  to  be 
offered  for  sale,  and  an  application  for  a  certificate  of  authority 
under  this  section  which  shall  contain  a  statement  in  detail  of  the 
plans  and  purposes  of  such  corporation,  the  amount  and  par 
value  of  the  securities  to  be  offered  for  sale  and  the  selling  price 
thereof,  the  manner  in  which  the  moneys  paid  in  therefor  are  to 
be  spent  or  employed,  the  rate  of  commissions  to  be  paid  for 
the  sale  of  such  securities,  the  salaries  to  be  paid  to  the  officers 
of  such  corporation,  and  such  other  and  further  information  as 
the  said  superintendent  may  require.  No  change  shall  thereafter 
be  made  in  the  form  or  character  of  the  securities  to  be  offered 
for  sale,  or  in  the  plans  or  purposes  of  any  such  corporation  with¬ 
out  the  approval  thereof  in  writing  by  the  said  superintendent. 
It  shall  be  the  duty  of  the  superintendent  of  insurance  to  examine 
the  application  and  other  documents  so  filed,  and  to  make  any 
further  inquiry  or  examination  of  any  such  corporation  as  he  may 
deem  advisable.  If  upon  such  examination  the  superintendent 
shall  find  that  the  plans  and  purposes  of  any  such  corporation  are 
proper,  that  its  condition  is  satisfactory,  that  the  amount  of  its 
securities  is  reasonable,  that  the  price  at  which  such  securities 
are  to  be  sold  is  adequate,  and  that  the  manner  in  which  the 
moneys  paid  in  therefor,  the  rate  of  commissions  to  be  paid  and 
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the  salaries  of  officers  are  fair,  the  superintendent  may  issue  a 
certificate  that  such  corporation  has  complied  with  all  the  pro¬ 
visions  of  this  section  and  is  authorized  to  sell  or  offer  its  securi¬ 
ties  for  sale  in  this  state. 

5.  The  superintendent  of  insurance  may  refuse  to  issue  or  renew 
any  certificate  provided  for  by  this  section,  if,  in  his  judgment, 
such  refusal  will  best  promote  the  interest  of  the  people  of  the 
state.  Xo  individual  whose  certificate  of  authority  granted  under 
this  section  is  revoked,  nor  any  copartnership  of  which  he  is 
a  member,  nor  any  corporation  of  which  he  is  an  officer  or  director, 
shall  be  entitled  to  any  certificate  of  authority  under  this  section 
for  a  period  of  five  years  after  such  revocation;  and  if  any  such 
certificate  held  by  a  copartnership  or  corporation  is  so  revoked, 
no  member  of  such  copartnership  or  officer  or  director  of  such 
corporation  shall  be  entitled  to  any  such  certificate  for  the  same 
period  of  time. 

6.  Xo  printed  matter  shall  he  used  in  connection  with  the  sale 
of  securities  of  any  such  promoting,  holding  or  insurance  cor¬ 
poration,  for  advertising  purposes,  or  in  the  dissemination  of  in¬ 
formation  with  reference  thereto,  unless  such  printed  matter 
shall  first  he  submitted  to  the  superintendent  of  insurance  and 
approved  by  him  in  writing.  Xo  such  corporation  and  no  officer, 
director  or  agent  thereof,  or  any  other  person,  copartnership,  asso¬ 
ciation  or  corporation  shall  issue,  circulate  or  employ  or  cause  or 
permit  to  be  used,  issued,  circulated  or  employed  any  circular  or 
statement,  whether  printed  or  oral,  of  any  sort,  misrepresenting  or 
exaggerating  the  earnings  of  insurance  corporations  or  the  value 
of  their  corporate  stock,  or  other  securities  or  the  profits  to  be 
derived  either  directly  or  indirectly  from  the  organization  and 
management  of  insurance  corporations  or  of  organizing  or  holding 
corporations  as  defined  in  this  section.  Xo  insurance  or  other 
corporation,  and  no  individual,  copartnership  or  association, 
transacting  business  in  this  state  shall  place  or  offer  to  place 
insurance  in  any  corporation  in  connection  with  the  sale  or  pur¬ 
chase  of  the  securities  of  any  insurance  corporation  or  of  any 
promoting  or  holding  corporation  as  defined  in  this  section. 

§  2.  This  act  shall  take  effect  immediately. 

c / 
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Chap.  60. 

AN  ACT  to  amend  the  code  of  civil  procedure,  relating  to  when 

a  foreign  corporation,  may  he  sued. 

Became  a  law  March  6,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York ,  represented  in  Senate 
and  Assembly ,  do  enact  as  follows: 

Section  1.  Section  seventeen  hundred  and  eighty  of  the  code 
of  civil  procedure  is  hereby  amended  so  as  to  read  as  follows : 

§  1780.  When  foreign  corporation  may  be  sued.  An  action 
against  a  foreign  corporation  may  he  maintained  by  a  resident  of 
the  state,  or  by  a  domestic  corporation,  for  any  cause  of  action. 
An  action  against  a  foreign  corporation  may  be  maintained  by 
another  foreign  corporation,  or  by  a  non-resident,  in  one  of  the 
following  cases  only: 

1.  Where  the  action  is  brought  to  recover  damages  for  the 
breach  of  a  contract  made  within  the  state,  or  relating  to  prop¬ 
erty  situated  within  the  state,  at  the  time  of  the  making  thereof. 

2.  Where  it  is  brought  to  recover  real  property  situated  within 
the  state,  or  a  chattel,  which  is  replevied  within  the  state. 

3.  Where  the  cause  of  action  arose  within  the  state,  except 
where  the  object  of  the  action  is  to  affect  the  title  to  real  property 
situated  without  the  state. 

4.  Where  a  foreign  corporation  is  doing  business  within  this 
state. 

§  2.  This  act  shall  take  effect  September  first,  nineteen  hun¬ 
dred  and  thirteen. 


Chap.  81. 

AN  ACT  to  amend  the  insurance  law,  in  relation  to  the  capital 
of  title,  credit  guaranty  and  securities  guaranty  corporations. 

Became  a  law  March  15,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York ,  represented  in  Senate 
and  Assembly ,  do  enact  as  follows: 

Section  1.  Section  one  hundred  and  seventy  of  chapter  thirty- 
three  of  the  laws  of  nineteen  hundred  and  nine,  entitled  “An  act 
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in  relation  to  insurance  corporations,  constituting  chapter  twenty- 
eight  of  the  consolidated  laws,”  as  amended  by  chapter  three  hun¬ 
dred  and  two  of  the  laws  of  nineteen  hundred  and  nine  and  chap¬ 
ter  five  hundred  and  twenty-five  of  the  laws  of  nineteen  hundred 
and  eleven,  is  hereby  amended  to  read  as  follows : 

§  170.  Incorporation.  Five  or  more  persons  may  form  a  cor¬ 
poration  for  one  of  the  following  purposes: 

1.  To  examine  titles  to  real  property  and  chattels  real,  to  pro¬ 
cure  and  furnish  information  in  relation  thereto,  make  and  guar¬ 
antee  the  correctness  of  searches  for  all  instruments,  liens  or 
charges  affecting  the  same,  guarantee  or  insure  the  payment  of 
bonds  and  mortgages,  invest  in,  purchase  and  sell,  with  such 
guaranty  or  with  guaranty  only  against  loss  by  reason  of  de¬ 
fective  title  or  incumbrances,  such  bonds  and  mortgages  as  are 
lawful  investments  for  insurance  companies  under  this  act,  and 
guarantee  and  insure  the  owners  of  real  property  and  chattels 
real  and  others  interested  therein  against  the  loss  by  reason  of 
defective  titles  thereto  and  other  incumbrances  thereon,  which 
shall  be  known  as  a  title  guaranty  corporation  ;  or 

1-a.  To  guarantee  the  validity  and  legality  of  bonds  or  other 
evidences  of  indebtedness  issued  by  any  state  or  by  any  city, 
county,  town,  village,  school  district,  municipality  or  other  civil 
division  of  any  state,  or  by  any  private  or  public  corporation ;  to 
act  as  registrar  or  transfer  agent,  but  not  fiscal  of  any  such  cor¬ 
poration,  and  to  transfer  and  countersign  its  certificates  of  stocks, 
bonds  or  other  evidences  of  indebtedness.  Such  corporation  shall 
be  known  as  a  securities  guaranty  corporation  and  shall  be  gov¬ 
erned  by  and  subject  to  the  provisions  of  law  applicable  to  a  title 
guaranty  corporation  organized  under  this  article  ;  or 

2.  To  guarantee  and  indemnify  merchants,  traders  and  those 
engaged  in  business  and  giving  credit  from  loss  and  damage  by 
reason  of  giving  and  extending  credit  to  their  customers,  and 
those  dealing  with  them,  which  shall  be  known  as  a  credit  guar¬ 
anty  corporation;  by  making,  acknowledging  and  filing  a  certifi¬ 
cate  stating : 

1.  The  name  of  the  proposed  corporation. 

2.  The  kind  of  corporation  to  be  formed  and  its  purposes. 

3.  The  amount  and  description  of  the  capital  stock. 

4.  The  location  of  its  office. 
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5.  The  duration  of  the  corporation,  not  exceeding  fifty  years. 

Xo  credit  guaranty  corporation  or  securities  guaranty  corpora¬ 
tion  shall  be  formed  for  the  transaction  of  business  in  this  state, 
with  a  smaller  capital  than  two  hundred  and  fifty  thousand  dol¬ 
lars.  dSTo  title  guaranty  corporation  shall  be  formed  with  a  smaller 
capital  than  one  hundred  and  fifty  thousand  dollars,  which  shall 
be  divided  into  shares  of  one  hundred  dollars  each.  Such  certifi¬ 
cate  shall  be  filed  in  the  office  of  the  superintendent  of  insurance, 
who  shall  thereupon  issue  a  license  to  the  persons  making  such 
certificate,  empowering  them  as  commissioners  to  open  books  of 
subscription  to  the  capital  stock  of  the  corporation  at  such  times 
and  places  as  they  may  determine. 

§  2.  This  act  shall  take  effect  immediately. 


Chap.  92. 

A1ST  ACT  to  amend  the  insurance  law,  in  relation  to  capital 

requirements. 

Became  a  law  March  21,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York ,  represented  in  Senate 
and  Assembly,  do  enact  as  follows: 

Section  1.  Section  twelve  of  chapter  thirty-three  of  the  laws 
of  nineteen  hundred  and  nine,  entitled  “An  act  in  relation  to  in¬ 
surance  corporations,  constituting  chapter  twenty-eight  of  the  con¬ 
solidated  laws/’  as  amended  by  chapter  six  hundred  and  thirty- 
four  of  the  laws  of  nineteen  hundred  and  ten,  is  hereby  amended 
to  read  as  follows: 

§  12.  Minimum  capital  stock,  ^bTo  domestic  fire  or  marine 
stock  insurance  corporation  shall  be  hereafter  organized  with  a 
smaller  capital  stock  than  two  hundred  thousand  dollars  fully  paid 
in  in  cash,  but  nothing  in  this  section  contained  shall  be  under¬ 
stood  to  relate  to  the  class  of  corporations  provided  for  in  articles 
nine  or  ten  of  this  chapter. 

A  domestic  stock  insurance  corporation,  having  the  power  to 
transact  the  kind  of  insurance  business  described  in  subdivisions 
one,  two,  five,  six,  seven,  eight,  nine  and  ten  of  section  seventy  of 
this  chapter  shall  not  be  hereafter  organized  with  a  smaller  capital 
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stock  tlian  one  hundred  thousand  dollars  fully  paid  in  in  cash.  A 
domestic  stock  insurance  corporation  having  the  power  to  transact 
any  kind  of  insurance  business  described  in  subdivisions  three  or 
four  of  section  seventy  of  this  chapter  shall  not  he  hereafter  or¬ 
ganized  with  a  smaller  capital  stock  than  two  hundred  and  fifty 
thousand  dollars  fully  paid  in  in  cash  if  authorized  to  transact 
any  kind  of  insurance  business  described  in  one  of  such  sub¬ 
divisions  or  a  smaller  capital  stock  than  five  hundred  thousand 
dollars  fully  paid  in  in  cash  if  authorized  to  transact  the  kinds  of 
insurance  business  described  in  both  such  subdivisions.  Except 
as  to  the  requirements  of  a  minimum  capital  stock  for  the  trans¬ 
action  of  the  kinds  of  insurance  business  described  in  subdivisions 
three  or  four  of  section  seventy  of  this  chapter  every  domestic 
stock  insurance  corporation  hereafter  organized  having  power  to 
transact  business  under  more  than  one  subdivision  of  such  section 
shall,  in  addition  to  the  minimum  capital  stock  prescribed  in  this 
section,  have  an  additional  capital  stock  of  fifty  thousand  dollars 
fully  paid  in  in  cash,  for  every  kind  of  insurance  business  more 
than  one  which  it  is  authorized  to  transact.  Any  corporation  to 
which  this  section  is  applicable  shall  also,  at  the  time  of  its  organi¬ 
zation,  have  a  surplus  equal  to  fifty  per  centum  of  its  capital  stock, 
which  surplus  shall  also  be  fully  paid  in  in  cash ;  provided  that 
this  requirement  shall  not  apply  to  existing  corporations  reincor¬ 
porated. 

§  2.  This  act  shall  take  effect  immediately. 


Chap.  154. 

A hT  ACT  to  amend  the  penal  law,  in  relation  to  arson. 

Became  a  law  April  2,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York ,  represented  in  Senate 
and  Assembly ,  do  enact  as  follows: 

Section  1.  Sections  two  hundred  and  twenty- two  and  two  hun¬ 
dred  and  twenty-three  of  chapter  eighty-eight  of  the  laws  of  nine¬ 
teen  hundred  and  nine,  entitled  “An  act  providing  for  the  punish¬ 
ment  of  crime,  constituting  chapter  forty  of  the)  consolidated 
laws,”  are  hereby  amended  to  read,  respectively,  as  follows: 
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§  222.  Arson  in  second  degree.  A  person  who: 

1.  Commits  an  act  of  burning  in  the  day  time,  which,  if  com¬ 
mitted  in  the  night  time,  would  be  arson  in  the  first  degree ;  or, 

2.  Wilfully  burns,  or  sets  on  fire,  in  the  night  time,  a  dwelling 
house,  wherein,  at  the  time,  there  is  no  human  being;  or, 

3.  Wilfully  burns,  or  sets  on  fire,  in  the  night  time,  a  building 
not  inhabited,  but  adjoining  or  within  the  curtilage  of  an  in¬ 
habited  building,  in  which  there  is,  at  the  time,  a  human  being, 
so  that  the  inhabited  building  is  endangered,  even  though  it  is 
not  in  fact  injured  by  the  burning;  or, 

4.  Wilfully  burns,  or -sets  on  fire,  in  the  night  time,  a  car, 
vessel,  or  other  vehicle,  or  a  structure  or  building,  ordinarily 
occupied  at  night  by  a  human  being,  althought  no  person  is  within 
it  at  the  time ;  or 

5.  Wilfully  hums,  or  sets  on  fire,  a  vessel,  car,  or  other  vehicle, 
or  a  building,  structure,  or  other  erection,  which  is  at  the  time  in¬ 
sured  against  loss  or  damage  by  fire  with  intent  to  prejudice  or 
defraud  the  insurer  thereof, 

Is  guilty  of  arson  in  the  second  degree. 

§  223.  Arson  in  third  degree.  A  person  who  wilfully  burns, 
or  sets  on  fire  a  vessel,  car,  or  other  vehicle,  or  a  building,  struc¬ 
ture,  or  other  erection,  under  circumstances  not  amounting  to 
arson  in  the  first  or  second  degree, 

Is  guilty  of  arson  in  the  third  degree. 

§  2.  This  act  shall  take  effect  September  first,  nineteen  hun¬ 
dred  and  thirteen. 


Chap.  155. 

AH  ACT  to  amend  the  insurance  law,  in  relation  to  standard  pro¬ 
visions  for  accident  and  health  policies  and  discriminations. 

Became  a  law  April  2,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York ,  represented  in  Senate  and 
Assembly ,  do  enact  as  follows: 

Section  1.  Section  one  hundred  and  seven  of  chapter  thirty- 
three  of  the  laws  of  nineteen  hundred  and  nine,  entitled  “An  act 
in  relation  to  insurance  corporations,  constituting  chapter  twenty- 
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eight  of  the  consolidated  laws/’  as  added  by  chapter  six  hundred 
and  thirty-six  of  the  laws  of  nineteen  hundred  and  ten,  is  hereby 
repealed. 

§  2.  .Such  chapter  is  hereby  amended  by  inserting  therein  a 
new  section,  to  he  section  one  hundred  and  seven  thereof,  to  read 
as  follows : 

§  107.  Standard  provisions  for  accident  and  health  policies. 

Subdivision  (a).  On  and  after  the  first  day  of  January,  nine¬ 
teen  hundred  and  fourteen,  no  policy  of  insurance  against  loss  or 
damage  from  the  sickness,  or  the  bodily  injury  or  death  of  the 
insured  by  accident  shall  be  issued  or  delivered  to  any  person  in 
this  state  by  any  corporation  organized  under  article  two  of  this 
chapter,  or,  if  a  foreign  corporation,  authorized  to  do  business  in 
this  state,  until  a  copy  of  the  form  thereof  and  of  the  classification 
of  risks  and  the  premium  rates  pertaining  thereto  have  been  filed 
with  the  superintendent  of  insurance ;  nor  shall  it  be  so  issued  or 
delivered  until  the  expiration  of  thirty  days  after  it  has  been  so 
filed  unless  the  said  superintendent  shall  sooner  give  his  written 
approval  thereto.  If  the  said  superintendent  shall  notify,  in  writ¬ 
ing,  the  company,  corporation,  association,  society  or  other  insurer 
which  has  filed  such  form  that  it  does  not  comply  with  the  require¬ 
ments  of  law,  specifying  the  reasons  for  his  opinion,  it  shall  be 
unlawful  thereafter  for  any  such  insurer  to  issue  any  policy  in 
such  form.  The  action  of  the  said  superintendent  in  this  regard 
shall  he  subject  to  review  by  any  court  of  competent  jurisdiction, 
provided,  however,  that  nothing  in  this  section  shall  be  so  construed 
as  to  give  jurisdiction  to  any  court  not  already  having  jurisdiction. 

iSuhd.  (b).  Ho  such  policy  shall  he  so  issued  or  delivered  (1) 
unless  the  entire  money  and  other  considerations  therefor  are  ex¬ 
pressed  in  the  policy;  nor  (2)  unless  the  time  at  which  the  insur¬ 
ance  thereunder  takes  effect  and  terminates  is  stated  in  a  portion 
of  the  policy  preceding  its  execution  by  the  insurer;  nor  (3)  if  the 
policy  purports  to  insure  more  than  one  person;  nor  (4)  unless 
every  printed  portion  thereof  and  of  any  endorsements  or  attached 
papers  shall  he  plainly  printed  in  type  of  which  the  face  shall  be 
not  smaller  than  ten  point;  nor  (5)  unless  a  brief  description 
thereof  be  printed  on  its  first  page  and  on  its  filing  hack  in  type 
of  which  the  face  shall  he  not  smaller  than  fourteen  point;  nor 
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(6)  unless  the  exceptions  of  the  policy  he  printed  with  the  same 
prominence  as  the  benefits  to  which  they  apply,  provided,  however, 
that  any  portion  of  such  policy  which  purports,  by  reason  of  the 
circumstances  under  which  a  loss  is  incurred,  to  reduce  any  indem¬ 
nity  promised  therein  to  an  amount  less  than  that  provided  for  the 
same  loss  occurring  under  ordinary  circumstances,  shall  be  printed 
in  hold  face  type  and  with  greater  prominence  than  any  other  por¬ 
tion  of  the  text  of  the  policy. 

Subd.  (c).  Every  such  policy  so  issued  shall  contain  certain 
standard  provisions,  which  shall  be  in  the  words  and  in  the  order 
hereinafter  set  forth  and  be  preceded  in  every  policy  by  the  cap¬ 
tion,  “  Standard  Provisions.”  In  each  such  standard  provision 
wherever  the  word  “  insurer  "  is  used,  there  shall  be  substituted 
therefor  u  company  ”  or  “  corporation  ”  or  “  association  ”  or  “  soci¬ 
ety  ”  or  such  other  word  as  will  properly  designate  the  insurer. 
Said  standard  provisions  shall  be : 

(1)  A  standard  provision  relative  to  the  contract  which  may 
be  in  either  of  the  following  two  forms:  Form  (A)  to  be  used  in 
policies  which  do  not  provide  for  reduction  of  indemnity  on  ac¬ 
count  of  change  of  occupation,  and  Form  (B)  to  be  used  in  policies 
which  do  so  provide.  If  Form  (B)  is  used  and  the  policy  pro¬ 
vides  indemnity  against  loss  from  sickness,  the  words  “  or  contracts 
sickness  ”  may  be  inserted  therein  immediately  after  the  words 
“  in  the  event  that  the  insured  is  injured  ”  : 

(A)  :  1.  This  policy  includes  the  endorsements  and  attached 
papers,  if  any,  and  contains  the  entire  contract  of  insurance.  Ho 
reduction  shall  be  made  in  any  indemnity  herein  provided  by  rea¬ 
son  of  change  in  the  occupation  of  the  insured  or  by  reason  of  his 
doing  any  act  or  thing  pertaining  to  any  other  occupation. 

(B)  :  1.  This  policy  includes  the  endorsements  and  attached 
papers,  if  any,  and  contains  the  entire  contract  of  insurance  except 
as  it  may  be  modified  by  the  insurer’s  classification  of  risks  and 
premium  rates  in  the  event  that  the  insured  is  injured  after  having 
changed  his  occupation  to  one  classified  by  the  insurer  as  more 
hazardous  than  that  stated  in  the  policy,  or  while  he  is  doing  any 
act  or  thing  pertaining  to  any  occupation  so  classified,  except  ordi¬ 
nary  duties  about  his  residence  or  while  engaged  in  recreation,  in 
which  event  the  insurer  will  pay  only  such  portion  of  the  indem- 
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nities  provided  in  the  policy  as  the  premium  paid  would  have  pur¬ 
chased  at  the  rate  but  within  the  limits  so  fixed  by  the  insurer  for 
such  more  hazardous  occupation. 

If  the  law  of  the  state  in  which  the  insured  resides  at  the  time 
this  policy  is  issued  requires  that  prior  to  its  issue  a  statement  of 
the  premium  rates  and  classification  of  risks  pertaining  to  it  shall 
be  filed  with  the  state  official  having  supervision  of  insurance  in 
such  state,  then  the  premium  rates  and  classification  of  risks  men¬ 
tioned  in  this  policy  shall  mean  only  such  as  have  been  last  filed 
by  the  insurer  in  accordance  with  such  law,  but  if  such  filing  is 
not  required  by  such  law  then  they  shall  mean  the  insurer's  pre¬ 
mium  rates  and  classification  of  risks  last  made  effective  by  it  in 
such  state  prior  to  the  occurrence  of  the  loss  for  which  the  insurer 
is  liable. 

(2)  A  standard  provision  relative  to  changes  in  the  contract, 
which  shall  be  in  the  following  form : 

2.  Xo  statement  made  by  the  applicant  for  insurance  not  in¬ 
cluded  herein  shall  avoid  the  policy  or  be  used  in  any  legal  pro¬ 
ceeding  hereunder.  Xo  agent  has  authority  to  change  this  policy 
or  to  waive  any  of  its  provisions.  Xo  change  in  this  policy  shall 
be  valid  unless  approved  by  an  executive  officer  of  the  insurer  and 
such  approval  be  endorsed  hereon. 

(3)  A  standard  provision  relative  to  reinstatement  of  policy 
after  lapse  which  may  be  in  either  of  the  three  following  forms : 
Form  (A)  to  be  used  in  policies  which  insure  only  against  loss 
from  accident;  Form  (B)  to  be  used  in  policies  which  insure  only 
against  loss  from  sickness;  and  Form  (C)  to  be  used  in  policies 
which  insure  against  loss  from  both  accident  and  sickness. 

(A)  :  3.  If  default  be  made  in  the  payment  of  the  agreed  pre¬ 
mium  for  this  policy,  the  subsequent  acceptance  of  a  premium  by 
the  insurer  or  by  any  of  its  duly  authorized  agents  shall  reinstate 
the  policy  but  only  to  cover  loss  resulting  from  accidental  injury 
thereafter  sustained. 

(B)  :  3.  If  default  be  made  in  the  payment  of  the  agreed  pre¬ 
mium  for  this  policy,  the  subsequent  acceptance  of  a  premium  by 
the  insurer  or  by  any  of  its  duly  authorized  agents  shall  reinstate 
the  policy  but  only  to  cover  such  sickness  as  may  begin  more  than 
ten  days  after  the  date  of  such  acceptance. 
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(C)  :  3.  If  default  be  made  in  the  payment  of  the  agreed  pre¬ 
mium  for  this  policy,  the  subsequent  acceptance  of  a  premium  by 
the  insurer  or  by  any  of  its  duly  authorized  agents  shall  reinstate 
the  policy  but  only  to  cover  accidental  injury  thereafter  sustained 
and  such  sickness  as  may  begin  more  than  ten  days  after  the  date 
of  such  acceptance. 

(4)  A  standard  provision  relative  to  time  of  notice  of  claim 
which  may  be  in  either  of  the  three  following  forms:  Form  (A) 
to  be  used  in  policies  which  insure  only  against  loss  from  accident; 
Form  (B)  to  be  used  in  policies  which  insure  only  against  los3 
from  sickness,  and  Form  (C)  to  be  used  in  policies  which  insure 
against  loss  from  both  accident  and  sickness.  If  Form  (A)  or 
Form  (C)  is  used  the  insurer  may  at  its  option  add  thereto  the  fol¬ 
lowing  sentence,  “  In  event  of  accidental  death  immediate  notice 
thereof  must  be  given  to  the  insurer.’ 5 

(A)  :  4.  Written  notice  of  injury  on  which  claim  may  be  based 
must  be- given  to  the  insurer  within  twenty  days  after  the  date  of 
the  accident  causing  such  injury. 

(B)  :  4.  Written  notice  of  sickness  on  which  claim  may  be 
based  must  be  given  to  the  insurer  within  ten  days  after  the  com¬ 
mencement  of  the  disability  from  such  sickness. 

(C)  :  4.  Written  notice  of  injury  or  of  sickness  on  which  claim 
may  be  based  must  be  given  to  the  insurer  within  twenty  days  after 
the  date  of  the  accident  causing  such  injury  or  within  ten  days 
after  the  commencement  of  disability  from  such  sickness. 

(5)  Aa  standard  provision  relative  to  sufficiency  of  notice  of 
claim  which  shall  be  in  the  following  form  and  in  which  the  in- 
surer  shall  insert  in  the  blank  space  such  office  and  its  location  as 
it  may  desire  to  designate  for  such  purpose  of  notice : 

5.  Such  notice  given  by  or  in  behalf  of  the  insured  or  bene- 

ficiarv,  as  the  case  mav  be,  to  the  insurer  at . 

or  to  any  authorized  agent  of  the  insurer,  with  particulars  suffi¬ 
cient  to  identifv  the  insured,  shall  be  deemed  to  be  notice  to  the 
insurer.  Failure  to  give  notice  within  the  time  provided  in  this 
policy  shall  not  invalidate  any  claim  if  it  shall  be  shown  not  to 
have  been  reasonably  possible  to  give  such  notice  and  that  notice 
was  given  as  soon  as  was  reasonably  possible. 
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(6)  A  standard  provision  relative  to  furnishing  forms  for  the 
convenience  of  the  insured  in  submitting  proof  of  loss  as  follows : 

6.  The  insurer  upon  receipt  of  such  notice,  will  furnish  to  the 
claimant  such  forms  as  are  usually  furnished  by  it  for  filing  proofs 
of  loss.  If  such  forms  are  not  so  furnished  within  fifteen  days 
after  the  receipt  of  such  notice,  the  claimant  shall  be  deemed  to 
have  complied  with  the  requirements  of  this  policy  as  to  proof  of 
loss  upon  submitting  within  the  time  fixed  in  the  policy  for  filing 
proofs  of  loss,  written  proof  covering  the  occurrence,  character  and 
extent  of  the  loss  for  which  claim  is  made. 

(7)  A  standard  provision  relative  to  filing  proof  of  loss  which 
shall  be  in  such  one  of  the  following  forms  as  may  be  appropriate 
to  the  indemnities  provided: 

(A)  :  7.  Affirmative  proof  of  loss  must  he  furnished  to  the  in¬ 
surer  at  its  said  office  within  ninety  days  after  the  date  of  the  loss 
for  which  claim  is  made. 

(B)  :  7.  Affirmative  proof  of  loss  must  be  furnished  to  the  in¬ 
surer  at  its  said  office  within  ninety  days  after  the  termination  of 
the  period  of  disability  for  which  the  company  is  liable. 

(C)  :  7.  Affirmative  proof  of  loss  must  be  furnished  to  the  in¬ 
surer  at  its  said  office  in  case  of  claim  for  loss  of  time  from  dis¬ 
ability  within  ninety  days  after  the  termination  of  the  period  for 
which  the  insurer  is  liable,  and  in  case  of  claim  for  any  other  loss, 
within  ninety  days  after  the  date  of  such  loss. 

(8)  A  standard  provision  relative  to  examination  of  the  person 
of  the  insured  and  relative  to  autopsy  which  shall  he  in  the  fol¬ 
lowing  form : 

8.  The  insurer  shall  have  the  right  and  opportunity  to  examine 
the  person  of  the  insured  when  and  so  often  as  it  may  reasonably 
require  during  the  pendency  of  claim  hereunder,  and  also  the  right 
and  opportunity  to  make  an  autopsy  in  case  of  death  where  it  is 
not  forbidden  by  law. 

(9)  A  standard  provision  relative  to  the  time  within  which  pay¬ 
ments  other  than  those  for  loss  of  time  on  account  of  disability 
shall  be  made,  which  provision  may  he  in  either  of  the  following 
two  forms  and  which  may  he  omitted  from  any  policy  providing 
only  indemnity  for  loss  of  time  on  account  of  disability.  The  in¬ 
surer  shall  insert  in  the  blank  space  either  the  word  “  immedi¬ 
ately  ”  or  appropriate  language  to  designate  such  period  of  time. 
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not  more  than  sixty  days,  as  it  may  desire;  Form  (A)  to  be  used 
in  policies  which  do  not  provide  indemnity  for  loss  of  time  on  ac¬ 
count  of  disability  and  Form  (B)  to  be  used  in  policies  which  do 
so  provide. 

(A)  :  9.  All  indemnities  provided  in  this  policy  will  be  paid 
. after  receipt  of  due  proof. 

(B)  :  9.  All  indemnities  provided  in  this  policy  for  loss  other 

than  that  of  time  on  account  of  disability  will  be  paid . 

after  receipt  of  due  proof. 

(10)  A  standard  provision  relative  to  periodical  payments  of 
indemnity  for  loss  of  time  on  account  of  disability,  which  pro¬ 
vision  shall  be  in  the  following  form,  and  which  may  be  omitted 
from  any  policy  not  providing  for  such  indemnity.  The  insurer 
shall  insert  in  the  first  blank  space  of  the  form  appropriate  lan¬ 
guage  to  designate  the  proportion  of  accrued  indemnity  it  may 
desire  to  pay,  which  proportion  may  be  all  or  any  part  not  less 
than  one-half,  and  in  the  second  blank  space  shall  insert  any  period 
of  time  not  exceeding  sixty  days : 

10.  Upon  request  of  the  insured  and  subject  to  due  proof  of 
loss . accrued  indemnity  for  loss  of  time  on  ac¬ 
count  of  disability  will  be  paid  at  the  expiration  of  each . 

during  the  continuance  of  the  period  for  which  the  insurer  is 
liable,  and  any  balance  remaining  unpaid  at  the  termination  of 
such  period  will  be  paid  immediately  upon  receipt  of  due  proof. 

(11)  A  standard  provision  relative  to  indemnity  payments 
which  may  be  in  either  of  the  two  following  forms:  Form  (A)  to 
be  used  in  policies  which  designate  a  beneficiary,  and  Form  (B) 
to  be  used  in  policies  which  do  not  designate  any  beneficiary  other 
than  the  insured. 

(A)  :  11.  Indemnity  for  loss  of  life  of  the  insured  is  payable 
to  the  beneficiary  if  surviving  the  insured,  and  otherwise  to  the 
estate  of  the  insured.  All  other  indemnities  of  this  policy  are 
payable  to  the  insured. 

(B)  :  11.  All  the  indemnities  of  this  policy  are  payable  to  the 
insured. 

(12)  A  standard  provision  providing  for  cancellation  of  the 
policy  at  the  instance  of  the  insured  which  shall  be  in  the  follow¬ 
ing  form : 
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12.  If  tlie  insured  shall  at  any  time  change  his  occupation  to 
one  classified  by  the  insurer  as  less  hazardous  than  that  stated 
in  the  policy,  the  insurer,  upon  written  request  of  the  insured 
and  surrender  of  the  policy,  will  cancel  the  same  and  will  return 
to  the  insured  the  unearned  premium. 

(13)  A  standard  provision  relative  to  the  rights  of  the  bene¬ 
ficiary  under  the  policy  which  shall  be  in  the  following  form  and 
which  may  be  omitted  from  any  policy  not  designating  a 
beneficiary : 

13.  Consent  of  the  beneficiary  shall  not  be  requisite  to  sur¬ 
render  or  assignment  of  this  policy,  or  to  change  of  beneficiary, 
or  to  any  other  changes  in  the  policy. 

(14)  A  standard  provision  limiting  the  time  within  which  suit 
may  be  brought  upon  the  policy  as  follows: 

14.  Ho  action  at  law  or  in  equity  shall  be  brought  to  recover 
on  this  policy  prior  to  the  expiration  of  sixty  days  after  proof  of 
loss  has  been  filed  in  accordance  with  the  requirements  of  this 
policy,  nor  shall  such  action  be  brought  at  all  unless  brought  within 
two  years  from  the  expiration  of  the  time  within  which  proof  of 
loss  is  required  by  the  policy. 

(15)  A  standard  provision  relative  to  time  limitations  of  the 
policy  as  follows : 

15.  If  any  time  limitation  of  this  policy  with  respect  to  giv¬ 
ing  notice  of  claim  or  furnishing  proof  of  loss  is  less  than  that 
permitted  by  the  law  of  the  state  in  which  the  insured  resides 
at  the  time  this  policy  is  issued,  such  limitation  is  hereby  ex¬ 
tended  to  agree  with  the  minimum  period  permitted  by  such  law. 

Sub.  (d).  Ho  such  policy  shall  be  so  issued  or  delivered  which 
contains  any  provision  (1)  relative  to  cancellation  at  the  instance 
of  the  insurer;  or,  (2)  limiting  the  amount  of  indemnity  to  a 
sum  less  than  the  amount  stated  in  the  policy  and  for  which 
the  premium  has  been  paid;  or,  (3)  providing  for  the  deduction 
of  any  premium  from  the  amount  paid  in  settlement  of  claim; 
or,  (4)  relative  to  other  insurance  by  the  same  insurer;  or,  (5) 
relative  to  the  age  limits  of  the  policy;  unless  such  provisions 
which  are  hereby  designated  as  optional  standard  provisions,  shall 
be  in  the  words  and  in  the  order  in  which  they  are  hereinafter 
set  forth,  hut  the  insurer  may  at  its  option  omit  from  the  policy 
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any  such  optional  standard  provision.  Such  optional  standard 
provisions  if  inserted  in  the  policy  shall  immediately  succeed 
the  standard  provisions  named  in  subdivision  (c)  of  this  section. 

(1)  An  optional  standard  provision  relative  to  cancellation  of 
the  policy  at  the  instance  of  the  insurer  as  follows : 

16.  The  insurer  may  cancel  this  policy  at  any  time  by  written 
notice  delivered  to  the  insured  or  mailed  to  his  last  address,  as 
shown  by  the  records  of  the  insurer,  together  with  cash  or  the 
insurer’s  check  for  the  unearned  portion  of  the  premiums  actu¬ 
ally  paid  by  the  insured,  and  such  cancellation  shall  be  without 
prejudice  to  any  claim  originating  prior  thereto. 

(2)  An  optional  standard  provision  relative  to  reduction  of 
the  amount  of  indemnity  to  a  sum  less  than  that  stated  in  the 
policy  as  follows: 

17.  If  the  insured  shalLcarry  with  another  company,  corpora¬ 
tion,  association  or  society  other  insurance  covering  the  same  loss 
without  giving  written  notice  to  the  insurer,  then  in  that  case 
the  insurer  shall  be  liable  only  for  such  portion  of  the  indemnity 
promised  as  the  said  indemnity  hears  to  the  total  amount  of  like 
indemnity  in  all  policies  covering  such  loss,  and  for  the  return 
of  such  part  of  the  premium  paid  as  shall  exceed  the  pro  rata 
for  the  indemnity  thus  determined. 

(3)  An  optional  standard  provision  relative  to  deduction  of 
premium  upon  settlement  of  claim  as  follows : 

18.  Upon  the  payment  of  claim  hereunder  any  premium  then 
due  and  unpaid  or  covered  by  any  note  or  written  order  may  he 
deducted  therefrom. 

(4)  An  optional  standard  provision  relative  to  other  insurance 
by  the  same  insurer  which  shall  he  in  such  one  of  the  following 
forms  as  may  he  appropriate  to  the  indemnities  provided,  and 
in  the  blank  spaces  of  which  the  insurer  shall  insert  such  up¬ 
ward  limits  of  indemnity  as  are  specified  by  the  insurers’  classifi¬ 
cation  of  risks,  filed  as  required  by  this  section. 

(A)  :  19.  If  a  like  policy  or  policies,  previously  issued  by  the 
insurer  to  the  insured  be  in  force  concurrently  herewith,  making 

the  aggregate  indemnity  in  excess  of  $ . . 

the  excess  insurance  shall  be  void  and  all  premiums  paid  for 
such  excess  shall  be  returned  to  the  insured. 
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(E)  :  19.  If  a  like  policy  or  policies,  previously  issued  by  the 
insurer  to  the  insured  be  in  force  concurrently  herewith,  making 
the  aggregate  indemnity  for  loss  of  time  on  account  of  disability 
in  excess  of  $ . weekly,  the  excess  insur¬ 

ance  shall  be  void  and  all  premiums  paid  for  such  excess  shall 
be  returned  to  the  insured. 

(C)  :  19.  If  a  life  policy  or  policies,  previously  issued  by  the 
insurer  to  the  insured  be  in  force  concurrently  herewith,  making 
the  aggregate  indemnity  for  loss  other  than  that  of  time  on  account 

of  disability  in  excess  of  $ . ,  or  the  aggregate  indemnity  for 

loss  of  time  on  account  of  disability  in  excess  of  $ . weekly, 

the  excess  insurance  of  either  kind  shall  be  void  and  all  premiums 
paid  for  such  excess  shall  be  returned  to  the  insured. 

(5)  An  optional  standard  provision  relative  to  the  age  limits 
of  the  policy  which  shall  be  in  the  following  form  and  in  the 
blank  spaces  of  which  the  insurer  shall  insert  such  number  of 
years  as  it  may  elect: 

20.  The  insurance  under  this  policy  shall  not  cover  any  per¬ 
son  under  the  age  of . years  nor  over  the  age  of 

. years.  Any  premium  paid  to  the  insurer  for  any 

period  not  covered  by  this  policy  will  be  returned  upon  request. 

Subd.  (e).  Ho  such  policy  shall  be  so  issued  or  delivered  if  it 
contains  any  provision  contradictory,  in  whole  or  part,  of  any  of 
the  provisions  hereinbefore  in  this  section  designated  as  “  Stand¬ 
ard  Provisions  ”  or  as  “  Optional  Standard  Provisions nor  shall 
any  endorsements  or  attached  papers  vary,  alter,  extend,  be  used 
as  a  substitute  for,  or  in  any  way  conflict  with  any  of  the  said 
“  Standard  Provisions  ”  or  the  said  “  Optional  Standard  Pro¬ 
visions;”  nor  shall  such  policy  be  so  issued  or  delivered  if  it  con¬ 
tains  any  provision  purporting  to  make  any  portion  of  the  charter 
constitution  or  by-laws  of  the  insurer  a  part  of  the  policy  unless 
such  portion  of  the  charter,  constitution  or  by-laws  shall  be  set 
forth  in  full  in  the  policy,  but  this  prohibition  shall  not  be  deemed 
to  apply  to  any  statement  of  rates  or  classification  of  risks  filed 
with  the  superintendent  of  insurance  in  accordance  with  the  pro¬ 
visions  of  this  section. 

Subd.  (f).  The  falsity  of  any  statement  in  the  application  for 
any  policy  covered  by  this  section  shall  not  bar  the  right  to  re- 


Insurance  Laws  of  1913 


71 


covery  thereunder  unless  such  false  statement  was  made  with 
actual  intent  to  deceive  or  unless  it  materially  affected  either  the 
acceptance  of  the  risk  or  the  hazard  assumed  by  the  insurer. 

Subd.  (g).  The  acknowledgment  by  any  insurer  of  the  receipt 
of  notice  given  under  any  policy  covered  by  this  section,  or  the 
furnishing  of  forms  for  filing  proofs  of  loss,  or  the  acceptance  of 
such  proofs,  or  the  investigation  of  any  claim  thereunder  shall 
not  operate  as  a  waiver  of  any  of  the  rights  of  the  insurer  in  de¬ 
fense  of  any  claim  arising  under  such  policy. 

Subd.  (h).  Uo  alteration  of  any  written  application  for  insur¬ 
ance  by  erasure,  insertion  or  otherwise,  shall  he  made  by  any 
person  other  than  the  applicant  without  his  written  consent,  and 
the  making  of  any  such  alteration  without  the  consent  of  the 
applicant  shall  be  a  misdemeanor.  If  such  alteration  shall  be 
made  by  any  officer  of  the  insurer,  or  by  any  employee  of  the 
insurer  with  the  insurer’s  knowledge  or  consent,  then  such  act 
shall  be  deemed  to  have  been  performed  by  the  insurer  thereafter 
issuing  the  policy  upon  such  altered  application. 

Subd.  (i).  A  policy  issued  in  violation  of  this  section  shall  be 
held  valid  but  shall  be  construed  as  provided  in  this  section  and 
when  any  provision  in  such  a  policy  is  in  conflict  with  any  pro¬ 
vision  of  this  section,  the  rights,  duties  and  obligations  of  the 
insurer,  the  policyholder  and  the  beneficiary  shall  be  governed  by 
the  provisions  of  this  section. 

Subd.  (j).  The  policies  of  insurance  against  accidental  bodily 
injury  or  sickness  issued  by  an  insurer  not  organized  under  the 
laws  of  this  state  may  contain,  when  issued  in  this  state,  any 
provision  which  the  law  of  the  state,  territory  or  district  of  the 
United  States  under  which  the  insurer  is  organized,  prescribes 
for  insertion  in  such  policies,  and  the  policies  of  insurance  against 
accidental  bodily  injury  or  sickness  issued  by  an  insurer  organized 
under  the  laws  of  this  state  may  contain,  when  issued  or  delivered 
in  any  other  state,  territory,  district  or  country,  any  provision  re¬ 
quired  by  the  laws  of  the  state,  territory,  district  or  country  in 
which  the  same  are  issued,  anything  in  this  section  to  the  contrary 
notwithstanding. 

Subd.  (k).  (1)  Uothing  in  this  section,  however,  shall  apply 
to  or  effect  anv  policy  of  liability  or  workmen’s  compensation 
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insurance  or  any  general  or  blanket  policy  of  insurance  issued  to 
any  municipal  corporation  or  department  thereof,  or  to  any  corpo¬ 
ration,  copartnership,  association  or  individual  employer,  police 
or  fire  department,  underwriters’  corps,  salvage  bureau,  or  like 
associations  or  organizations,  where  the  officers,  members  or  em¬ 
ployees  or  classes  or  departments  thereof  are  insured  for  their 
individual  benefit  against  specified  accidental  bodily  injuries  or 
sickness  while  exposed  to  the  hazards  of  the  occupation  or  other¬ 
wise  in  consideration  of  a  premium  intended  to  cover  the  risks  of 
all  the  persons  insured  under  such  policy. 

(2)  Xothing  in  this  section  shall  apply  to  or  in  any  way  affect 
contracts  supplemental  to  contracts  of  life  or  endowment  insur¬ 
ance  where  such  supplemental  contracts  contain  no  provisions 
except  such  as  operate  to  safeguard  such  insurance  against  lapse 
or  to  provide  a  special  surrender  value  therefor  in  the  event  that 
the  insured  shall  be  totally  and  permanently  disabled  by  reason 
of  accidental  bodily  injury  or  by  sickness;  provided  that  no  such 
supplemental  contract  shall  be  issued  or  delivered  to  any  person 
in  this  state  unless  and  until  a  copy  of  the  form  thereof  has  been 
submitted  to  and  approved  by  the  superintendent  of  insurance, 
under  such  reasonable  rules  and  regulations  as  he  shall  make  con¬ 
cerning  the  provisions  in  such  contracts  and  their  submission  to 
and  approval  by  him. 

(3)  Xothing  in  this  section  shall  apply  to  or  in  any  way  affect 
fraternal  benefit  societies. 

(4)  The  provisions  of  this  section  contained  in  clause  (5)  of 
subdivision  (b)  and  clauses  (2),  (3),  (8)  and  (12)  of  subdivison 
(c)  may  be  omitted  from  railroad  ticket  policies  sold  only  at  rail¬ 
road  stations,  or  at  railroad  ticket  offices  by  railroad  employees. 

Subd.  (1).  Any  company,  corporation,  association,  society  or 
other  insurer  or  any  officer  or  agent  thereof  which  or  who  issues 
or  delivers  to  any  person  in  this  state  any  policy  in  willful  viola¬ 
tion  of  the  provisions  of  this  section  shall  be  punished  by  a  fine  of 
not  more  than  five  hundred  dollars  for  each  offense,  and  the  super¬ 
intendent  of  insurance  may  revoke  the  license  of  any  company, 
corporation,  association,  society  or  other  insurer  of  another  state 
or  country,  or  of  the  agent  thereof,  which  or  who  willfully  violates 
any  provision  of  this  section. 
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Subd.  (in).  The  term  “  indemnity  r ’  as  used  in  this  section 
means  benefits  promised. 

§  3.  Such  chapter  is  hereby  further  amended  by  adding  thereto 
a  new  section  after  section  one  hundred  and  seven,  to  be  section 
one  hundred  and  eight  and  to  read  as  follows: 

§  108.  Discriminations  under  accident  or  health  policies  pro¬ 
hibited.  Ho  insurance  corporation  authorized  to  make  insurance 
in  this  state  under  subdivision  two  of  section  seventy  of  this  chap¬ 
ter,  nor  any  agent  of  such  corporation,  shall  make  or  permit  any 
discrimination  between  individuals  of  the  same  class  in  the  amount 
of  premiums,  policy  fees,  or  rates  charged  for  any  policy  of  acci¬ 
dent  or  health  insurance,  or  in  the  benefits  payable  thereunder, 
or  in  any  of  the  terms  or  conditions  of  such  insurance  contract, 
or  in  any  other  manner  whatsoever.  Any  person  or  corporation 
violating  any  provision  of  this  section  shall  be  guilty  of  a  misde¬ 
meanor,  and  shall  forfeit  to  the  people  of  the  state  the  sum  of 
five  hundred  dollars  for  each  such  violation. 

§  4.  This  act  shall  take  effect  on  the  first  day  of  October,  nine¬ 
teen  hundred  and  thirteen.  Any  policy  covered  by  this  act,  the 
form  of  which  has  received  the  approval  of  the  superintendent  of 
insurance  may  he  issued  or  delivered  in  this  state  on  and  after 
the  said  date. 


Ctiap.  156. 

AH  ACT  to  amend  chapter  one  hundred  and  thirty-four  of  the 
laws  of  eighteen  hundred  and  ninety-one,  entitled  “An  act  to 
incorporate  the  Church  Insurance  Association,”  generally. 

Became  a  law  April  2,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York ,  represented  in  Senate 
and  Assembly ,  do  enact  as  follows: 

Section  1.  Section  one  of  chapter  one  hundred  and  thirty-four 
of  the  laws  of  eighteen  hundred  and  ninety-one,  entitled  “An  act 
to  incorporate  the  Church  Insurance  Association,”  as  amended  by 
chapter  five  hundred  and  fifty-four  of  the  laws  of  nineteen  hun¬ 
dred  and  one,  is  hereby  amended  to  read  as  follows: 
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§  1.  The  Lirst  Wesleyan  Methodist  Episcopal  church  of  Roches¬ 
ter,  Yew  York  and  others,  religious  societies  duly  organized  under 
the  laws  of  the  state  of  Yew  York,  which  collectively  own  property 
of  the  value  of  four  hundred  thousand  dollars,  which  they  desire 
to  have  insured  and  such  other  religious  societies,  and  such  pas¬ 
tors,  ministers,  clergymen,  preachers,  ordained  or  duly  licensed, 
active  or  retired,  and  such  wives  or  widows  of  the  same,  as  shall 
from  time  to  time  associate  themselves  with  them  in  the  manner 
hereinafter  provided,  and  such  other  members  of  religious  societies 
as  may  desire  the  insurance  of  dwelling  houses  and  their  contents 
only,  located  wholly  within  the  state  of  Yew  York,  to  which  such 
insurance  shall  he  strictly  limited,  are  hereby  made  a  body  cor¬ 
porate,  by  the  name  of  the  Church  Insurance  Association  of  the 
state  of  Yew  York,  for  the  purpose  of  transacting  the  business  of 
co-operative  insurance  in  the  state  of  Yew  York  against  loss  or 
damage  by  fire  or  lightning,  or  windstorm,  its  policies  to  cover  the 
property  insurable  in  this  association  located  in  the  said  state  out¬ 
side  of  Yew  York  city;  and  property  within  the  boundaries  of  any 
conference,  synod,  diocese,  ecclesiastical  association  or  other  re¬ 
ligious  body  in  the  state,  the  jurisdiction  of  which  extends  into 
territory  adjoining  the  state  of  Yew  York,  upon  written  appli¬ 
cation  made  at  its  principal  office  in  Rochester,  Yew  York.  Every 
church  corporation,  and  every  individual  eligible  to  member¬ 
ship  desiring  to  be  insured  in  said  association  shall  make  to  the 
secretary  of  the  association  a  written  application  for  insurance, 
signed  by  such  person  or  persons  and  in  such  manner,  and  con¬ 
taining  such  agreement  on  the  part  of  the  applicant  for  himself, 
itself,  his  or  its  successors,  heirs  and  assigns  to  pay  his  or  its  pro 
rata  share  to  the  association  of  all  losses  or  damages  caused  by 
fire  or  lightning,  or  windstorm,  to  any  of  the  property  insured 
therein  by  any  member  or  members  thereof,  and  the  expenses  of 
conducting  the  business  of  the  association  as  the  by-laws  of  said 
association  shall  prescribe ;  and  such  application,  if  accepted,  shall 
be  accompanied  by  the  payment  of  such  membership  fee  as  said 
by-laws  shall  require ;  and  each  such  application,  when  accepted, 
shall  be  filed  by  the  secretary  in  the  office  of  the  association ;  and 
the  applicant  shall  thereupon  be  and  become  a  member  thereof. 
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§  2.  Section  two  of  such  chapter  is  hereby  amended  to  read 
as  follows : 

§  2.  This  association  shall  he  managed  hy  a  hoard  of  twenty- 
five  directors,  divided  into  five  classes,  whose  respective  terms  of 
office  shall  be  five  years  and  until  their  successors,  respectively, 
shall  he  elected,  as  said  hoard  is  now  constituted,  the  successors  of 
the  class  of  nineteen  hundred  and  fourteen  to  he  elected  at  the  next 
annual  meeting  of  the  association,  hy  ballot  for  the  full  term  of 
five  years,  and  those  of  the  other  classes  annually  thereafter  in  the 
order  in  which  their  respective  terms  shall  expire.  At  the  next 
annual  meeting  of  the  association,  each  member  of  said  association, 
may  have  a  seat  in  said  meeting,  and  may  have  one  vote,  and  at 
each  subsequent  annual  meeting  for  the  election  of  direc¬ 
tors,  only  members  of  the  association  shall  be  entitled  to  represen¬ 
tation,  each  religious  society  to  be  represented  by  a  delegate  duly 
appointed  therefor  by  its  board  of  trustees  and  to  have  one  vote, 
and  each  other  member,  to  be  entitled  to  a  seat  in  said  meetings 
and  to  one  vote. 

§  3.  Sections  four  and  seven  of  such  chapter,  as  amended  by 
chapter  five  hundred  and  fifty-four  of  the  laws  of  nineteen  hun¬ 
dred  and  one,  are  hereby  amended  to  read,  respectively,  as  fol¬ 
lows: 

§  4.  Said  board  of  directors,  who  shall  be  members  of  the  asso¬ 
ciation  hy  virtue  of  their  office  and  he  entitled  to  vote  at  the  an¬ 
nual  meetings  of  the  association,  shall  have  full  management  and 
control  of  the  affairs  and  business  of  the  association.  It  shall  have 
power  to  make,  adopt  and  enforce  by-laws,  not  inconsistent  with 
this  act  and  the  laws  of  this  state,  for  its  government  and  the 
orderly  transaction  of  the  business  of  the  association,  and  from 
time  to  time  amend  the  same,  which  by-laws  shall  be  the  by-laws 
of  the  association  and  shall  hind  all  its  members.  Said  by-laws 
shall  prescribe  the  number  and  time  of  the  meetings  of  said  board, 
the  number  of  directors  necessary  to  constitute  a  quorum  for  the 
transaction  of  business,  the  manner  of  filling  vacancies  in  office, 
the  manner  of  fixing  the  compensation  of  officers,  the  amount  of 
membership  fees,  the  manner  of  placing  and  classification  of  risks, 
the  manner  of  adjustment  and  collection  of  assessments  for  the 
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payment  of  losses  and  damages  sustained  by  members,  the  man¬ 
ner  of  notification  of  members  of  assessments  levied,  and  may 
embrace  all  other  provisions,  rules  and  regulations  necessary  for 
transacting  the  business  of  said  association  and  for  carrying  into 
effect  the  purposes  of  this  act.  Said  by-laws  may  provide  for  an 
executive  committee  for  such  purposes  as  may  be  necessary,  which 
committee  shall  be  elected  by  said  board  at  such  time  as  it  shall 
see  fit  and  may  be  changed  at  the  pleasure  of  said  board,  and  may 
require  its  officers  to  give  such  bonds  as  the  interest  of  said  asso¬ 
ciation  may  demand. 

§  7.  The  directors  of  this  association  may  issue  policies  of  in¬ 
surance,  signed  by  the  president  and  secretary,  agreeing  in  the 
name  of  the  association,  to  pay  all  damages  not  exceeding  the 
amount  insured,  done  by  fire  or  lightning  or  windstorm  to 
churches,  parsonages  and  their  contents,  sheds,  barns  and  other 
property,  belonging  to  the  several  religious  societies  and  to  the 
pastors,  clergymen  and  other  persons  eligible  to  membership  in  said 
association,  which  the  association  is  hereinbefore  authorized  to 
insure,  and  detached  at  such  distances  from  other  buildings  as 
the  by-laws  of  the  association  may  prescribe,  during  the  period  of 
five  years  from  the  date  of  the  policy,  or  such  shorter  period  as 
the  by-laws  of  the  association  may  prescribe;  and  no  risk  upon  a 
dwelling  house  and  contents  shall  exceed  the  sum  of  five  thousand 
dollars,  and  no  other  single  risk  shall  exceed  the  sum  of  twenty 
thousand  dollars;  but  every  such  risk  above  five  thousand  dollars 
in  amount  shall  be  reinsured  in  solvent  insurance  companies 
authorized  to  do  business  in  the  state  so  that  the  net  risk  of  this 
association  in  such  cases  shall  not  exceed  five  thousand  dollars; 
and  no  policy  shall  be  issued  on  any  building  or  property  except 
buildings  and  contents  owned  by  corporations  or  persons  eligible  to 
membership  in  said  association.  This  association  may  issue  more 
than  one  policy  to  one  member  thereof  owning  separate  or  de¬ 
tached  buildings  or  property,  such  as  this  act  or  the  by-laws  of 
said  association  permit  it  to  insure.  Every  policy  issued  by  the 
association  shall  have  attached  thereto  or  printed  thereon,  a  copy 
of  the  by-laws  and  regulations  of  the  association,  or  such  parts 
thereof  as  shall  be  deemed  necessary,  which  shall  form  a  part  of 
the  contract  between  the  association  and  the  insured. 
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§  4.  Section  eight  of  such  chapter  is  hereby  amended  to  read 
as  follows: 

§  8.  Every  member  of  this  association  holding  a  policy  thereof, 
not  expired  or  vitiated,  who  or  which  has  sustained  a  loss  or  dam¬ 
age  by  fire  or  lightning,  or  windstorm,  in  cases  where  damage  by 
windstorm  is  insured  against  in  the  policy,  to  the  building  or 
buildings  or  other  property  covered  'by  said  policy  since  the  issue 
of  the  same  shall  immediately  notify  the  secretary  of  the  associa¬ 
tion  in  the  manner  prescribed  by  the  by-laws  of  the  association 
of  his  or  its  loss  or  damage,  and  it  shall  be  the  duty  of  the  officers 
of  the  association  to  proceed  at  once  to  ascertain  and  adjust  such 
loss  or  damage  in  the  manner  provided  by  said  by-laws. 

§  5.  Such  chapter  is  hereby  amended  by  adding  thereto  a  new 
section,  to  be  section  thirteen,  to  read  as  follows : 

§  13.  An  exemption  from  taxation  equivalent  to  that  granted 
to  a  town  or  county  co-operative  insurance  corporation  by  subdivi¬ 
sion  three  of  section  one  hundred  and  eighty-seven  of  article  nine 
of  chapter  sixty  of  the  consolidated  laws  shall  be  allowed  to  this 
association. 

§  6.  This  act  shall  take  effect  immediately. 


Chap.  180. 

A  A  ACT  to  amend  the  penal  law,  in  relation  to  discriminations 
and  rebates  by  corporations  transacting  business  of  life  insur¬ 
ance  on  the  co-operative  or  assessment  plan. 

Became  a  law  April  3,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York ,  represented  in  Senate 
and  Assembly ,  do  enact  as  follows: 

Section  1.  Section  eleven  hundred  and  ninety-one  of  chapter 
eighty-eight  of  the  laws  of  nineteen  hundred  and  nine,  entitled 
“An  act  providing  for  the  punishment  of  crime,  constituting 
chapter  forty  of  the  consolidated  laws,”  is  hereby  amended  to  read 
as  follows : 

§  1191.  Discriminations  and  rebates  by  life  insurance  corpo¬ 
rations  prohibited.  Any  life  insurance  corporation  or  corporation 
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transacting  the  business  of  life  insurance  on  the  co-operative  or 
assessment  plan  doing  business  in  this  state,  or  any  officer  or  agent 
thereof,  who: 

1.  Makes  any  discrimination  in  favor  of  individuals  of  the 
same  class  or  of  the  same  expectation  of  life  either  in  the  amount 
of  the  premium  charged  or  in  any  return  of  premiums,  dividends 
or  other  advantages ;  or, 

2.  Makes  any  contract  for  insurance  or  agreement  as  to  such 
contract  other  than  that  which  is  plainly  expressed  in  the  policy 
issued;  or, 

3.  Pays  or  allows,  or  offers  to  pay  or  allow  as  an  inducement 
to  any  person  to  insure,  any  rebate  or  premium,  or  any  special 
favor  or  advantage  whatever,  in  the  dividends  to  accrue  thereon 
or  any  inducement  whatever  not  specified  in  the  policy ;  or, 

4.  Makes  any  distinction  or  discrimination  between  white 
persons  and  colored  persons,  wholly  or  partially  of  African  de¬ 
scent,  as  to  the  premiums  or  rates  charged  for  policies  upon  the 
lives  of  such  persons,  or  in  any  other  manner  whatever ;  or  demands 
or  requires  a  greater  premium  from  such  colored  persons  than  is  at 
that  time  required  by  such  company  from  white  persons  of  the 
same  age,  sex,  general  condition  of  health  and  prospect  of  lon¬ 
gevity;  or  makes  or  requires  any  rebate,  diminution  or  discount 
upon  the  amount  to  he  paid  on  such  policy  in  case  of  the  death  of 
such  colored  persons  insured,  or  inserts  in  the  policy  any  condition, 
or  makes  any  stipulation  whereby  such  person  insured  shall  bind 
himself,  or  his  heirs,  executors,  administrators  and  assigns  to 
accept  any  sum  less  than  the  full  value  or  amount  of  such  policy 
in  case  of  a  claim  accruing  thereon  by  reason  of  the  death  of  such 
person  insured,  other  than  such  as  are  imposed  upon  white  persons 
in  similar  cases,  is  guilty  of  a  misdemeanor.  ISTothing  in  this 
section  shall  be  construed  to  require  any  corporation  doing  busi¬ 
ness  under  article  six  or  seven  of  the  insurance  law,  which  limits 
and  confines  its  business  or  membership  to  the  members  of  a  secret 
or  fraternal  order  or  body,  to  insure  or  accept  any  individual  who 
is  not  a  member  of  such  secret  or  fraternal  order  or  body. 

§  2.  This  act  shall  take  effect  September  first,  nineteen  hun¬ 
dred  and  thirteen. 


Insurance  Laws  of  1913 


79 


Ctiap.  1S1. 

AH  ACT  to  amend  the  insurance  law,  in  relation  to  the  standard 
fire  insurance  policy  of  the  state  of  New  York  and  the  adjust¬ 
ment  of  losses  thereunder. 

Became  a  law  April  3,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York,  represented  in  Senate 
and  Assembly ,  do  enact  as  follows: 

Section  1.  Section  one  hundred  and  twenty-one  of  chapter 
thirty-three  of  the  laws  of  nineteen  hundred  and  nine,  entitled 
“An  act  in  relation  to  insurance  corporations,  constituting  chap¬ 
ter  twenty-eight  of  the  consolidated  laws/’  as  amended  by  chapter 
two  hundred  and  forty  of  the  laws  of  nineteen  hundred  and  nine, 
and  chapters  one  hundred  and  sixty-eight,  six  hundred  and  thirty- 
eight  and  six  hundred  and  sixty-eight  of  the  laws  of  nineteen 
hundred  and  ten,  is  hereby  amended  to  read  as  follows : 

§  121.  Standard  fire  insurance  policy  to  be  prescribed  and  used. 

The  printed  blank  form  of  a  contract  or  policy  of  fire  insurance, 
with  such  provisions,  agreements  or  conditions  as  may  be  indorsed 
thereon  or  added  thereto  and  form  a  part  of  such  contract  or 
policy,  heretofore  filed  in  the  office  of  the  secretary  of  state  by 
the  superintendent  of  insurance  or  by  the  New  York  board  of 
fire  underwriters  pursuant  to  the  provisions  of  chapter  four  hun¬ 
dred  and  eighty-eight  of  the  laws  of  eighteen  hundred  and  eighty- 
six  shall  be  transferred  by  the  secretary  of  state  to  the  office  of  the 
superintendent  of  insurance  and,  together  with  such  provisions, 
agreements  or  conditions  as  may  be  filed  by  the  New  York  board 
of  fire  underwriters  in  the  office  of  the  superintendent  of  insurance 
and  approved  by  him,  which  provisions,  agreements  or  conditions 
shall  be  void  if  they  are  inconsistent  with  the  standard  fire  insur¬ 
ance  policy  heretofore  filed  in  the  office  of  the  secretary  of  state, 
shall  be  known  and  designated  as  the  “  standard  fire  insurance 
policy  of  the  state  of  Hew  York.”  Ho  fire  insurance  corporation, 
its  officers  or  agents,  shall  make,  issue,  or  deliver  for  use,  any  fire 
insurance  policy  or  the  renewal  of  any  such  policy  on  property  in 
this  state,  other  than  such  as  shall  conform  in  all  particulars  as  to 
blanks,  size  of  type,  context,  provisions,  agreements  and  conditions 
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with  such  printed  blank  form  of  contract  or  policy;  and  no  other 
or  different  provision,  agreement,  condition  or  clause  shall  be  in 
any  manner  made  a  part  of  such  contract  or  policy  or  indorsed 
thereon  or  delivered  therewith,  except  as  follows,  to  wit : 

First.  The  name  of  the  corporation,  its  location  and  place  of 
business,  date  of  its  incorporation  or  organization,  whether  it  is 
a  stock  or  mutual  corporation,  the  names  of  its  officers,  the  num¬ 
ber  and  date  of  the  policy,  and  if  issued  through  a  manager  or 
agent  the  words  “  this  policy  shall  not  be  valid  until  countersigned 
by  the  duly  authorized  manager  or  agent  of  the  corporation  at 

Second.  Printed  or  written  forms  of  description  and  specifi¬ 
cation,  or  schedules  of  the  property  covered  by  any  particular 
policy,  and  any  other  matter  necessary  to  clearly  express  all  the 
facts  and  conditions  of  insurance  on  any  particular  risk  not  incon¬ 
sistent  with  or  a  waiver  of  any  of  the  conditions  or  provisions 
of  the  standard  policy  herein  provided  for. 

Third.  With  the  approval  of  the  superintendent  of  insurance, 
if  the  same  is  not  already  included  in  such  standard  form,  any 
provision  which  any  such  corporation  is  required  by  law  to  in¬ 
sert  in  its  policies,  not  in  conflict  with  the  provisions  of  such 
standard  form.  Such  provisions  shall  he  printed  apart  from  the 
other  provisions,  agreements  or  conditions  of  the  policy  under  a 
separate  title  as  follows :  “  Provisions  required  by  law  to  he  stated 
in  this  policy.” 

After  the  first  day  of  January,  nineteen  hundred  and  eleven, 
such  policy  or  contract  may  be  printed,  written  or  typewritten  with 
any  size  of  type  or  on  any  size  or  shape  of  paper  which  shall  have 
the  written  approval  of  the  superintendent  of  insurance. 

The  name,  with  the  word  “  agent  ”  or  “  agents/7  and  place  of 
business,  of  any  insurance  agent  or  agents,  either  by  writing, 
printing,  stamping  or  otherwise,  may  be  indorsed  on  the  out¬ 
side  of  such  policies. 

Two  or  more  fire  insurance  corporations,  authorized  to  trans¬ 
act  business  in  this  state,  may  issue  a  combination  standard  form 
of  policy,  using  a  distinctive  title  therefor,  which  title  shall  appear 
at  the  head  of  such  policy  followed  by  the  titles  of  the  several 
corporations  obligated  thereupon,  and  which  policy  shall  be 


Insurance  Laws  of  1913 


81 


executed  by  the  officers  of  each  of  such  corporations;  provided, 
that  before  such  corporation  shall  issue  such  combination  policy, 
they  shall  have  received  the  express  permission  of  the  superin¬ 
tendent  of  insurance  to  issue  the  same,  and  the  title  of  such  pro¬ 
posed  policy  and  the  terms  of  the  additional  provisions  thereof, 
hereby  authorized,  shall  have  been  approved  by  him,  which  terms, 
in  addition  to  the  provisions  of  the  standard  policy  and  not  in¬ 
consistent  therewith,  shall  provide  substantially  under  a  separate 
title  therein,  to  be  known  as  “  Provisions  specially  applicable  to 
this  combination  policy,”  as  follows: 

(a)  That  each  corporation  executing  such  policy  shall  be  liable 
for  the  full  amount  of  any  loss  or  damage,  according  to  the  terms 
of  the  policy,  or  a  specific  percentage  thereof;  (b)  that  service 
of  process,  or  of  any  notices  required  by  the  said  policy,  upon  any 
of  the  corporations  executing  the  same  shall  be  deemed  to  be 
service  upon  all;  and  provided,  further,  that  the  unearned  pre¬ 
mium  liability  on  each  policy  so  issued  shall  be  maintained  by  each 
of  such  corporations  on  the  basis  of  the  liability  of  each  to  the 
insured  thereunder. 

§  2.  Such  chapter  is  hereby  amended  by  inserting  therein  a 
new  section,  to  be  section  one  hundred  and  twenty-one-a,  to  read  as 
follows : 

§  121-a.  Appointment  of  umpire  by  court.  When,  in  the  event 
of  any  loss  or  damage  to  property  in  this  state  described  in  any 
policy  of  fire  insurance  and  covered  thereby,  the  ascertainment  of 
the  amount  of  any  such  loss  or  damage  is,  as  provided  in  the 
policy,  to  be  determined  by  appraisers,  one  selected  by  the  com¬ 
pany,  the  other  by  the  insured,  and  the  two  so  chosen  shall  have 
failed  or  neglected,  for  a  space  of  ten  days  after  both  have  been 
chosen,  to  agree  upon  and  select  an  umpire,  it  shall  be  lawful  for 
either  the  insured  or  the  company  to  apply  to  any  court  of  record 
in  the  county  in  which  the  property  is  or  was  located,  on  five  days7 
notice  in  writing,  to  the  other  party  of  his  or  its  intention  so  to 
do,  to  appoint  a  competent  and  disinterested  umpire.  Any  such 
notice  in  writing,  when  served  by  the  insured,  may  be  served 
upon  any  local  agent  of  the  company ;  and  the  said  court  shall,  on 
proof  by  affidavit  of  the  failure  or  neglect  of  the  said  appraisers 
to  agree  upon  and  select  an  umpire  within  the  time  aforesaid, 
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and  of  the  service  of  notice  aforesaid,  forthwith  appoint  a  com¬ 
petent  and  disinterested  person  to  act  as  umpire  in  the  ascertain¬ 
ment  of  the  amount  of  said  loss  or  damage;  and  the  acts  of  the 
umpire  so  appointed  shall  be  binding  upon  the  insured  and  the 
company  to  the  same  extent  as  if  such  umpire  had  been  selected 
in  the  manner  provided  for  in  said  policy  of  insurance. 

Ho  policy  of  fire  insurance  shall  be  hereafter  issued  on  property 
located  in  this  state,  unless  the  foregoing  provisions  of  this  section 
shall  be  printed  on  or  attached  thereto  under  the  following  title: 
“  Provisions  required  by  law  to  be  stated  in  this  policy.” 

§  3.  This  act  shall  take  effect  June  thirtieth,  nineten  hundred 
and  thirteen. 


Chiap.  IS 2, 

AH  ACT  to  amend  the  insurance  law,  in  relation  to  surety  com¬ 
panies. 

Became  a  law  April  3,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York ,  represented  in  Senate 
and  Assembly ,  do  enact  as  follows: 

Section  1.  Section  one  hundred  and  eighty-one  of  chapter 
thirty-three  of  the  laws  of  nineteen  hundred  and  nine,  entitled  “An 
act  in  relation  to  insurance  corporations,  constituting  chapter 
twenty-eight  of  the  consolidated  laws,”  is  hereby  amended  to  read 
as  follows: 

§  181.  May  execute  bonds  and  undertakings.  Whenever  a  bond, 
undertaking,  recognizance,  guaranty  or  other  obligation  is  re¬ 
quired,  permitted,  authorized  or  allowed ;  or  whenever  the  per¬ 
formance  of  any  act,  duty  or  obligation,  or  the  refraining  from 
any  act,  is  required,  permitted,  authorized  or  allowed  to  be  secured 
or  guaranteed,  such  bond,  undertaking,  recognizance  or  other  obli¬ 
gation,  or  such  security  or  guaranty,  may  be  executed  by  a  corpo¬ 
ration  authorized  by  the  laws  of  this  state  and  by  its  charter  to 
execute  such  instrument ;  and  such  corporations  are  authorized  and 
empowered  to  execute  all  such  instruments;  and  the  execution  by 
any  such  corporation  of  such  bond,  undertaking,  recognizance, 
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guaranty  or  other  obligation  by  an  officer,  attorney  in  fact  or  other 
authorized  representative  shall  he  sufficient  and  be  accepted  as  and 
he  a  full  compliance  with  every  law  or  other  requirement  now  in 
force  or  that  may  hereafter  he  enacted  or  made  that  such  bond, 
undertaking,  recognizance,  guaranty  or  like  obligation  he  required 
or  permitted  or  be  executed  by  a  surety  or  sureties,  or  that  such 
surety  or  sureties  be  residents,  householders  or  freeholders,  or  pos¬ 
sess  any  other  qualifications. 

§  2.  Section  one  hundred  and  eighty-two  of  such  chapter  is 
hereby  amended  to  read  as  follows : 

§  182.  Issuance  of  certificate  of  solvency  by  superintendent  of 
insurance.  The  superintendent  of  insurance  shall  on  application 
issue  to  any  such  corporation  his  certificate  that  it  is  qualified  to 
become  and  be  accepted,  subject  to  the  limitations  specified  in  sec¬ 
tion  twenty-four  of  this  chapter,  as  surety  or  guarantor  on  all 
bonds,  undertakings,  other  obligations  or  guaranties  specified  in 
section  one  hundred  and  eighty-one  of  this  chapter  or  under  any 
other  law  or  requirement  which  certificate  or  a  copy  thereof  certi¬ 
fied  to  he  such  by  the  superintendent,  shall  he  conclusive  evidence 
of  the  solvency  of  such  corporation  and  of  its  sufficiency  as  such 
surety  or  guarantor,  and  of  the  propriety  of  accepting  and  approv¬ 
ing  it  as  such,  and  he  in  lieu  of  any  justification  required  of  such 
corporation  by  any  law  or  requirement.  The  superintendent  may 
at  any  time  after  the  issuance  of  a  certificate  of  solvency,  upon 
notice  to  and  hearing  of  such  corporation,  revoke  such  certificate 
by  filing  a  revocation  thereof  in  his  office  and  serving  a  copy  on 
the  corporation  to  which  such  certificate  was  issued.  The  superin¬ 
tendent  may  publish  notice  of  such  revocation  in  such  newspapers 
as  he  deems  proper. 

§  3.  Section  one  hundred  and  eighty-three  of  such  chapter  is 
hereby  repealed. 

§  4.  Section  one  hundred  and  eighty-four  is  hereby  renumbered 
section  one  hundred  and  eighty-three,  and  amended  to  read  as 
follows : 

§  183.  Supreme  court  may  require  statement  to  be  filed.  If  a 

certificate  of  solvency  shall  not  have  been  issued  by  the  superin¬ 
tendent  of  insurance  to  any  such  corporation,  or  if  such  certificate 
shall  have  been  revoked,  the  supreme  court  in  the  judicial  depart- 
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ment  which  includes  the  county  in  which  the  principal  place  of 
business  in  this  state  of  any  such  corporation  shall  be  located,  may, 
at  any  time,  and  as  frequently  as  said  court  shall  deem  requisite, 
require  such  corporation  to  file  with  the  clerk  of  said  county  a 
sworn  statement  of  its  condition,  and  may  also  require  such  cor¬ 
poration,  through  one  or  more  of  its  officers,  to  submit  to  an  exam¬ 
ination  as  to  its  solvency.  Such  statement  and  examination,  when 
filed  with  said  clerk,  or  a  certified  copy  thereof  filed  with  the  clerk 
of  any  other  county,  may  he  received  and  considered  as  justifica¬ 
tion  upon  any  and  all  bonds,  undertakings  or  other  instruments 
executed  or  guaranteed  by  such  corporations,  which  shall  thereafter 
be  presented  for  approval. 

§  5.  This  act  shall  take  effect  July  first,  nineteen  hundred  and 
thirteen. 


Chiap.  205. 

AjST  ACT  to  amend  the  insurance  law,  in  relation  to  the  contents 

of  advertisements. 

Became  a  law  April  4,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York,  represented  in  Senate 
and  Assembly ,  do  enact  as  follows: 

Section  1.  Section  forty-eight  of  chapter  thirty-three  of  the  laws 
of  nineteen  hundred  and  nine,  entitled  "An  act  in  relation  to  in¬ 
surance  corporations,  constituting  chapter  twenty-eight  of  the  con¬ 
solidated  laws,”  is  hereby  amended  to  read  as  follows : 

g  48.  Contents  of  advertisements.  Every  advertisement  or  pub¬ 
lic  announcement,  and  every  sign,  circular  or  card  issued  by  any 
insurance  corporation  or  association  incorporated  by  or  existing 
under  the  laws  of  this  state  or  of  any  other  state  of  the  United 
States  and  doing  business  in  this  state,  purporting  to  make  known 
its  financial  standing,  shall  exhibit  the  amount  of  the  capital  actu¬ 
ally  paid  in  in  cash,  the  assets  owned,  the  liabilities,  including 
therein  the  premium  and  loss  reserves  required  by  law.  and  the 
amount  of  net  surplus  or  assets  over  all  its  liabilities  actually  avail¬ 
able  for  the  payment  of  its  losses  and  claims,  and  held  for  the  pro- 
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tection  of  its  policyholders,  and  shall  correspond  with  the  verified 
statement  made  by  it  to  the  insurance  department  next  preceding 
the  making  or  issuing  of  the  same.  Every  advertisement  or  public 
announcement,  and  every  sign,  circular  or  card  issued  by  any  in¬ 
surance  corporation  or  association  incorporated  by  or  existing  un¬ 
der  the  government  or  laws  of  a  country  outside  of  the  United 
States  and  doing  business  in  this  state,  purporting  to  make  known 
its  financial  standing,  shall  exhibit  as  capital  and  as  assets  only 
the  capital  and  assets  held  by  its  United  States  branch,  the  liabil¬ 
ities,  including  therein  the  premium  and  loss  reserves  required  by 
law,  and  the  amount  of  net  surplus  of  assets  over  all  its  liabilities 
actually  available  for  the  payment  of  its  losses  and  claims  and  held 
for  the  protection  of  its  policyholders  in  the  United  States,  and 
shall  correspond  with  the  verified  statement  made  by  it  to  the  in¬ 
surance  department  next  preceding  the  making  or  issuing  of  the 
same.  For  every  violation  of  this  and  the  preceding  section  by 
any  such  corporation,  it  shall  forfeit  for  the  first  offense  to  the  peo¬ 
ple  of  the  state  the  sum  of  five  hundred  dollars,  and  for  every  sub¬ 
sequent  offense  the  sum  of  one  thousand  dollars,  which  sums,  when 
recovered,  shall  he  paid  into  the  treasury  of  the  state.  This  sec¬ 
tion  shall  not  apply  to  any  life  insurance  corporation  nor  to  any 
domestic  or  foreign  insurance  corporation  or  association  engaged 
solely  in  the  business  of  marine  or  transportation  insurance  or  in 
such  business  in  connection  with  the  business  of  automobile  in¬ 
surance. 

§  2.  This  act  shall  take  effect  immediately. 


Chap.  215. 

AU  ACT  to  amend  the  insurance  law,  in  relation  to  the  capital 
of  title,  credit  guaranty  and  securities  guaranty  corporations. 

.Became  a  law  April  4,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  Stale  of  New  York,  represented  in  Senate 
and  Assembly,  do  enact  as  folloivs: 

Section  1.  Section  one  hundred  and  seventy  of  chapter  thirty- 
three  of  the  laws  of  nineteen  hundred  and  nine,  entitled  “An  act 


86 


Ixsuraxce  Laws  of  1913 


in  relation  to  insurance  corporations,  constituting  chapter  twenty- 
eight  of  the  consolidated  laws/’  as  amended  by  chapter  three  hun¬ 
dred  and  two  of  the  laws  of  nineteen  hundred  and  nine  and  chap¬ 
ter  five  hundred  and  twenty-five  of  the  laws  of  nineteen  hundred 
and  eleven,  is  hereby  amended  to  read  as  follows : 

§  170.  Incorporation.  Live  or  more  persons  may  form  a  cor¬ 
poration  for  one  of  the  following  purposes: 

1.  To  examine  title  to  real  property  and  chattels  real,  to  pro¬ 
cure  and  furnish  information  in  relation  thereto,  make  and  guar¬ 
antee  the  correctness  of  searches  for  all  instruments,  liens  or 
charges  affecting  the  same,  guarantee  or  insure  the  payment  of 
bonds  and  mortgages,  or  notes  of  individuals  or  partnerships  se¬ 
cured  by  mortgages  upon  real  property  situated  in  this  or  any 
other  state,  and  bonds,  notes,  debentures  and  other  evidences  of 
indebtedness  of  solvent  corporations  secured  by  deed  of  trust  or 
mortgage  upon  real  property  situated  in  this  or  any  other  state, 
invest  in,  purchase  and  sell,  with  such  guarantee  or  with  guarantee 
only  against  loss  by  reason  of  defective  title  or  incumbrances, 
bonds  and  mortgages,  and  notes  of  individuals  or  partnerships 
secured  by  mortgages  upon  improved  and  unincumbered  real 
property  situated  in  this  or  any  other  state  worth  fifty  per  cen¬ 
tum  more  than  the  amount  loaned  thereon,  and  bonds,  notes,  de¬ 
bentures  and  other  evidences  of  indebtedness  of  solvent  corpora¬ 
tions  secured  by  deed  of  trust  or  mortgages  upon  improved  and 
unincumbered  real  property  situated  in  this  state  or  outside  of 
this  state  worth  fifty  per  centum  more  than  the  amount  loaned 
thereon,  and  guarantee  and  insure  the  owners  of  real  property 
and  chattels  real  and  others  interested  therein  against  the  loss 
by  reason  of  defective  title  thereto  and  other  incumbrances 
thereon,  which  shall  he  known  as  a  title  guaranty  corporation ;  or 

1-a.  To  guarantee  the  validity  and  legality  of  bonds  or  other 
evidences  of  indebtedness  issued  by  any  state  or  by  any  city, 
county,  town,  village,  school  district,  municipality  or  other  civil 
division  of  any  state,  or  hv  any  private  or  public  corporation;  to 
act  as  registrar  or  transfer  agent,  but  not  fiscal  of  any  such  cor¬ 
poration,  and  to  transfer  and  countersign  its  certificates  of  stocks, 
bonds  or  other  evidences  of  indebtedness.  Such  corporation  shall 
he  known  as  a  securities  guaranty  corporation  and  shall  he 
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governed  by  and  subject  to  the  provisions  of  law  applicable  to  a 
title  guaranty  corporation  organized  under  this  article;  or 

2.  To  guarantee  and  indemnify  merchants,  traders  and  those  en¬ 
gaged  in  business  and  giving  credit  from  loss  and  damage  by  rea¬ 
son  of  giving  and  extending  credit  to  their  customers,  and  those 
dealing  with  them,  which  shall  be  known  as  a  credit  guaranty 
corporation ;  by  making,  acknowledging  and  filing  a  certificate 
stating : 

1.  The  name  of  the  proposed  corporation. 

2.  The  kind  of  corporation  to  be  formed  and  its  purposes. 

3.  The  amount  and  description  of  the  capital  stock. 

4.  The  location  of  its  office. 

5.  The  duration  of  the  corporation,  not  exceeding  fifty  years. 

Ho  credit  guaranty  corporation  or  securities  guaranty  corpora¬ 
tion  shall  be  formed  for  the  transaction  of  business  in  this  state, 
with  a  smaller  capital  than  two  hundred  and  fifty  thousand  dol¬ 
lars.  Ho  title  guaranty  corporation  shall  be  formed  with  a  smaller 
capital  than  one  hundred  and  fifty  thousand  dollars,  which  shall 
be  divided  into  shares  of  one  hundred  dollars  each.  Such  certifi¬ 
cate  shall  be  filed  in  the  office  of  the  superintendent  of  insurance, 
who  shall  thereupon  issue  a  license  to  the  persons  making  such 
certificate,  empowering  them  as  commissioners  to  open  books  of 
subscription  to  the  capital  stock  of  the  corporation  at  such  times 
and  places  as  they  may  determine. 

Any  corporation  heretofore  organized  under  subdivision  one 
of  this  section  shall  have  all  the  powers  conferred  by  such  sub¬ 
division  as  amended  hereby. 

§  2.  This  act  shall  take  effect  immediately. 


Chop.  296. 

AH  ACT  to  amend  the  insurance  law,  in  relation  to  the  incor¬ 
poration  of  fire  insurance  corporations. 

Became  a  law  April  16,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  Nevj  Yorh,  represented  in  Senate 
and  Assembly ,  do  enact  as  follows: 

Section  1.  Section  one  hundred  and  ten  of  chapter  thirty-three 
of  the  laws  of  nineteen  hundred  and  nine,  entitled  “An  act  in 
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relation  to  insurance  corporations,  constituting  chapter  twenty- 
eight  of  the  consolidated  laws,”  as  amended  by  chapter  one  hun¬ 
dred  and  sixty-eight  of  the  laws  of  nineteen  hundred  and  ten  and 
chapter  one  hundred  and  twenty-six  of  the  laws  of  nineteen  hun¬ 
dred  and  eleven,  is  hereby  amended  to  read  as  follows: 

§  110.  Incorporation.  Thirteen  or  more  persons  may  become 
a  corporation  for  the  purpose  of  making  insurances  on  dwelling 
houses,  stores  and  all  kinds  of  buildings  and  household  furniture, 
and  other  property  against  loss  or  damage,  including  loss  of  use 
or  occupancy,  by  fire,  lightning,  windstorm,  tornado,  cyclone, 
earthquake,  hail,  frost  or  snow,  and  by  explosion  whether  fire 
ensues  or  not,  except  explosion  on  risks  specified  in  subdivision 
seven  of  section  seventy  of  this  chapter,  and  also  against  loss 
or  damage  by  water  to  any  goods  or  premises  arising  from  the 
breakage  or  leakage  of  sprinklers,  pumps  or  other  apparatus 
erected  for  extinguishing  fires,  and  of  water  pipes,  and  against 
accidental  injury  to  such  sprinklers,  pumps  or  other  apparatus, 
and  upon  vessels,  boats,  cargoes,  goods,  merchandise,  freights  and 
other  property  against  loss  or  damage  by  all  or  any  of  the  risks 
of  lake,  river,  canal  and  inland  navigation  and  transportation, 
as  well  as  by  any  or  all  of  the  risks  specified  in  section  one  hun¬ 
dred  and  fifty  of  this  chapter,  including  insurances  upon  auto¬ 
mobiles,  whether  stationary  or  being  operated  under  their  own 
power,  which  shall  include  all  or  any  of  the  hazards  of  fire,  ex¬ 
plosion,  transportation,  collision,  loss  by  legal  liability  for  damage 
to  property  resulting  from  the  maintenance  and  use  of  automo¬ 
biles,  and  loss  by  burglary  or  theft  or  both,  but  shall  not  include 
insurance  against  loss  by  reason  of  bodily  injury  to  the  person, 
and  to  effect  reinsurances  of  any  risks  taken  by  it,  by  filing  in 
the  office  of  the  superintendent  of  insurance  a  declaration  signed 
by  all  of  them,  of  their  intention  to  form  a  corporation  for  the 
purpose  of  transacting  the  business  of  making  any  or  all  of  such 
insurances,  which  shall  comprise  a  copy  of  the  charter  proposed 
to  be  adopted  by  them,  setting  forth  the  name  of  the  corporation, 
the  place  of  location  of  its  office,  the  mode  in  which  its  corporate 
powers  are  to  be  exercised  and  its  directors  elected,  a  majority 
of  whom  shall  be  citizens  of  this  state,  and  if  a  stock  corporation, 
the  owner  in  his  own  right  of  at  least  five  hundred  dollars  of  the 
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stock  of  the  corporation  at  its  par  value,  the  mode  of  filling  va¬ 
cancies  in  the  office  of  director,  the  period  for  the  commencement 
and  termination  of  its  fiscal  year  and  the  amount  of  capital  to  be 
employed  in  the  transaction  of  its  business;  provided  that  a  cor¬ 
poration  including  in  its  charter  a  provision  to  assume  any  of 
the  risks  of  ocean  marine  insurance  as  specified  in  section  one 
hundred  and  fifty  of  this  chapter  must  have  a  capital,  paid  in  in 
cash,  of  at  least  four  hundred  thousand  dollars. 

Ho  such  declaration  shall  be  filed,  unless  the  persons  signing 
the  same  shall  have  previously  published  for  at  least  two  weeks 
successively  a  notice  of  their  intention  to  form  such  a  corporation 
in  a  public  newspaper  in  the  county  where  its  office  is  to  be  located. 

Every  such  corporation  shall  be  known  as  a  fire  insurance  cor¬ 
poration.  Ho  such  corporation  shall  directly  or  indirectly  deal 
or  trade  in  buying  or  selling  any  goods,  wares,  merchandise  or 
other  commodities  whatever,  except  such  articles  as  may  be  in¬ 
sured  by  it  and  are  claimed  to  be  damaged  by  any  cause  so  in¬ 
sured  against. 

§  2.  This  act  shall  take  effect  immediately. 


Ctiap.  304. 

AH  ACT  to  amend  the  insurance  law,  generally. 

Became  a  law  April  17,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York,  represented  in  Senate 
and  Assembly ,  do  enact  as  follows: 

Section  1.  Section  six  of  chapter  thirty- three  of  the  laws  of 
nineteen  hundred  and  nine,  entitled  “An  act  in  relation  to  in¬ 
surance  corporations,  constituting  chapter  twenty-eight  of  the  con¬ 
solidated  laws,”  as  amended  by  chapter  six  hundred  and  thirty- 
four  of  the  laws  of  nineteen  hundred  and  ten,  is  hereby  amended 
to  read  as  follows : 

§  6.  Fees.  Every  corporation  or  person  to  whom  this  chapter 
shall  be  applicable  shall  pay  the  following  fees  to  the  superinten¬ 
dent,  unless  remitted  by  him.  Eor  filing  the  declaration  and  certi¬ 
fied  copy  of  the  charter  required  by  law,  thirty  dollars.  Eor  filing 
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the  annual  report  required  by  law,  twenty  dollars.  For  each  cer¬ 
tificate  of  authority  and  certified  copy  thereof,  and  for  each  certifi¬ 
cate  of  deposit,  valuation  or  compliance,  not  exceeding  five  dol¬ 
lars.  For  every  copy  of  any  paper  filed  in  his  office,  ten  cents 
per  folio ;  and  for  affixing  the  official  seal  on  such  copy  and  certi¬ 
fying  the  same,  one  dollar.  All  fees,  perquisites  and  moneys  re¬ 
ceived  by  the  insurance  department,  or  any  officer  thereof,  shall 
be  paid  into  the  state  treasury  as  required  by  the  state  finance  law. 

§  2.  Section  sixteen  of  such  chapter  as  amended  by  chapters 
two  hundred  and  forty  and  three  hundred  and  two  of  the  laws  of 
nineteen  hundred  and  nine,  chapter  six  hundred  and  thirty-four 
of  the  laws  of  nineteen  hundred  and  ten,  chapter  one  hundred 
and  fifty  of  the  laws  of  nineteen  hundred  and  eleven  and  chapter 
two  hundred  and  thirty-three  of  the  laws  of  nineteen  hundred  and 
twelve,  is  hereby  amended  to  read  as  follows: 

§  16.  Investment  of  capital  and  surplus.  The  cash  capital  of 
every  domestic  insurance  corporation  required  to  have  a  capital, 
to  the  extent  of  the  minimum  capital  required  by  law,  shall  be 
invested  and  kept  invested  in  the  stocks  or  bonds  of  the  Lrnited 
States  or  of  this  state,  not  estimated  above  their  current  market 
value,  or  in  the  bonds  of  a  county  or  incorporated  city  in  this 
state  authorized  to  he  issued  by  the  legislature,  not  estimated 
above  their  par  value  or  their  current  market  value,  or  in  bonds 
and  mortgages  on  improved  unencumbered  real  property  in  this 
state  worth  fifty  per  centum  more  than  the  amount  loaned 
thereon.  The  cash  capital  of  every  foreign  insurance  corporation 
to  the  extent  of  the  minimum  capital  required  of  a  like  domestic 
corporation  shall  be  invested  and  kept  invested  in  the  same  class 
of  securities  specified  for  domestic  insurance  corporations,  except 
that  like  securities  of  the  home  state  or  foreign  country  shall  be 
recognized  as  legal  investments  for  the  amount  of  the  minimum 
capital  required.  The  residue  of  the  capital  and  the  surplus 
money  and  funds  of  every  domestic  insurance  corporation  over 
and  above  its  capital,  and  the  deposit  that  it  may  be  required  to 
make  with  the  superintendent,  may  be  invested  in  or  loaned  on 
the  pledge  of  any  of  the  securities  in  which  deposits  are  required 
to  be  invested  or  in  the  public  stocks  or  bonds  of  any  one  of  the 
United  States,  or  in  bonds  or  mortgages  on  improved  unencum- 
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bered  real  property  in  this  state  worth  fifty  per  centum  more  than 
the  amount  loaned  thereon,  or  except  as  in.  this  chapter  otherwise 
provided,  in  the  stocks,  bonds  or  other  evidence  of  indebtedness 
of  any  solvent  institution  incorporated  under  the  laws  of  the 
LTnited  States  or  of  any  state  thereoof,  or  in  such  real  estate  as  it 
is  authorized  by  this  chapter  to  hold;  but  no  such  funds  shall  be 
invested  in  or  loaned  on  its  own  stock  or  the  stock  of  any  other  in¬ 
surance  corporation  carrying  on  the  same  kind  of  insurance  busi¬ 
ness,  except  that  any  such  company  organized  under  section  sev¬ 
enty  of  this  chapter  for  the  purpose  of  engaging  in  business 
principally  as  a  surety  company  may,  subject  to  the  consent  of 
the  superintendent  of  insurance,  invest  such  funds  in  or  loan 
such  funds  on  the  stock  of  any  other  corporation  carrying  on 
the  same  kind  of  business  outside  of  but  not  within  the  United 
States;  provided,  however,  that  the  superintendent  in  determin¬ 
ing  the  condition  of  any  such  corporation  so  loaning  or  investing 
such  funds  shall  not  allow  it  as  an  asset  the  amount  of  the  funds 
so  loaned  or  invested;  and,  provided  that,  if  a  stock  life  insur¬ 
ance  corporation  shall  determine  to  become  a  mutual  life  insur¬ 
ance  corporation,  it  may,  in  carrying  out  any  plan  to  that  end 
under  the  provisions  of  section  ninety-five  of  this  chapter,  acquire 
any  shares  of  its  own  stock  by  gift,  bequest  or  purchase.  Any 
domestic  insurance  corporation  may,  by  the  direction  and  con¬ 
sent  of  two-thirds  of  its  board  of  directors,  managers  or  finance 
committee,  invest,  by  loan  or  otherwise,  any  such  surplus  moneys 
or  funds  in  the  bonds  issued  by  any  city,  county,  town,  village  or 
school  district  of  this  state,  pursuant  to  any  law  of  this  state. 
Any  corporation  organized  under  subdivision  one-a,  section  one 
hundred  and  seventy  of  this  chapter,  for  guaranteeing  the  validity 
and  legality  of  bonds  issued  by  any  state,  or  by  any  city,  county, 
town,  village,  school  district,  municipality  or  other  civil  division 
of  any  state,  may  invest  by  loan  or  otherwise  any  of  such  surplus 
moneys  or  funds  as  provided  in  section  one  hundred  of  this  chap¬ 
ter.  Every  such  domestic  corporation  doing  business  in  other 
states  of  the  United  States  or  in  foreign  countries,  may  invest 
its  funds  in  the  same  kind  of  securities  in  such  other  states  or 
foreign  countries  as  such  corporation  is  by  law  allowed  to  invest 
in,  in  this  state.  Any  life  insurance  company  may  lend  to  any 
policyholder  upon  the  security  of  the  value  of  his  policy  a  sum 
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not  exceeding  the  lawful  reserve  which  it  holds  thereon,  and  such 
loan  shall  become  due  and  payable  and  he  satisfied  as  provided 
in  the  loan  agreement  or  policy.  But  nothing  in  this  section 
shall  be  held  to  authorize  one  insurance  corporation  to  obtain,  by 
purchase  or  otherwise,  the  control  of  any  other  insurance 
corporation. 

§  3.  Section  thirty-nine  of  such  chapter,  as  amended  by  chap¬ 
ter  six  hundred  and  thirty-four  of  the  laws  of  nineteen  hundred 
and  ten,  is  hereby  amended  to  read  as  follows : 

§  39.  Examiners  and  examinations.  The  superintendent  of  in¬ 
surance  shall,  as  often  as  he  deems  it  expedient,  and,  if  a  domestic 
life  or  casualty  insurance  corporation,  at  least  once  in  three  years, 
or,  if  any  other  domestic  insurance  corporation,  association,  so¬ 
ciety  or  order,  at  least  once  in  five  years,  examine  into  the  affairs 
of  any  insurance  corporation  doing  business  in  this  state,  and  into 
.  the  affairs  of  any  corporation  organized  imder  any  law  of  this 
state  or  having  an  office  in  this  state,  which  corporation  is  engaged 
in  or  is  claiming  or  advertising  that  it  is  engaged  in  organizing 
or  receiving  subscriptions  for  or  disposing  of  stock  of,  or  in  any 
manner  aiding  or  taking  part  in  the  formation  or  business  of,  an 
insurance  corporation  or  corporations,  or  which  is  holding  the 
capital  stock  of  one  or  more  insurance  corporations  for  the  purpose 
of  controlling  the  management  thereof  as  voting  trustee  or  other¬ 
wise.  For  such  purpose  he  may  appoint  as  examiners  one  or 
more  competent  persons  not  officers  of  or  connected  with  or  inter¬ 
ested  in  any  insurance  corporation  other  than  as  policyholders; 
and  upon  such  examination  he,  his  deputy  or  any  examiner  au¬ 
thorized  by  him  may  examine  under  oath  the  officers  and  agents  of 
such  corporation  and  all  persons  deemed  to  have  material  infor¬ 
mation  regarding  the  company’s  property  or  business.  Every 
such  corporation,  its  officers  and  agents,  shall  produce  its  hooks 
and  all  papers  in  its  or  their  possession  relating  to  its  business  or 
affairs,  and  any  other  person  may  be  required  to  produce  any  hook 
or 'paper  in  his  custody  deemed  to  he  relevant  to  the  examination, 
for  the  inspection  of  the  superintendent,  his  deputies  or  examiners 
whenever  required  ;  and  the  officers  and  agents  of  such  corporation 
shall  facilitate  such  examination  and  aid  the  examiners  in  making 
the  same  so  far  as  it  is  in  their  power  to  do  so.  Every  such  ex- 
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aminer  shall  make  a  full  and  true  report  of  every  examination 
made  by  him,  verified  by  his  oath,  which  shall  comprise  only  facts 
appearing  upon  the  books,  papers,  records  or  documents  of  such 
corporation,  or  ascertained  from  the  testimony,  sworn  to,  of  its 
officers  or  agents  or  other  persons  examined  under  oath  concern¬ 
ing  its  affairs,  and  such  conclusions  and  recommendations  as  may 
reasonably  be  warranted  from  such  facts  so  disclosed,  and  said 
report  so  verified  shall  when  filed  be  presumptive  evidence  in  any 
action  or  proceeding  in  the  name  of  the  people  against  the  corpo¬ 
ration,  its  officers  or  agents,  of  the  facts  stated  therein.  The 
superintendent  shall  grant  a  hearing  to  the  corporation  examined 
before  filing  any  such  report  ;  and  may  withhold  any  such  report 
from  public  inspection  for  such  time  as  he  may  deem  proper  and 
may,  if  he  deems  it  for  the  interest  of  the  public  to  do  so,  publish 
any  such  report  or  the  result  of  any  such  examination  as  contained 
therein,  in  one  or  more  newspapers  of  the  state. 

§  4.  Section  seventy  of  such  chapter,  as  amended  by  chapter 
three  hundred  and  two  of  the  laws  of  nineteen  hundred  and  nine, 
chapter  six  hundred  and  thirty-seven  of  the  laws  of  nineteen  hun¬ 
dred  and  ten,  chapter  three  hundred  and  twenty-four  of  the  laws 
of  nineteen  hundred  and  eleven  and  chapters  two  hundred  and 
thirty-one  and  two  hundred  and  thirty-two  of  the  laws  of  nineteen 
hundred  and  twelve,  is  hereby  amended  to  read  as  follows: 

§  70.  Incorporation.  Thirteen  or  more  persons  may  become  a 
corporation  for  the  purpose  of  making  any  of  the  following  kinds 
of  insurance: 

1.  Upon  the  lives  or  the  health  of  persons  and  every  insurance 
appertaining  thereto,  and  to  grant,  purchase  or  dispose  of 
annuities. 

2.  Against  injury,  disablement  or  death  resulting  from  travel¬ 
ing  or  general  accident,  and  against  disablement  resulting  from 
sickness  and  every  insurance  appertaining  thereto. 

3.  Insuring  any  one  (a)  against  loss  or  damage  resulting  from 
accident  to  or  injury  suffered  by  an  employee  or  other  person,  and 
for  which  the  person  insured  is  liable,  and  (b)  against  loss  or 
damage  to  property  caused  by  horses  or  by  any  vehicle  drawn  by 
animal  power,  and  for  which  loss  or  damage  the  person  insured 
is  liable. 
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4.  Guaranteeing  the  fidelity  of  persons  holding  places  of  public 
or  private  trust.  Guaranteeing  the  performance  of  contracts  other 
than  insurance  policies ;  guaranteeing  the  performance  of  insur¬ 
ance  contracts  where  surety  bonds  are  accepted  by  state  or  munic¬ 
ipalities  ;  and  executing  or  guaranteeing  bonds  and  undertakings 
required  or  permitted  in  all  actions  or  proceedings  or  by  law 
allowed. 

4-a  Guaranteeing  and  indemnifying  merchants,  traders  and 
those  engaged  in  business  and  giving  credit  from  loss  and  damage 
by  reason  of  giving  and  extending  credit  to  their  customers  and 
those  dealing  with  them;  and  corporations  authorized  to  do  such 
last  named  business  in  this  subdivision  mentioned  shall  have  all 
the  powers  conferred  by  section  one  hundred  and  seventy-eight  of 
this  chapter. 

5.  Against  loss  by  burglary,  theft  or  forgery  or  any  one  or  more 
of  such  hazards. 

6.  Upon  glass  against  breakage. 

7.  Upon  steam  boilers  and  pipes,  fly-wheels,  engines  and  ma¬ 
chinery  connected  therewith  or  operated  thereby,  against  explosion 
and  accident  and  against  loss  or  damage  to  life  or  property  result¬ 
ing  therefrom  and  against  loss  of  use  and  occupancy  caused 
thereby,  and  to  make  inspection  of  and  to  issue  certificates  of  in¬ 
spection  upon  such  boilers,  pipes,  fly-wheels,  engines  and 
machinery. 

8.  Upon  the  lives  of  horses,  cattle  and  other  live  stock  or 
against  loss  by  the  theft  of  any  such  property  or  both. 

9.  Against  loss  or  damage  to  automobiles  (except  loss  or  dam¬ 
age  by  fire,  or  while  being  transported  in  any  conveyance  by  land 
or  water),  including  loss  by  legal  liability  for  damage  to  property 
resulting  from  the  maintenance  and  use  of  automobiles. 

10.  Against  loss  or  damage  by  water  to  any  goods  or  premises, 
arising  from  the  breakage  or  leakage  of  sprinklers,  pumps  or  other 
apparatus  erected  for  extinguishing  fires,  and  of  water  pipes,  and 
against  accidental  injury  to  such  sprinklers,  pumps  or  other 
apparatus. 

By  making  and  filing  in  the  office  of  the  superintendent  of  in¬ 
surance  a  certificate  signed  by  each  of  them,  stating  their  intention 
to  form  a  corporation  for  the  purpose  or  purposes  named  in  some 
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one  of  the  foregoing  subdivisions  specifying  the  subdivisions ;  and 
setting  forth  a  copy  of  the  charter  which  they  propose  to  adopt, 
which  shall  state  the  name  of  the  proposed  corporation,  the  place 
where  it  is  to  he  located,  the  kind  of  insurance  to  be  undertaken, 
and  under  which  of  the  foregoing  subdivisions  it  is  authorized, 
the  mode  and  manner  in  which  its  corporate  powers  are  to  be 
exercised,  the  manner  of  electing  its  directors  and  officers,  a 
majority  of  whom  shall  be  citizens  and  residents  of  this  state,  the 
time  of  such  elections,  the  manner  of  filling  vacancies,  the  amount 
of  its  capital,  if  any,  and  such  other  particulars  as  may  be  neces¬ 
sary  to  explain  and  make  manifest  the  objects  and  purposes  of  the 
corporation. 

Such  certificate  shall  be  proved  or  acknowledged  and  recorded 
in  a  book  to  be  kept  for  that  purpose,  and  a  certified  copy  thereof 
delivered  to  the  persons  executing  the  same.  A  mutual  company, 
without  capital  stock,  may  be  organized  for  the  purposes  either 
separately  or  taken  together,  specified  in  the  first  and  second 
subdivisions  of  this  section.  Except  as  above  provided,  no  such 
corporation  shall  be  formed  under  this  article  for  the  purpose  of 
undertaking  any  other  kind  of  insurance  than  that  specified  in 
some  one  of  the  foregoing  subdivisions,  or  more  kinds  of  insur¬ 
ance  than  are  specified  in  a  single  subdivision;  but  a  corporation 
other  than  a  mutual  corporation  may  be  formed  for  all  the  pur¬ 
poses  combined,  or  any  two  or  more  of  them,  specified  in  the  first 
and  second  subdivisions  and  clause  (a)  of  the  third  subdivision,  or 
for  all  the  purposes  combined,  or  any  two  or  more  of  them  speci¬ 
fied  in  the  second,  third,  fourth,  fifth,  sixth,  seventh,  eighth,  ninth 
and  tenth  subdivisions ;  provided,  however,  that  policies  under 
subdivision  nine  shall  be  issued  only  by  companies  authorized  to 
issue  policies  under  subdivision  two,  three  or  five.  Ho  corpora¬ 
tion  or  association  shall  transact,  in  connection  with  any  other 
kind  of  insurance  mentioned  in  the  foregoing  subdivisions,  the 
business  of  guaranteeing  and  indemnifying  merchants,  traders 
and  those  engaged  in  business  and  giving  credit  from  loss  and 
damage  by  reason  of  giving  and  extending  credit  to  their  cus¬ 
tomers  and  those  dealing  with  them,  except  such  corporation  or 
association  as  was  authorized  to  transact  such  business  before 
June  first,  nineteen  hundred  and  five;  but  such  corporation  or 


90 


Insurance  Laws  of  1913 


association  may  continue  to  transact  suck  business  with  all  the 
powers  and  privileges  theretofore  possessed  or  enjoyed  by  it. 
No  one  policy  isued  by  any  one  corporation  shall  embrace  more 
kinds  of  insurance  than  are  specified  in  one  of  such  subdivisions, 
except  that  a  policy  may  embrace  risks  specified  in  subdivisions 
one  and  two,  and  in  subdivision  two  and  clause  (a)  of  subdivision 
three,  and  also  that  companies  electing  to  issue  policies  under 
subdivision  nine  may  embrace  in  one  policy  risks  under  subdi¬ 
vision  two,  clause  (a)  of  subdivision  three,  and  subdivisions  five 
and  nine,  or  either  of  them. 

§  5.  Section  eighty-four  of  such  chapter,  as  amended  by  chap¬ 
ter  three  hundred  and  one  of  the  laws  of  nineteen  hundred  and 
nine  and  chapter  six  hundred  and  sixteen  of  the  laws  of  nineteen 
hundred  and  ten,  is  hereby  amended  to  read  as  follows : 

§  84.  Valuation  of  policies.  The  superintendent  of  insurance 
shall  annually  make  valuations  of  all  outstanding  policies,  ad¬ 
ditions  thereto,  unpaid  dividends,  and  all  other  obligations  of  every 
life  insurance  corporation  doing  business  in  this  state.  All  valu¬ 
ations  made  by  him  or  by  his  authority  shall  be  made  upon  the 
net  premium  basis.  The  legal  minimum  standard  for  contracts 
issued  before  the  first  day  of  January,  nineteen  hundred  and  one, 
shall  he  the  actuaries7  or  combined  experience  table  of  mortality 
with  interest  at  four  per  centum  per  annum,  and  for  contracts 
issued  on  or  after  said  day  shall  be  the  American  experience 
table  of  mortality  with  interest  at  three  and  one-half  per  centum 
per  annum ;  provided  that  the  legal  minimum  valuation  of  all  con¬ 
tracts  issued  on  or  after  the  first  day  of  January,  nineteen  hun¬ 
dred  and  seven,  shall  be  in  accordance  with  the  select  and  ultimate 
method,  and  on  the  basis  that  the  rate  of  mortality  during  the 
first  five  years  after  the  issuance  of  said  contracts  respectively 
shall  be  calculated  according  to  the  following  percentages  of  the 
rates  shown  by  the  American  experience  table  of  mortality,  to  wit : 
first  insurance  year  fifty  per  centum  thereof,  second  insurance 
year  sixty-five  per  centum  thereof,  third  insurance  year  seventy- 
five  per  centum  thereof,  fourth  insurance  year  eighty-five  per 
centum  thereof,  and  fifth  insurance  year  ninety-five  per  centum 
thereof.  The  superintendent  may  vary  the  standards  of  interest 
and  mortality  in  the  case  of  corporations  from  foreign  countries 
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as  to  contracts  issued  by  such  corporations  in  other  countries  than 
the  United  States ;  and  in  particular  cases  of  invalid  lives  and 
other  extra  hazards,  and  value  policies  in  groups,  use  approxi¬ 
mate  averages  for  fractions  of  a  year  and  otherwise,  and  accept 
the  valuation  of  the  department  of  insurance  of  any  other  state 
or  country  if  made  upon  the  basis  and  according  to  the  standards 
herein  required  in  place  of  the  valuation  herein  required,  hs  o 
policy  issued  after  the  thirty-first  day  of  December,  nineteen  hun¬ 
dred  and  six,  shall  be  valued  as  term  insurance  unless  premiums 
are  based  upon  net  term  rates ;  and  no  policy  with  level  premiums 
issued  after  said  date  shall  be  valued  as  term  insurance  for  the  first 
policy  year.  The  legal  minimum  standard  for  the  valuation  of 
annuities  issued  after  January  first,  nineteen  hundred  and  seven, 
shall  be  McClintock’s  “  Tables  of  Mortality  among  Annuitants  ” 
with  interest  at  three  and  one-half  per  centum  per  annum,  but 
annuities  deferred  ten  or  more  years  and  written  in  connection 
with  life  or  term  insurances  shall  be  valued  on  the  same  mortality 
table  from  which  the  consideration  or  premiums  were  computed, 
with  interest  not  higher  than  three  and  one-half  per  centum  per 
annum.  The  legal  minimum  standard  for  the  valuation  of  indus¬ 
trial  policies  issued  after  the  first  day  of  January,  nineteen  hun¬ 
dred  and  seven,  shall  be  the  American  experience  table  of  mortality 
with  interest  at  three  and  one-half  per  centum  per  annum,  pro¬ 
vided,  that  any  life  insurance  corporation  may  voluntarily  value 
its  industrial  policies  written  on  the  weekly  premium  payment 
plan  according  to  the  standard  industrial  mortality  table  or  the 
sub-standard  industrial  mortality  table.  Any  life  insurance  cor¬ 
poration  may  voluntarily  value  its  policies,  or  any  class  thereof, 
according  to  the  American  experience  table  of  mortality,  or  if  in¬ 
dustrial,  at  its  option,  according  to  the  standard  industrial  mor¬ 
tality  table  or  sub-standard  industrial  mortality  table,  at  a  lower 
rate  of  interest  than  that  above  prescribed,  but  not  lower  than  three 
per  centum  per  annum,  and  with  or  without  reference  to  the  select 
and  ultimate  method  of  valuation,  and  in  everv  such  case  shall  re- 
port  the  standards  used  by  it  in  making  the  same  to  the  superin¬ 
tendent  of  insurance  in  its  annual  statement,  provided  that  no  such 
standards,  if  adopted,  shall  be  abandoned  without  the  consent  of 
the  superintendent  of  insurance  first  obtained  in  writing. 

4 


98 


Insurance  Laws  of  1913 


§  6.  Subdivision  one  of  section  eighty-six  of  such  chapter  as 
amended  by  chapter  one  hundred  and  eighty-three  of  the  laws  of 
nineteen  hundred  and  eleven,  is  hereby  amended  to  read  as  follows : 

1.  In  estimating  the  condition  of  any  life  insurance  corpora¬ 
tion,  under  the  provisions  of  this  chapter,  or  in  any  examination 
made  by  him,  or  by  an  examiner  appointed  by  him,  the  super¬ 
intendent  shall  allow  as  assets  only  such  investments  as  are 
authorized  by  the  laws  of  this  state,  and  shall  charge  as 
liabilities,  in  addition  to  the  capital  stock,  all  outstanding 
indebtedness  of  the  corporation,  and  the  premium  reserve 
on  policies,  and  additions  thereto  in  force  computed  accord¬ 
ing  to  the  table  of  mortality  and  rate  of  interest  prescribed  in  this 
article.  Any  assets  or  securities  lawfully  held  or  acquired  for 
the  satisfaction,  reduction  or  guaranty  of  any  indebtedness  to  the 
corporation  shall  be  allowed  as  assets  at  their  just  value  in  the 
judgment  of  the  superintendent,  but  the  total  assets,  invested  and 
otherwise,  of  every  domestic  life  insurance  corporation  shall  be 
held  to  be  accumulations  for  the  exclusive  benefit  of  policyholders, 
and  no  payment  to  stockholders  shall  be  made  therefrom  until  all 
obligations  to  policyholders  and  creditors  have  been  fully  provided 
for,  including  the  reserve  required  by  section  eighty-four  of  this 
chapter  to  be  determined  by  the  superintendent  of  insurance. 
Whenever  it  shall  appear  to  the  said  superintendent  from  the 
statement  of  any  life  insurance  corporation  made  to  the  insurance 
department,  or  from  an  examination  of  the  affairs  of  any  such 
corporation,  if  a  stock  corporation,  that  its  capital  stock  is  im¬ 
paired  to  the  extent  of  fifty  per  centum  thereof  upon  the  basis  of 
such  reserve  liabilities  for  policies  and  annuities  in  force  as  may 
be  the  standard  used  within  this  state  at  the  time  of  ascertaining 
such  impairment,  it  shall  be  the  duty  of  said  superintendent,  if 
the  corporation  is  organized  under  the  laws  of  any  other  state  or 
country,  to  revoke  the  certificate  of  authority  issued  to  the  agent 
or  agents  of  such  corporation,  and  cause  a  notice  thereof  to  be  pub¬ 
lished  in  the  state  paper  for  four  weeks,  and  the  agent  or  agents 
of  such  corporation  are,  after  such  notice,  required  to  discontinue 
the  issuing  of  any  new  policies.  If  the  corporation  so  impaired 
is  organized  under  the  laws  of  this  state,  it  shall  be  the  duty  of 
said  superintendent  to  direct  the  officers  thereof  to  require  the 
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stockholders  to  make  good  in  cash  the  amount  of  such  deficiency 
within  ninety  days  after  the  date  of  his  requisition.  And  upon 
the  failure  of  the  stockholders  to  make  good  such  deficiency  within 
the  time  specified  in  such  requisition,  the  corporation  shall  then 
be  subject  to  the  provisions  of  section  twenty-one  of  this  chapter. 
Provided,  that  any  corporation  organized  under  the  laws  of  this 
state,  whose  capital  is  impaired  as  above  fifty  per  centum,  may  by 
a  vote  of  a  majority  of  its  directors  at  a  meeting  called  for  that 
purpose  reduce  its  capital  stock  to  an  amount  not  less  than  one 
hundred  thousand  dollars ;  and  the  said  directors  are  hereby  em¬ 
powered  to  issue  new  certificates  of  stock  to  the  stockholders  for 
the  amount  of  the  reduced  capital,  and  require  in  return  all  cer¬ 
tificates  previously  issued. 

§  7.  Section  ninety-six  of  such  chapter,  as  amended  by  chapter 
six  hundred  and  ninety-seven  of  the  laws  of  nineteen  hundred  and 
ten  and  chapter  three  hundred  and  sixty-nine  of  the  laws  of  nine¬ 
teen  hundred  and  eleven,  is  hereby  amended  to  read  as  follows : 

§  96.  Limitation  of  new  business.  Ho  domestic  life  insurance 
corporation  shall  issue  in  any  year  new  policies  for  a  larger 
amount  in  the  aggregate  than  as  follows,  to  wit:  If  the  total 
amount  of  insurance  by  said  corporation  in  force  on  the  thirty- 
first  day  of  December  of  the  preceding  year  is  more  than  fifty  mil¬ 
lion  dollars,  and  not  in  excess  of  one  hundred  million  dollars,  not 
more  than  thirty  per  centum  thereof ;  if  more  than  one  hundred 
million  dollars,  and  not  in  excess  of  three  hundred  million  dollars, 
not  more  than  twenty-five  per  centum  thereof,  or  thirty  million  dol¬ 
lars,  whichever  is  the  larger;  if  more  than  three  hundred  million 
dollars,  and  not  in  excess  of  six  hundred  million  dollars,  not  more 
than  twenty  per  centum  thereof,  or  seventy-five  million  dollars, 
whichever  is  the  larger ;  if  more  than  six  hundred  million  dollars 
not  more  than  one  hundred  and  fifty  million  dollars,  or  it  may  in¬ 
crease  its  new  business  over  the  largest  amount  issued  in  any  one 
of  the  three  years  immediately  preceding  in  the  proportion  in  re¬ 
spect  to  said  amount  which  the  difference  between  twenty-five  per 
centum  of  its  net  renewal  premiums  computed  according  to  the 
basis  of  mortality  and  interest  assumed  in  calculating  its  liabil¬ 
ities,  and  its  total  expenses  for  such  preceding  year,  after  deduct¬ 
ing  from  said  total  expenses,  (1)  the  items  of  the  first  year  ex- 
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pendi'ture  specified  in  the  first  sentence  of  section  ninety-seven  of 
this  chapter,  (2)  its  actual  investment  expenses  (not  exceding  one- 
fourth  of  one  per  centum  of  the  mean  invested  assets)  and  (3) 
taxes  on  real  estate  and  other  outlays  exclusively  in  connection 
with  real  estate,  bears  to  said  net  renewal  premiums;  provided, 
that  in  determining  the  amount  of  insurance  in  force  and  the 
amount  of  new  insurance  issued,  policies  of  reinsurance  and  in¬ 
dustrial  policies  issued  upon  the  weekly  premium  plan  and  all 
premiums  on  such  policies  and  the  expenses  in  connection  with 
such  policies,  shall  be  excluded  and  there  shall  he  included  only 
that  insurance  upon  which  the  first  premium  or  installment 
thereof  has  actually  been  received.  If  it  appear  that  in  the  ordi¬ 
nary  course  of  its  business  for  any  calendar  year  the  amount  of 
insurance  issued  by  any  corporation  will  probably  exceed  the  limi¬ 
tation  imposed  by  this  section,  the  superintendent  of  insurance 
may  before  the  expiration  of  such  year  authorize  such  corporation 
in  writing  to  issue  additional  insurance  not  to  exceed  ten  per 
centum  of  the  limitation  for  such  year;  but  such  additional  in¬ 
surance  shall  be  charged  as  a  part  of  the  new  policies  for  the  next 
succeeding  year,  in  accordance  with  the  limitations  of  this  section. 
A  foreign  life  insurance  corporation,  which  shall  not  conduct  its 
business  within  the  limitation  and  in  accordance  with  the  require¬ 
ments  imposed  by  this  section  upon  domestic  corporations,  shall 
not  be  permitted  to  do  business  within  this  state. 

§  8.  Section  ninety-seven  of  such  chapter  as  amended  by 
chapter  three  hundred  and  one  of  the  laws  of  nineteen  hundred 
and  nine,  and  chapter  six  hundred  and  ninety-seven  of  the  laws 
of  nineteen  hundred  and  ten,  is  hereby  amended  to  read  as  fol¬ 
lows  : 

§  97.  Limitation  of  expenses.  Xo  domestic  life  insurance  cor¬ 
poration  shall  in  any  calendar  year,  after  the  year  nineteen  hun¬ 
dred  and  six,  expend  or  become  liable  for,  including  any  and  all 
amounts  which  any  person,  firm  or  corporation  is  permitted  to 
expend  on  its  behalf  or  under  any  agreement  with  it  (1)  for 
commissions  on  first  year’s  premiums,  (2)  for  compensation,  not 
paid  by  commission,  for  services  in  obtaining  new  insurance  ex¬ 
clusive  of  salaries  paid  in  good  faith  for  agency  supervision  either 
at  the  home  office  or  at  branch  offices,  (3)  for  medical  examina- 
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tions  and  inspections  of  proposed  risks,  and  (4)  for  advances  to 
agents,  a  total  amount  exceeding  in  the  aggregate  (a)  the  load¬ 
ing's  upon  the  premiums  for  tlie  first  year  of  insurance  received 
in  said  calendar  year  (calculated  on  the  basis  of  the  American 
experience  table  of  mortality  with  interest  at  the  rate  of  three 
and  one-half  per  centum  per  annum)  and  (b)  the  present  values 
of  the  assumed  mortality  gains  for  the  first  five  years  of  insurance 
on  policies  in  force  at  the  end  of  said  calendar  year  on  which  the 
first  premium,  or  instalment  thereof,  has  been  received  during 
said  calendar  year,  as  ascertained  by  the  select  and  ultimate 
method  of  valuation  as  provided  in  section  eighty-four  of  this 
chapter;  and  (c)  on  policies  issued  and  terminated  in  said  cal¬ 
endar  year  the  full  gross  premiums  received,  less  the  net  cost  of 
insurance  for  the  time  the  insurance  was  in  force,  computed  by 
the  American  experience  select  and  ultimate  table,  three  and  one- 
half  per  centum.  Xo  such  corporation  shall  make  or  incur  any 
expense  or  permit  any  expense  to  be  made  or  incurred  upon  its 
behalf  or  under  any  agreement  with  it,  except  actual  investment 
expenses  (not  exceeding  one-fourth  of  one  per  centum  of  the 
mean  invested  assets)  and  also  except  taxes  on  real  estate  and 
other  outlavs  exclusively  in  connection  with  real  estate,  in  excess 

«/  7 

of  the  aggregate  amount  of  the  actual  loadings  upon  premiums  re¬ 
ceived  in  said  year  calculated  according  to  the  standards  adopted 
by  the  company  under  section  eighty-four  of  this  chapter,  and 
the  present  values  of  the  assumed  mortality  gains  hereinbefore 
mentioned.  Xo  such  corporation,  nor  any  person,  firm  or  cor¬ 
poration  on  its  'behalf  or  under  any  agreement  with  it  shall  pay 
or  allow  to  any  agent,  broker  or  other  person,  firm  or  corporation 
for  procuring  an  application  for  life  insurance,  for  collecting  any 
premium  thereon  or  for  any  other  service  performed  in  connection 
therewith  any  compensation  other  than  that  which  has  been  de¬ 
termined  in  advance.  Except  as  hereinafter  provided  all  bonuses, 
prizes  and  rewards,  and  all  increased  or  additional  commissions 
or  compensation  of  any  sort  based  upon  the  volume  of  any  new 
or  renewed  business  or  the  aggregate  of  policies  written  or  paid 
for,  are  prohibited.  Xothing  herein  contained  is  to  be  construed 
as  prohibiting  the  institution  of  contests  or  competitions  among 
agents,  and  the  recognition  of  success  in  such  competitions 
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by  the  awarding  of  ribbon  decorations,  medals,  pins,  buttons  or 
other  tokens  of  small  intrinsic  value,  given  not  as  compensation 
but  as  a  bona  fide  recognition  of  merit.  Xo  such  corporation 
shall  pay  commissions  upon  renewal  premiums  received  upon  pol¬ 
icies  issued  after  the  year  nineteen  hundred  and  six,  in  excess  of 
five  per  centum  of  the  premium  annually  for  fourteen  years  after 
the  first  year  of  insurance  in  the  case  of  endowment  policies  pro¬ 
viding  for  less  than  twenty  annual  premiums,  nor  in  excess  o± 
seven  and  one-half  per  centum  of  the  premium  annually  for  the 
first  nine  years  after  the  first  year  of  insurance  and  five  per 
centum  of  the  premium  annually  for  the  next  ensuing  five  years 
in  the  case  of  other  forms  of  policies;  provided  that  an  amount 
found  to  be  equivalent  to  the  aggregate  amount  so  payable  by  a 
calculation  approved  by  the  superintendent  of  insurance  and 
based  upon  mortality  interest  and  lapse  rates  may  be  distributed 
through  three  or  more  years,  or  through  a  period  exceeding  four¬ 
teen  years,  but  not  more  than  two-fifths  of  such  amount  shall  be 
pavable  for  anv  one  vear ;  provided  further  that  in  any  agencv 
district  subject  to  the  supervision  of  a  local  salaried  representa¬ 
tive  the  renewal  commission  payable  to  agents  of  such  district 
shall  not  exceed  two-thirds  of  the  foregoing  rates  annually  for 
fourteen  years,  subject  to  the  calculation  as  aforesaid;  provided 
further  that  anv  such  corporation  mav  condition  the  allowance  or 
payment  in  whole  or  in  part  of  any  of  the  renewal  commissions 
allowed  to  be  paid  as  aforesaid  upon  the  efficiency  of  service  of 
the  agent  receiving  the  same  or  upon  the  amount  and  quality  of 
the  business  renewed  under  his  supervision ;  and  also  provided  that 
a  fee  not  exceeding  three  per  centum  may  be  paid  for  the  collec¬ 
tion  of  premiums  which  shall  be  received  for  any  year  after  the 
fifteenth  vear  of  insurance.  If  anv  such  corporation  shall  com- 
pensate  its  agents,  or  any  of  them,  after  the  first  insurance  year, 
in  whole  or  in  part,  upon  any  other  plan  than  commissions  and 
collection  fees,  the  aggregate  sum  so  paid  shall  in  no  year  exceed 
the  limitations  herein  imposed  and  the  schedule  and  plan  of  such 
compensation  shall  be  submitted  to  and  approved  by  the  superin¬ 
tendent  of  insurance.  Xo  such  corporation,  nor  any  person,  firm 
or  corporation  on  its  behalf  or  under  any  agreement  with  it,  shall 
make  any  loan  or  advance  to  any  person,  firm  or  corporation 
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soliciting  or  undertaking  to  solicit  applications  for  insurance  witli- 
out  adequate  collateral  security,  nor  shall  any  such  loan  or  ad¬ 
vance  be  made  upon  the  security  of  renewal  commissions,  or  of 
other  compensation  earned  or  to  be  earned  by  the  borrower  except 
advances  against  compensation  for  the  first  year  of  insurance.  A 
foreign  life  insurance  corporation  which  shall  not  conduct  its  busi¬ 
ness  within  the  limitations  and  in  accordance  with  the  requirements 
imposed  by  this  section  upon  domestic  corporations  shall  not  be 
permitted  to  do  business  within  the  state.  This  section  shall  not 
apply  to  expenses  made  or  incurred  in  the  business  of  industrial 
insurance  nor,  except  as  to  the  limitation  of  expenses  for  the  first 
year  of  insurance  and  as  to  compensation  of  and  loans  and  advances 
to  agents  or  solicitors,  to  stock  corporations  issuing  and  represent¬ 
ing  themselves  as  issuing  non-participating  policies  exclusively. 

§  9.  Section  one  hundred  and  thirty-four  of  such  chapter  is 
herebv  amended  to  read  as  follows : 

t/ 

§  134.  Undertaking  of  agent.  Ah  person  shall,  as  agent  for 
any  such  foreign  insurance  corporation,  association  or  individuals, 
effect  any  insurance  upon  any  property  situate  in  any  city  or 
village  of  this  state  upon  which  the  sums  specified  in  the  pre¬ 
ceding  section  are  required  to  he  paid ;  or  as  such  agent  procure 
such  insurance  to  be  effected,  until  he  shall  have  executed  and 
delivered  to  the  officer  to  whom  such  account  is  to  be  rendered 
and  such  payments  to  be  made,  a  bond  to  such  fire  department  in 
the  penal  sum  of  five  hundred  dollars,  with  such  sureties  as  such 
treasurer,  supervisor  or  other  fiscal  officer  shall  approve,  with  a 
condition  that  he  will  annually  render  to  such  treasurer,  super¬ 
visor  or  other  fiscal  officer,  on  the  first  dav  of  Februarv  in  each 
year  a  just  and  true  account,  verified  by  his  oath  that  the  same 
is  true,  of  all  premiums  which,  during  the  year  ending  on  the 
thirty-first  day  of  December  preceding  such  report,  shall  have 
been  received  by  him  or  any  other  person  for  him,  for  any  insur¬ 
ance  against  loss  or  injury  bv  fire  upon  property  situated  in 
such  city  or  village,  which  shall  have  been  effected  or  procured 
by  him  to  have  been  effected  by  anv  such  corporation,  association 
or  individuals,  and  that  he  will  annually,  on  the  first  day  of 
February  in  each  year,  pay  to  such  treasurer  or  supervisor  or 
other  fiscal  officer  two  dollars  upon  every  hundred  dollars,  and 
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at  that  rate  upon  the  amount  of  such  premiums.  If  any  such 
agent  shall  desire  to  transact  business  in  more  than  one  city, 
town  or  village,  he  may,  instead  of  executing  and  delivering  a 
separate  bond  for  each  such  city,  town  or  village,  as  required  by 
this  section,  execute  and  tile  with  the  superintendent  of  insur¬ 
ance  a  bond  in  the  penal  sum  of  fifteen  hundred  dollars,  with 
such  sureties  as  the  superintendent  shall  approve,  conditioned 
that  he  will  make  his  account  and  pay  the  sums  so  required  to 
be  paid  in  each  city,  town  or  village  in  which  he  shall  effect  insur¬ 
ance.  Any  such  corporation,  association  or  individual,  having 
authoritv  to  transact  business  in  this  state,  on  filing’  a  bond  in 
the  penal  sum  of  two  thousand  five  hundred  dollars  with  the 
superintendent  of  insurance  that  it  will  make  its  account  and 
pay  the  sum  so  required  to  be  paid,  may  effect  such  insurance  in 
anv  city,  town  or  village  wherein  it  has  no  agent. 

§  10.  This  act  shall  take  effect  immediatelv. 

t/ 


Ctiap.  305. 

AH  ACT  to  amend  the  stock  corporation  law,  in  relation  to  the 
certificate  of  increase  or  reduction  of  capital  stock  of  a  banking 
or  insurance  corporation. 

Became  a  law  April  17,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York,  represented  in  Senate 
and  Assembly,  do  enact  as  follows: 

Section  1.  Section  sixty-four  of  chapter  sixty-one  of  the  laws 
of  nineteen  hundred  and  nine,  entitled  “An  act  relating:  to  stock 
corporations,  constituting  chapter  fifty-nine  of  the  consolidated 
laws,”  is  hereby  amended  to  read  as  follows: 

§  04.  Conduct  of  such  meeting;  certificate  of  increase  or  reduc¬ 
tion.  If,  at  the  time  and  place  specified  in  the  notice,  the  stock¬ 
holders  shall  appear  in  person  or  by  proxy  in  numbers  repre¬ 
senting  at  least  a  majority  of  all  the  shares  of  stock,  they  shall 
organize  by  choosing  from  their  number  a  chairman  and  secretary, 
and  take  a  yote  of  those  present  in  person  or  by  proxy,  and  if  a 


sufficient  number  of  votes  shall  be  given  in  favor  of  such  increase 
or  reduction,  or  if  the  same  shall  have  been  authorized  by  the 
unanimous  consent  of  stockholders  expressed  in  writing  signed  by 
them  or  their  duly  authorized  proxies,  a  certificate  of  the  pro¬ 
ceedings  showing  a  compliance  with  the  provisions  of  this  chapter, 
the  amount  of  capital  theretofore  authorized,  and  the  proportion 
thereof  actually  issued,  and  the  amount  of  the  increased  or  reduced 
capital  stock,  and  in  case  of  the  reduction  of  capital  stock  the  whole 
amount  of  the  ascertained  debts  and  liabilities  of  the  corporation, 
shall  be  made,  signed,  verified  and  acknowledged  bv  the  chairman 
and  secretary  of  the  meeting,  and  filed  in  the  office  of  the  clerk  of 
the  county  where  its  principal  place  of  business  shall  be  located, 
a  duplicate  thereof  in  the  office  of  the  secretary  of  state,  and,  if  a 
corporation  formed  under  or  subject  to  the  banking  law,  a  tripli¬ 
cate  thereof  in  the  office  of  the  superintendent  of  banks,  and  if 
an  insurance  corporation,  a  triplicate  thereof  in  the  office  of  the 
superintendent  of  insurance.  1  n  case  of  a  reduction  of  the  capital 
stock,  except  of  a  railroad  corporation  or  a  moneyed  corporation, 
such  certificate  or  consent  hereinafter  provided  for  shall  have 
indorsed  thereon  the  approval  of  the  comptroller,  to  the  effect 
that  the  reduced  capital  is  sufficient  for  the  proper  purposes  of  the 
corporation,  and  is  in  excess  of  its  ascertained  debts  and  liabilities ; 
and  in  case  of  the  increase  or  reduction  of  the  capital  stock  of  a 
railroad  corporation  or  a  moneyed  corporation,  the  certificate  or 
the  unanimous  consent  of  stockholders,  as  the  case  may  be,  shall 
have  indorsed  thereon  the  approval  of  the  public  service  commis¬ 
sion  having  jurisdiction  thereof,  if  a  railroad  corporation;  of  the 
superintendent  of  banks,  if  a  corporation  formed  under  or  subject 
to  the  banking  law,  and  of  the  superintendent  of  insurance,  if  an 
insurance  corporation.  When  the  certificate  herein  provided  for, 
or  the  unanimous  consent  of  stockholders  in  writing,  signed  bv 
them  or  their  duly  authorized  proxies,  approved  as  aforesaid,  has 
been  filed,  the  capital  stock  of  such  corporation  shall  be  increased 
or  reduced,  as  the  case  may  be,  to  the  amount  specified  in  such 
certificate  or  consent.  The  proceedings  of  the  meeting  at  which 
such  increase  or  reduction  is  voted,  or,  if  such  increase  or  reduc¬ 
tion  shall  have  been  authorized  by  unanimous  consent  without  a 
meeting,  then  a  copy  of  such  consent  shall  be  entered  upon  the 
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minutes  of  the  corporation.  If  the  capital  stock  is  reduced,  the 
amount  of  capital  over  and  above  the  amount  of  the  reduced 
capital  shall,  if  the  meeting  or  consents  so  determine  or  provide, 
be  returned  to  the  stockholders  pro  rata,  at  such  times  and  in  such 
manner  as  the  directors  shall  determine,  except  in  the  case  of  the 
reduction  of  the  capital  stock  of  an  insurance  corporation,  as  an 
alternative  to  make  good  an  existing  impairment. 

§  2.  This  act  shall  take  effect  immediatelv. 


Chap.  306. 

A  IT  ACT  to  amend  the  general  corporation  law,  in  relation  to 
the  extension  of  corporate  existence  of  insurance  and  banking 
corporations. 

Became  a  law  April  17,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York ,  represented  in  Senate 
and  Assembly ,  do  enact  as  follows: 

Section  1.  Section  thirty-seven  of  chapter  twenty-eight  of  the 
laws  of  nineteen  hundred  and  nine,  entitled  “An  act  relating  tc 
corporations  generally,  constituting  chapter  twenty-three  of  the 
consolidated  laws/7  is  hereby  amended  to  read  as  follows : 

§  37.  Extension  of  corporate  existence.  Any  domestic  corpora¬ 
tion  at  any  time  before  the  expiration  thereof,  may  extend  the 
term  of  its  existence  beyond  the  time  specified  in  its  original 
certificate  of  incorporation,  or  by  law,  or  in  any  certificate  of  ex¬ 
tension  of  corporate  existence,  by  the  consent  of  the  stockholders 
owning  two-thirds  in  amount  of  its  capital  stock,  or  if  not  a  stock 
corporation,  by  the  consent  of  two-thirds  of  its  members,  which 
consent  shall  be  given  either  in  writing  or  by  vote  at  a  special 
meeting  of  the  stockholders  called  for  that  purpose,  upon  the  same 
notice  as  that  required  for  the  annual  meetings  of  the  corporation ; 
and  a  certificate  under  the  seal  of  the  corporation  that  such  con¬ 
sent  was  given  by  the  stockholders  in  writing,  or  that  it  was  given 
by  vote  at  a  meeting  as  aforesaid,  shall  be  subscribed  and  acknowl¬ 
edged  by  the  president  or  a  vice-president,  and  by  the  secretary  or 
an  assistant  secretary  of  the  corporation,  and  if  a  corporation 
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formed  under  or  subject  to  the  banking  law  shall  be  filed  in  the 
office  of  the  superintendent  of  banks,  if  an  insurance  corporation, 
in  the  office  of  the  superintendent  of  insurance,  and  otherwise 
in  the  office  of  the  secretary  of  state,  and  shall  by  such  officer  be 
duly  recorded  and  indexed  in  a  book  specially  provided  therefor, 
and  a  certified  copy  of  such  certificate,  with  a  certificate  of  such 
officer  of  such  filing  and  record,  or  a  dupliate  original  of  such 
certificate,  shall  be  filed  and  similarly  recorded  and  indexed  in 
the  office  of  the  clerk  of  the  county  wherein  the  corporation  has 
its  principal  place  of  business,  and  shall  be  noted  in  the  margin 
of  the  record  of  the  original  certificate  of  such  corporation,  if  any, 
in  such  offices,  and  thereafter  the  term  of  the  existence  of  such 
corporation  shall  be  extended  as  designated  in  such  certificate. 

The  certificate  of  incorporation  of  any  corporation  whose  dura¬ 
tion  is  limited  by  such  certificate  or  by  law,  may  require  that  the 
consent  of  the  stockholders  owning  a  greater  percentage  than  two- 
thirds  of  the  stock,  if  a  stock  corporation,  or  of  more  than  two- 
thirds  of  the  members,  if  a  non-stock  corporation,  shall  be  requi¬ 
site  to  effect  an  extension  of  corporate  existence  as  authorized  by 
this  section. 

§  2,  This  act  shall  take  effect  immediately. 

u  o 


Chap.  410. 

AN  ACT  to  amend  the  insurance  law,  in  relation  to  fraternal 
beneficiary  societies,  orders  and  associations. 

Became  a  law  April  29,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York,  represented  in  Senate 
and  Assembly,  do  enact  as  folloxcs: 

Section  1.  Sections  two  hundred  and  forty-two  and  two  hun¬ 
dred  and  forty-five  of  chapter  thirty-three  of  the  laws  of  nineteen 
hundred  and  nine,  entitled  “An  act  in  relation  to  insurance  cor¬ 
porations,  constituting  chapter  twenty-eight  of  the  consolidated 
laws,’’  as  added  bv  chapter  one  hundred  and  ninety  eight  of  the 
laws  of  nineteen  hundred  and  eleven,  are  hereby  amended  to  read 
as  follows: 
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§  242.  Reports  and  valuations.  1.  Every  society  transacting 
business  in  this  state  shall,  annually,  on  or  before  the  first  day 
of  March,  file  with  the  superintendent  of  insurance,  in  such  form 
as  he  may  require,  a  statement  under  oath  of  its  president  and 
secretary,  or  corresponding  officers,  of  its  condition  and  standing 
on  the  thirty-first  day  of  December  last  preceding,  and  of  its  trans¬ 
actions  for  the  year  ending  on  that  date,  and  shall  also  furnish 
such  other  information  as  the  superintendent  may  deem  necessary 
to  a  proper  exhibit  of  its  business  and  plan  of  working.  Such 
superintendent  may  at  other  times  require  any  further  statement 
he  may  deem  necessary  to  be  made  relating  to  such  society. 

2.  In  addition  to  the  annual  report  herein  required,  each  so¬ 
ciety  shall  report,  annually,  to  the  superintendent  a  valuation  of 
its  certificates  in  force  on  December  thirty-first  last  preceding,  ex¬ 
cluding  those  issued  within  the  year  for  which  the  report  is  filed, 
in  cases  where  the  contributions  for  the  first  year,  in  whole  or  in 
part,  are  used  for  current  mortality  and  expenses ;  provided  the 
first  report  of  valuation  shall  be  made  as  of  December  thirty-first, 
nineteen  hundred  and  twelve.  Such  report  of  valuation  shall 
show,  as  contingent  liabilities,  the  present  midyear  value  of  the 
promised  benefits  provided  in  the  constitution  and  laws  of  such 
society  under  certificates  then  subject  to  valuation;  and,  as  con¬ 
tingent  assets,  the  present  midyear  value  of  the  future  net  contri¬ 
butions  provided  in  the  constitution  and  laws  as  the  same  are  in 
practice  actually  collected,  not  including  therein  any  value  for  the 
right  to  make  extra  assessments.  At  the  option  of  any  society,  in 
lieu  of  the  above,  the  valuation  may  show  the  net  value  of  the  cer¬ 
tificates  subject  to  valuation,  hereinbefore  provided,  and  said  net 
value,  when  computed  in  case  of  monthly  contributions,  may  be 
the  mean  of  the  terminal  values  for  the  end  of  the  preceding  and 
of  the  current  insurance  years. 

3.  Such  valuations  shall  be  certified  by  a  competent  accountant 
or  actuary,  or,  at  the  request  and  expense  of  the  society,  verified 
bv  the  actuary  of  the  department  of  insurance  of  the  home  state 
of  the  society,  and  shall  be  filed  with  the  superintendent  within 
ninety  days  after  the  submission  of  the  last  preceding  annual  re¬ 
port.  The  legal  minimum  standard  of  valuation  for  all  certifi¬ 
cates,  except  those  for  disability  benefits,  shall  he  the  National 
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Fraternal  Congress  table  of  mortality,  as  adopted  by  National 
Fraternal  Congress,  August  twenty-third,  eighteen  hundred  and 
ninety-nine,  or  at  the  option  of  the  society,  any  higher  table,  or 
it  may  use  a  table  based  upon  the  society’s  own  experience  of  at 
least  twenty  years  and  covering  not  less  than  one  hundred  thou¬ 
sand  lives,  with  interest  assumption  not  more  than  four  per 
centum  per  annum.  Each  such  valuation  report  shall  set  forth 
clearlv  and  fully  the  mortality  and  interest  basis  and  the  method 
of  valuation.  Any  society  providing  for  disability  benefits  shall 
keep  the  net  contributions  for  such  benefits  in  a  fund  separate  and 
apart  from  all  other  benefit  and  expense  funds  and  the  valuation 
of  all  other  business  of  the  society;  provided,  that,  where  a  com¬ 
bined  contribution  table  is  used  by  a  society  for  both  death  and 
permanent  total  disability  benefits,  the  yaluation  shall  be  accord¬ 
ing  to  tables  of  reliable  experience,  and,  in  such  case,  a  separation 
of  the  funds  shall  not  be  required.  The  yaluation  herein  pro¬ 
vided  for  shall  not  be  considered  or  regarded  as  a  test  of  the  finan¬ 
cial  solvency  of  the  society,  except  as  provided  in  subsection  five 
of  this  section,  but  each  society  shall  be  held  to  be  legally  solvent 
so  long  as  the  funds  in  its  possesion  are  equal  to  or  in  excess  of 
its  matured  liabilities. 

4.  Beginning  with  the  year  nineteen  hundred  and  fourteen,  a 
report  of  such  valuation  and  an  explanation  of  the  facts  concern¬ 
ing  the  condition  of  the  society  thereby  disclosed  shall  be  printed 
and  mailed  to  each  beneficiary  member  thereof  not  later  than  June 
first  of  each  year,  or,  in  lieu  thereof,  such  report  of  valuation  and 
showing  of  the  society’s  condition  as  thereby  disclosed  may  be 
published  in  the  society’s  official  paper  and  the  issue  containing 
the  same  be  mailed  to  each  such  beneficiary  member.  The  laws 
of  such  society  shall  provide  that,  if  the  stated  periodical  contribu¬ 
tions  of  the  members  are  insufficient  to  pay  all  matured  death  and 
disability  claims  in  full  and  to  provide  for  the  creation  and  main¬ 
tenance  of  the  funds  required  by  its  laws,  or  found  necessary  other¬ 
wise,  additional  contributions,  or  additional,  increased  or  extra 
rates  of  contribution  shall  be  collected  from  the  members  to  meet 
such  deficiency ;  and  such  laws  may  provide  that,  upon  the  written 
application  or  consent  of  a  member  his  certificate  may  be  charged 
with  its  proportion  of  any  deficiency  disclosed  by  valuation,  with 
interest  not  exceeding  five  per  centum  per  annum. 
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5.  If  the  valuation  of  the  certificates,  as  hereinbefore  provided, 
on  December  thirty-first,  nineteen  hundred  and  seventeen,  shall 
show  that  the  present  value  of  future  net  contributions,  together 
with  the  admitted  assets,  is  less  than  the  present  value  of  the 
promised  benefits  and  accrued  liabilities,  such  society  shall  there¬ 
after  maintain  said  financial  condition  at  each  succeeding  triennial 

O 

valuation  in  respect  of  the  degree  of  deficiency  as  shown  in  the 
valuation  as  of  December  thirty-first,  nineteen  hundred  and  seven¬ 
teen.  If,  at  any  succeeding  triennial  valuation,  such  society  does 
not  show  at  least  the  same  condition,  the  superintendent  shall 
direct  that  it  thereafter  comply  with  the  requirements  herein 
specified.  If  the  next  succeeding  triennial  valuation  after  the 
receipt  of  such  notice  shall  show  that  the  society  has  failed  to 
maintain  the  said  condition  required  herein,  the  superintendent 
may,  in  the  absence  of  good  cause  shown  for  such  failure,  institute 
proceedings  for  the  liquidation  and  dissolution  of  such  society, 
in  accordance  with  the  provisions  of  section  sixty-three  of  this 
chapter,  or,  in  the  case  of  a  foreign  society,  he  may  cancel  its 
license  to  transact  business  in  this  state;  provided  that  nothing 
contained  in  section  sixtv-three  of  this  chapter  shall  be  construed 
to  authorize,  prior  to  December  thirty-first,  nineteen  hundred  and 
seventeen,  any  application  for  the  possession  or  liquidation  of 
any  society  organized  or  transacting  business  pursuant  to  the 
provisions  of  this  article  by  reason  of  the  fact  that  the  condition 
of  such  society  is  found,  after  examination,  to  be  such  that  it 
could  not  meet  the  requirements  for  incorporation  and  authoriza¬ 
tion  specified  in  this  article. 

6.  Any  such  society  shown  by  any  triennial  valuation,  sub¬ 
sequent  to  December  thirty-first,  nineteen  hundred  and  seventeen, 
not  to  have  maintained  the  condition  herein  required  shall,  within 
two  years  thereafter,  make  such  improvement  as  to  show  a  per¬ 
centage  of  deficiency  not  greater  than  as  of  December  thirty- 
first,  nineteen  hundred  and  seventeen,  or,  thereafter,  as  to  all  new 
members  admitted,  be  subject,  so  far  as  stated  rates  of  contribu¬ 
tion  are  concerned,  to  the  provisions  of  section  two  hundred  and 
thirty-four  of  this  article  applicable  to  the  organization  of  new 
societies ;  provided  that  the  net  mortuary  or  beneficiary  contribu¬ 
tions  and  funds  of  such  new  members  shall  be  kept  separate  and 
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apart  from  the  other  funds  of  the  society.  If  such  required 
improvement  is  not  shown  by  the  succeeding  triennial  valuation, 
then  the  said  new  members  may  be  placed  in  a  separate  class,  and 
their  certificates  valued,  in  respect  to  contributions  and  funds, 
as  an  independent  society. 

7.  In  lieu  of  the  foregoing  requirements,  any  society  may 
accept  in  its  laws  the  following  provisions  and  may  value  its 
certificates  on  a  basis,  herein  designated  “  accumulation  basis/’ 
by  crediting  each  member  with  the  net  amount  contributed  for 
each  year  and  with  interest  at  approximately  the  net  rate  earned, 
and  by  charging  him  with  his  share  of  the  losses  for  each  year, 
herein  designated  “  cost  of  insurance,”  and  carrying  the  balance, 
if  any,  to  his  credit.  The  charge  for  the  cost  of  insurance  may 
be  according  to  the  actual  experience  of  the  society  applied  to  a 
table  of  mortality  recognized  by  the  law  of  this  state,  and  shall 
take  into  consideration  the  amount  at  risk  during  each  year,  which 
shall  be  the  amount  payable  at  death  less  the  credit  to  the  member. 
Except  as  specifically  provided  in  its  articles  or  laws  or  contracts 
no  charge  shall  be  carried  forward  from  the  first  valuation  here¬ 
under  against  any  member  for  any  past  share  of  losses  exceeding 
the  contributions  and  credit.  If,  after  the  first  valuation,  any 
member’s  share  of  losses  for  any  year  exceeds  his  credit,  including 
the  contribution  for  the  year,  the  contribution  shall  be  increased 
to  cover  his  share  of  the  losses.  Any  such  excess  share  of  losses 
chargeable  to  any  member  may  be  paid  out  of  a  fund  or  contribu¬ 
tions  especially  created  or  required  for  such  purpose. 

Any  member  may  transfer  to  any  plan  adopted  by  the  society 
with  net  rates  on  which  tabular  reserves  are  maintained  and  on 
such  transfer  shall  be  entitled  to  make  such  application  of  his 
credit  as  provided  in  the  laws  of  the  society. 

Certificates  issued,  rerated  or  readjusted  on  a  basis  providing 
for  adequate  rates  with  adequate  reserves  to  mature  such  certifi¬ 
cates  upon  assumptions  for  mortality  and  interest  recognized  by 
the  law  of  this  state  shall  be  valued  on  such  basis,  herein  desig¬ 
nated  the  “  Tabular  basis;”  provided  that  if  on  the  first  valua¬ 
tion  under  this  section,  a  deficiency  in  reserve  shall  be  shown  for 
any  such  certificate,  the  same  shall  be  valued  on  the  accumulation 
basis. 
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"Whenever  in  any  society  having  members  upon  the  tabular  basis 
and  upon  the  accumulation  basis,  the  total  of  all  costs  of  insur¬ 
ance  provided  for  any  year  shall  be  insufficient  to  meet  the  actual 
death  and  disability  losses  for  the  year,  the  deficiency  shall  be  met 
for  the  year  from  the  available  funds  after  setting  aside  all  credits 
in  the  reserve;  or  from  increased  contributions  or  by  an  increase 
in  the  number  of  assessments  applied  to  the  society  as  a  whole  or 
to  classes  of  members  as  may  be  specified  in  its  laws.  Savings  from 
a  lower  amount  of  death  losses  may  be  returned  in  like  manner  as 
may  be  specified  in  its  laws. 

If  the  laws  of  the  society  so  provide,  the  assets  representing 
the  reserves  of  any  separate  class  of  members  may  be  carried  sepa¬ 
rately  for  such  class  as  if  in  an  independent  society,  and  required 
reserve  accumulation  of  such  class  so  set  apart  shall  not  thereafter 
be  mingled  with  the  assets  of  other  classes  of  the  society. 

A  table  showing  the  credits  to  individual  members  for  each 
age  and  year  of  entry  and  showing  opposite  each  credit  the  tabular 
reserve  required  on  the  whole  life  or  other  plan  of  insurance 
specified  in  the  contract,  according  to  assumptions  for  mortality 
and  interest  recognized  by  the  law  of  this  state  and  adopted  by 
the  society,  shall  be  filed  by  the  society  with  each  annual  report, 
and  also  be  furnished  to  each  member  before  July  first  of  each 
year. 

kJ 

In  lieu  of  the  aforesaid  statement  there  mav  be  furnished  to 
each  member  within  the  same  time  a  statement  giving  the  credit 
for  such  member  and  giving  the  tabular  reserve  and  level  rate 
required  for  a  transfer  carrying  out  the  plan  of  insurance  specified 
in  the  contract.  Ao  table  or  statement  need  be  made  or  furnished 
where  the  reserves  are  maintained  on  the  tabular  basis. 

For  this  purpose  individual  bookkeeping  accounts  for  each 
member  shall  not  be  required  and  all  calculations  may  be  made  by 
actuarial  methods. 

ISTothing  herein  contained  shall  prevent  the  maintenance  of 
such  surplus  over  and  above  the  credits  on  the  accumulation  basis 
and  the  reserves  on  the  tabular  basis  as  any  society  may  provide 
by  or  pursuant  to  its  laws ;  nor  be  construed  as  giving  to  the  indi¬ 
vidual  member  anv  right  or  claim  to  anv  such  reserve  or  credit 

other  than  the  manner  as  expressed  in  the  contract  and  its  laws  ; 
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nor  as  making  any  such  reserve  or  credits  a  liability  in  determin¬ 
ing  the  legal  solvency  of  the  society. 

O  c  t) 

§  245.  Exemption  of  certain  societies.  Xothing  contained  in 
this  article  shall  be  so  construed  as  to  affect  or  apply  to  grand  or 
subordinate  lodges  of  Masons,  Odd  Fellows,  Knights  of  Pythias 
(exclusive  of  the  insurance  department  of  the  supreme  lodge 
Knights  of  Pythias),  or  to  similar  societies,  orders  or  associations 
now  doing  business  in  this  state  which  provide  benefits  exclusively 
through  local  or  subordinate  lodges,  or  to 

(a)  Orders,  societies  or  associations  which  limit  their  admis¬ 
sion  to  membership  to  any  one  hazardous  occupation ; 

(b)  Domestic  societies  which  limit  their  membership  to  the 
employees  of  a  particular  city  or  town,  designated  firm,  business 
house  or  corporation  which  provide  for  a  death  benefit  of  not 
more  than  four  hundred  dollars  or  disability  benefits  of  not  more 
than  three  hundred  and  fifty  dollars  to  any  one  person  in  any  one 
year,  or  both; 

(c)  Domestic  societies  or  associations  of  a  purely  religious, 
charitable  and  benevolent  description  organized  on  January  first, 
nineteen  hundred  and  thirteen,  which  provide  for  a  death  benefit 
of  not  more  than  four  hundred  dollars  or  for  disability  benefits  of 
not  more  than  three  hundred  and  fifty  dollars  to  anv  one  person  in 
any  one  year,  or  both. 

Provided,  however,  that  any  such  society  or  association  described 
in  subdivisions  b  and  c,  which  provides  for  death  or  disability 
benefits  for  which  certificates  are  issued,  and  anv  such  society  or 
association  included  in  subdivision  c  which  has  more  than  one 
thousand  members,  shall  not  be  exempted  from  the  provisions  of 
this  section  or  chapter,  but  shall  comply  with  all  the  requirements 
thereof,  and,  provided  further,  that  nothing  in  subdivisions  fa") 
and  (b)  of  subsection  one  of  section  two  hundred  and  thirty-one 
of  this  chapter,  and  subsections  two,  three,  four,  five,  six  and  seven 
of  section  two  hundred  and  forty-two  of  this  chapter  shall  affect 
or  apply  to  the  Independent  Order  Free  Sons  of  Israel  or  to  any 
corporation,  society,  order  or  voluntary  association,  which  was, 
prior  to  the  first  day  of  March,  nineteen  hundred  and  eleven, 
organized  and  doing  business  in  this  state  on  the  lodge  system,  as 
provided  in  subsection  two  of  section  two  hundred  and  thirty  of 
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this  chapter  which  does  not  issue  death  benefit  certificates  in  a 
sum  exceeding  five  hundred  dollars  to  any  one  member  and  whose 
membership  is  confined  and  limited  exclusively  to  persons  of  one 
particular  faith. 

Xo  society  which,  by  the  provisions  of  this  section  is  exempt 
from  the  requirements  of  this  article  or  chapter,  except  any  society 
described  in  subdivision  a,  shall  give  or  allow,  or  promise  to  give 
or  allow,  to  any  person  any  compensation  for  procuring  new 
members. 

The  superintendent  of  insurance  may  require  from  any  society 
or  association,  by  examination  or  otherwise,  such  information  as 
will  enable  him  to  determine  whether  such  society  or  association  is 
exempt  from  the  provisions  of  this  article  or  chapter. 

Any  fraternal  benefit  society  heretofore  organized  and  incor¬ 
porated  and  operating  within  the  definitions  set  forth  in  section 
two  hundred  and  thirty  of  this  article  providing  for  benefits  in 
case  of  death  or  disability  resulting  solely  from  accidents,  but 
which  does  not  obligate  itself  to  pay  death  or  sick  benefits,  may  be 
licensed  under  the  provisions  of  this  article  and  shall  have  all  the 
privileges  and  be  subject  to  all  the  provisions  and  regulations  of 
this  article,  except  that  the  provisions  thereof  requiring  medical 
examinations,  valuations  of  benefit  certificates,  and  that  the  cer¬ 
tificates  shall  specify  the  amount  of  benefits,  shall  not  apply  to 
such  society. 

§  2.  This  act  shall  take  effect  immediatelv. 


Chap.  483. 

AX  ACT  to  amend  the  penal  law,  in  relation  to  the  issuance  or 
circulation  of  false  literature  by  insurance  corporations. 

Became  a  law  May  8,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  Yorh,  represented  in  Senate 
and  Assembly,  do  enact  as  follows: 

Section  1.  Article  one  hundred  and  twelve  of  chapter  eighty- 
eight  of  the  laws  of  nineteen  hundred  and  nine,  entitled  “An  act 
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providing  for  the  punishment  of  crime,  constituting  chapter  forty 
of  the  consolidated  laws,"  is  hereby  amended  by  adding  at  the 
end  thereof  a  new  section,  to  be  section  twelve  hundred  and  three, 
to  read  as  follows : 

§  1203.  Issue  or  circulation  of  false  literature.  Any  insurance 
corporation,  or  any  officer,  director  or  agent  thereof  who  shall 
issue  or  circulate  or  cause  or  permit  to  he  issued  or  circulated  in 
this  state  any  illustration,  circular  or  statement  indicating  that 
such  corporation  can  transact  in  this  state  any  business  of  a  char¬ 
acter  other  than  that  which  it  is  authorized  to  transact  under  the 
certificate  of  authority  issued  to  it  by  the  superintendent  of  in¬ 
surance,  shall  be  guilty  of  a  misdemeanor,  and  the  superintendent 
of  insurance  shall  revoke  the  certificate  of  authority  of  the  cor- 
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poration  or  agent  on  a  conviction  for  so  offending. 

§  2.  This  act  shall  take  effect  September  first,  nineteen  hun¬ 
dred  and  thirteen. 


Chap.  519. 

AX  ACT  to  amend  the  insurance  law,  in  relation  to  applications 

for  policies  of  insurance. 

Became  a  law  May  15,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York,  represented  in  Senate 
and  Assembly ,  do  enact  as  follows: 

Section  1.  Section  fifty-five  of  chapter  thirty-three  of  the  laws 
of  nineteen  hundred  and  nine,  entitled  “An  act  in  relation  to  in¬ 
surance  corporations,  constituting  chapter  twenty-eight  of  the 
consolidated  laws,”  as  amended  by  chapter  six  hundred  and 
thirty-four  of  the  laws  of  nineteen  hundred  and  ten,  is  hereby 
amended  to  read  as  follows : 

§  55.  Insurance  without  the  consent  of  the  insured  prohibited. 

Xo  policy  of  insurance  shall  he  issued  upon  any  property  except 
upon  the  application  and  in  the  name  of  some  person  having  an 
interest  in  the  property.  Xo  policy  or  agreement  for  insurance 
shall  he  issued  upon  the  life  or  health  of  another  or  against  loss 
by  disablement  by  accident  except  upon  the  application  of  the 
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person  insured ;  but  a  wife  may  take  a  policy  of  insurance  upon 
the  life  or  health  of  her  husband  or  against  loss  by  his  disable¬ 
ment  by  accident ;  an  employer  may  take  out  a  policy  of  insurance 
covering  bis  employees  collectively  for  the  benefit  of  such  as  may 
suffer  loss  from  injury,  death  or  disablement  resulting  from  sick¬ 
ness,  and  a  person  liable  for  the  support  of  a  child  of  the  age  of 
one  year  and  upward  may  take  a  policy  of  insurance  thereon, 
the  amount  pavable  under  which  mav  be  made  to  increase  with 
advancing  age  and  which  shall  not  exceed  the  sums  specified  in 
the  following  table,  the  ages  wherein  specified  being  the  age  at 
time  of  death,  for  an  amount  not  exceeding  the  sums  specified 
in  the  table: 

Between  the  ages  of  one  and  two  years,  thirty  dollars. 

Between  the  ages  of  two  and  three  years,  thirty-four  dollars. 

Between  the  ages  of  three  and  four  vears,  forty  dollars. 

Between  the  ages  of  four  and  five  vears,  forty-eight  dollars. 

Between  the  ages  of  five  and  six  years,  fifty-eight  dollars. 

Between  the  ages  of  six  and  seven  years,  one  hundred  and 
forty  dollars. 

ts 

Between  the  ages  of  seven  and  eight  vears,  one  hundred  and 
sixtv-eight  dollars. 

Between  the  ages  of  eight  and  nine  years,  two  hundred  dollars. 

Between  the  ages  of  nine  and  ten  years,  two  hundred  and  forty 
dollars. 

Between  the  ages  of  ten  and  eleven  years,  three  hundred  dol- 
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lars. 

Between  the  ages  of  eleven  and  twelve  years,  three  hundred  and 
eighty  dollars. 

Between  the  ages  of  twelve  and  thirteen  years,  four  hundred 
and  sixty  dollars. 

Between  the  ages  of  thirteen  and  sixteen  years,  five  hundred 
and  twenty  dollars. 

Between  the  ages  of  sixteen  and  seventeen  years,  six  hundred 
and  twelve  dollars. 

Between  the  ages  of  seventeen  and  eighteen  years,  seven  hun¬ 
dred  dollars. 

Between  the  ages  of  eighteen  and  nineteen  years,  seven  hundred 
and  eighty-four  dollars. 
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Between  the  ages  of  nineteen  and  twenty  years,  eight  hun¬ 
dred  and  fifty-five  dollars. 

Between  the  ages  of  twenty  and  twenty-one  years,  nine  hun¬ 
dred  and  thirty  dollars. 

In  respect  of  insurance  heretofore  or  hereafter,  by  any  person 
not  of  the  full  age  of  twenty-one  years  but  of  the  age  of  fifteen 
years  or  upwards,  effected  upon  the  life  of  such  minor,  for  the 
benefit  of  such  minor  or  for  the  benefit  of  the  father,  mother, 
husband,  wife,  brother  or  sister  of  such  minor,  the  assured  shall 
not,  by  reason  only  of  such  minority,  be  deemed  incompetent  to 
contract  for  such  insurance  or  for  the  surrender  of  such  insur¬ 
ance,  or  to  give  a  valid  discharge  for  any  benefit  accuring,  or  for 
money  payable  under  the  contract. 

§  2.  This  act  shall  take  effect  immediately. 


Chap,  522. 

AN  ACT  to  amend  the  insurance  law,  in  relation  to  requiring 
adjusters  of  loss  or  damage  by  fire  to  procure  a  certificate  of 
authorit}^  from  the  superintendent  of  insurance. 

Became  a  law  May  15,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York ,  represented  in  Senate 
and  Assembly,  do  enact  as  follows: 

Section  1.  Section  one  hundred  and  tliirty-eight-a  of  chapter 
thirty-three  of  the  laws  of  nineteen  hundred  and  nine,  entitled 
“An  act  in  relation  to  insurance  corporations,  constituting  chapter 
'.twenty-eight  of  the  eonsoli dated  laws,”  as  added  by  chapter 
twenty-two  of  the  laws  of  nineteen  hundred  and  thirteen,  is 
hereby  amended  to  read  as  follows : 

§  138-a.  Public  adjusters;  certificate  of  authority.  The  term 
“  public  adjuster  ”  in  this  section  shall  include  every  person,  part¬ 
nership,  association  or  corporation  advertising,  soliciting  business 
or  holding  himself  or  itself  out  to  the  public  as  an  adjuster  of 
loss  or  damage  by  fire,  or  receiving  any  compensation  or  reward 
for  the  giving  of  advice  or  assistance  to  the  assured  in  the  adjust- 
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menk  of  claims  for  loss  or  damage  by  fire,  and  all  persons  who  for 
compensation  or  reward,  whether  by  way  of  salary  or  commission 
or  otherwise,  solicit  business,  investigate  or  adjust  losses  or  advise 
the  assured  with  reference  to  claims  for  loss  or  damage  by  fire,  on 
behalf  of  any  other  person,  partnership,  association  or  corporation 
engaged  in  the  business  of  adjusting  loss  or  damage  by  fire. 

Xo  person,  partnership,  association  or  corporation  shall,  after 
July  first,  nineteen  hundred  and  thirteen,  act  as  a  public  adjuster, 
or  receive  for  or  because  of  services  rendered  in  the  adjustment  of 
any  claim  or  claims  for  loss  or  damage  by  fire  under  a  policy  or 
policies  of  insurance  upon  property  within  this  state  any  money 
or  commission  or  other  thing  of  value,  without  first  procuring  a 
certificate  of  authority  to  act  as  a  public  adjuster  from  the  super¬ 
intendent  of  insurance. 

The  superintendent  of  insurance  shall  issue  such  adjuster’s  cer¬ 
tificate  of  authority  to  a  person,  partnership,  association  or  corpo¬ 
ration,  applying  therefor,  who  is  trustworthy  and  is  competent  to 
transact  business  as  a  public  adjuster  in  such  manner  as  to  safe¬ 
guard  the  interests  of  the  public. 

A  certificate  of  authority  issued  to  a  corporation,  partnership 
or  association  shall  authorize  only  the  officers  and  directors  of  the 
corporation,  or  the  members  of  the  partnership  or  association, 
specified  in  the  certificate,  each  of  whom  must  be  qualified  to 
obtain  a  certificate  to  act  as  adjuster.  The  fee  to  be  paid  to  the 
superintendent  of  insurance  by  the  applicant  for  such  adjuster’s 
certificate  at  the  time  the  application  is  made,  and  annually  for 
the  renewal  thereof,  shall  be  twenty-five  dollars.  If  the  applicant 
be  a  corporation,  partnership  or  association  such  fee  shall  be  paid 
for  each  person  specified  in  the  certificate. 

Every  adjuster's  certificate  of  authority  shall  expire  on  the 
thirtv-first  day  of  December  of  the  calendar  year  in  which  the 
same  shall  have  been  issued,  but  if  an  application  for  the  renewal 
of  any  such  certificate  shall  have  been  filed  with  the  superin¬ 
tendent  of  insurance  before  January  first  of  any  year  the  certifi- 
cate  of  authority  sought  to  be  renewed  shall  continue  in  full 
force  and  effect  until  the  issuance  by  the  superintendent  of  insur¬ 
ance  of  the  new  certificate  applied  for  or  until  five  days  after  the 
superintendent  of  insurance  shall  have  refused  to  issue  such  new 
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certificate  and  shall  have  served  notice  of  such  refusal  on  the 
applicant  therefor.  Service  of  such  notice  may  be  made  either 
personally  or  by  mail,  and  if  by  mail,  shall  be  deemed  complete 
if  such  notice  is  deposited  in  the  post-office  postage  prepaid, 
directed  to  the  applicant  at  the  place  of  business  specified  in  the 
application. 

Before  any  adjuster's  certificate  of  authority  shall  be  issued  by 
the  superintendent  of  insurance  there  must  be  filed  in  his  office  a 
written  application  therefor.  Such  application  shall  be  in  the 
form  or  forms  and  supplements  thereof  prescribed  by  the  super¬ 
intendent  of  insurance  and  must  set  forth  (1)  the  name  and  ad¬ 
dress  of  the  applicant,  and  if  the  applicant  be  a  partnership  or 
association,  the  name  and  address  of  each  member  thereof,  and  if 
the  applicant  be  a  corporation,  the  name  and  address  of  each  of 
its  officers  and  directors;  (2)  whether  any  certificate  of  authority 
as  agent,  broker  or  adjuster  has  been  issued  theretofore  by  the 
superintendent  of  insurance  to  the  applicant,  and,  if  the  applicant 
be  an  individual,  whether  any  such  certificate  has  been  issued 
theretofore  to  any  partnership  or  association  of  which  he  was  or 
is  a  member  or  to  any  corporation  of  which  he  was  or  is  an  officer 
or  director,  and,  if  the  applicant  be  a  partnership  or  association, 
whether  any  such  certificate  has  been  issued  theretofore  to  any 
member  thereof,  and,  if  the  applicant  be  a  corporation,  whether 
any  such  certificate  has  been  issued  theretofore  to  any  officer  or 
director  of  such  corporation;  (3)  the  business  in  which  the  appli¬ 
cant  has  been  engaged  for  the  year  next  preceding  the  date  of  the 
application,  and,  if  employed  by  another,  the  name  or  names  and 
address  or  addresses  of  such  employer  or  employers;  (4)  such 
information  as  the  superintendent  of  insurance  may  require  of 
applicants  to  enable  him  to  determine  their  trustworthiness  and 
competency  to  transact  the  business  of  adjuster  in  such  man¬ 
ner  as  to  safeguard  the  interests  of  the  public. 

An  application  for  an  adjuster’s  certificate  of  authority  must 
be  signed  and  verified  by  the  applicant  and,  if  made  by  a  partner¬ 
ship  or  association,  by  each  member  thereof  and  if  made  by  a 
corporation  by  each  officer  and  director  thereof  to  be  authorized 
thereby  to  act  as  an  adjuster. 
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If  an  application  for  a  certificate  of  authority  under  this  section 
be  filed  in  the  year  nineteen  hundred  and  thirteen  within  thirty 
days  after  this  section  takes  effect  the  applicant  and  the  per¬ 
sons  named  in  the  application  may,  notwithstanding  the  pro¬ 
visions  of  this  section,  act  as  public  adjuster  until  notice  of  rejec¬ 
tion  of  the  application  shall  have  been  served  as  herein  provided 
with  respect  to  renewal  applications. 

.V  corporation,  association  or  partnership  to  whom  a  certificate 
of  authority  shall  have  been  issued  by  the  superintendent  of  in¬ 
surance  under  this  section  may  at  any  time  make  an  application 
to  the  superintendent  of  insurance  for  the  issuance  of  a  supple¬ 
mental  certificate  of  authority  authorizing  additional  officers  or 
directors  of  the  corporation  or  members  of  the  partnership  or  as¬ 
sociation  to  act  as  adjusters,  and  the  superintendent  of  insurance 
may  thereupon  issue  to  such  corporation,  association  or  partner¬ 
ship  a  supplemental  certificate  accordingly  upon  the  payment  of 

an  additional  fee  for  each  member  or  officer  or  director  thereby 

*/ 

authorized  to  act  as  an  adjuster. 

A  certificate  issued  under  this  section  shall  be  revoked  by  the 
superintendent,  if  after  due  investigation  and  a  hearing  either 
before  him  or  before  any  salaried  employee  of  the  insurance  de¬ 
partment  designated  by  him  whose  report  he  may  adopt,  he  de¬ 
termines  that  the  holder  of  such  certificate  (1)  has  violated  any 
provision  of  the  chapter  by  any  act  or  thing  done  in  respect  to 
insurance  for  which  such  certificate  is  required;  or  (2)  has  made 
a  material  misstatement  in  the  application  for  such  certificate  ;  or 
(3)  has  been  guilty  of  fraudulent  practices;  or  (4)  has  demon¬ 
strated  his  incompetency  or  untrustworthiness  to  transact  the  busi¬ 
ness  for  which  such  certificate  of  authority  shall  have  been 

«/ 

granted  by  reason  of  anything  done  or  omitted  in  or  about  such 
business  under  the  authority  of  such  certificate. 

Xo  individual,  partnership,  association  or  corporation  whose 
certificate  of  authority  is  so  revoked  nor  any  partnership  or  asso¬ 
ciation  of  which  such  individual  is  a  member,  nor  any  corporation 
of  which  he  is  an  officer  or  director  shall  be  entitled  to  any  certifi¬ 
cate  of  authority  under  this  section  for  a  period  of  one  year  after 
such  revocation,  or,  if  such  revocation  be  reviewed  bv  certiorari 
proceedings,  for  one  year  after  the  final  determination  thereof 
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affirming  the  action  of  the  superintendent  in  revoking  such  certi¬ 
ficate.  If  any  such  certificate  held  by  a  partnership,  association  or 
corporation  be  so  revoked,  no  member  of  the  partnership  or  asso¬ 
ciation  or  officer  or  director  of  the  corporation  shall  be  entitled  to 
such  a  certificate  for  the  same  period  of  time,  if  the  superintend¬ 
ent  of  insurance  determines  and  finds  that  such  member  or  officer 
or  director  was  personally  at  fault  in  the  matter  on  account  of 
which  the  certificate  was  revoked.  The  holder  of  any  such  certifi¬ 
cate  or  any  person  aggrieved  may  file  with  the  superintendent  of 
insurance  a  verified  complaint  setting  forth  facts  from  which  it 
shall  appear  that  any  such  certificate  ought  to  be  revoked.  The 
superintendent  must  thereupon,  after  investigation  and  a  hearing 
as  herein  provided,  determine  whether  such  certificate  shall  be 
revoked. 

If  an  application  for  a  certificate  of  authority  under  this  sec¬ 
tion  be  rejected  or  such  a  certificate  be  revoked  by  the  superin¬ 
tendent  of  insurance  notice  thereof  shall  forthwith  be  served  on 
the  applicant  or  on  the  holder  of  such  certificate  either  personally 
or  by  mail,  and,  if  by  mail,  such  service  shall  be  complete  if  such 
notice  be  deposited  in  the  post-office  postage  prepaid,  directed  to 
the  applicant  or  the  holder  of  such  certificate,  as  the  case  may  be, 
at  the  place  of  business  specified  in  the  application  or  certificate. 

The  action  of  the  superintendent  of  insurance  in  granting  or 
refusing  to  grant  or  to  renew  a  certificate  of  authority  or  in  re- 
yoking  or  refusing  to  reyoke  such  a  certificate  shall  be  subject  to 
review  by  writ  of  certiorari,  at  the  instance  of  the  applicant  for 
such  certificate,  the  holder  of  a  certificate  so  revoked  or  the  holder 
of  any  such  certificate  or  the  person  aggrieved.  If  the  superin¬ 
tendent  of  insurance  shall  revoke  or  shall  refuse  to  renew  the 
certificate  of  authority  of  any  adjuster  issued  under  this  section 
and  such  adjuster  shall  apply  for  a  writ  of  certiorari  to  review 
such  action,  the  certificate  of  authority  of  such  adjuster  shall  be 
deemed  to  be  in  full  force  and  effect  for  all  purposes,  including 
the  right  to  renewal,  until  the  final  determination  of  such  cer¬ 
tiorari  proceedings  and  all  appeals  therefrom,  provided  the  fee  for 
such  certificate  be  paid. 

This  section  shall  not  apply  to  an  agent  or  employee  of  an 
underwriter  by  whom  a  policy  of  insurance  against  loss  or  damage 
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by  fire  shall  have  been  written  upon  property  within  this  state,  in 
adjusting  loss  or  damage  under  such  policy  nor  to  a  broker  acting 
as  adjuster  without  compensation  for  a  client  for  whom  he  is 
acting  as  broker,  nor  to  contracts  made  by  persons,  partnerships, 
associations  or  corporations  authorized  to  do  business  under 
article  nine  of  this  chapter. 

Any  person,  partnership,  association  or  corporation  violating 
any  of  the  provisions  of  this  section  shall,  in  addition  to  any  other 
penalty  in  this  chapter  provided,  forfeit  to  the  people  of  the  state 
five  hundred  dollars. 

§  2.  This  act  shall  take  effect  immediately. 


Chap.  536. 

AH  ACT  to  amend  the  code  of  civil  procedure,  in  relation  to  an 

action  for  divorce. 

Became  a  law  May  15,  1913',  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York,  represented  in  Senate 
and  Assembly ,  do  enact  as  follows: 

Section  1.  The  code  of  civil  procedure  is  hereby  amended  by 
adding  thereto  a  new  section,  to  be  section  seventeen  hundred  and 
sixty-one,  to  read  as  follows : 

§  1761.  Regulation  when  action  brought  by  either  husband  or 
wife.  Whenever  the  relation  of  husband  and  wife  ceases  bv  the 

C J 

entry  of  a  judgment  dissolving  the  marriage,  the  defendant  guilty 
of  adultery  is  not  entitled  to  any  interest  in  any  policy  of  insur¬ 
ance  on  the  life  of  the  plaintiff,  wherein  such  defendant  is  named 
as  a  beneficiary,  and  the  plaintiff  may  apply  to  the  court  grant¬ 
ing  the  final  decree  or  to  a  special  term  of  the  supreme  court  on 
notice  to  the  defendant,  or  the  attorney  who  appeared  for  defend¬ 
ant  in  action  for  divorce,  and  to  the  insurance  company  issuing 
the  policy  or  policies,  for  an  order  directing  the  insurance  com¬ 
pany  issuing  the  policy  or  policies  to  substitute  therein  such 
beneficiary  as  the  plaintiff  may  nominate.  In  case  where  it  is 
shown  that  the  defendant  has  contributed  from  his  or  her  separate 
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estate  toward  tlie  payment  of  the  premiums  on  such  policy,  the 
court  shall  grant  such  order  on  such  terms  as  in  the  discretion 
of  the  court  shall  be  equitable.  This  section  shall  also  apply 
in  like  manner  when  the  defendant  obtains  a  decree  against  the 
plaintiff  on  a  counterclaim. 

§  2.  This  act  shall  take  effect  September  first,  nineteen  hun¬ 
dred  and  thirteen. 


Chap.  596. 

AN  ACT  to  amend  the  insurance  law,  in  relation  to  investments 
of  domestic  life  insurance  corporations. 

Became  a  law  May  17,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York,  represented  in  Senate 
and  Assembly,  do  enact  as  follows: 

Section  1.  Section  one  hundred  of  chapter  thirty-three  of  the 
laws  of  nineteen  hundred  and  nine,  entitled  “An  act  in  relation 
to  insurance  corporations,  constituting  chapter  twenty-eight  of 
the  consolidated  laws,"  as  amended  by  chapter  seven  hundred 
and  sixty-seven  of  the  laws  of  nineteen  hundred  and  eleven,  is 
hereby  amended  to  read  as  follows : 

§  100.  Investments.  Xo  domestic  life  insurance  corporation, 
whether  incorporated  by  special  act  or  under  a  general  law,  shall 
invest  in  or  loan  upon  any  shares  of  stock  of  any  corporation, 
other  than  a  municipal  corporation,  nor,  excepting  government, 
state  or  municipal  securities,  shall  it  invest  in,  or  loan  upon,  any 
bonds  or  obligations  which  shall  not  be  secured  by  adequate  col¬ 
lateral  securitv  or  where  more  than  one-third  of  the  total  value 
of  the  collateral  securitv  therefor  shall  consist  of  shares  of  stock. 
Every  such  corporation  wrhich  on  the  first  day  of  dune,  nineteen 
hundred  and  six,  owned  any  shares  of  stock  other  than  public 
stocks  of  municipal  corporations,  whenever  the  same  were 
acquired,  or  any  bonds  or  obligations  of  the  kinds  above  described 
where  said  bonds  or  obligations  were  acquired  after  the  first  day 
of  March,  nineteen  hundred  and  six,  shall  dispose  of  said  shares 
of  stocks  and  of  said  bonds  and  obligations  within  ten  years  from 

O  V 
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the  thirty-first  day  of  December,  nineteen  hundred  and  six,  and 
in  each  year  prior  to  the  the  expiration  of  said  ten  years  shall  make 
such  reduction  of  its  holdings  of  said  securities  as  may  he  ap¬ 
proved  in  writing  by  the  superintendent  of  insurance.  No  invest¬ 
ment  or  loan  shall  be  made  by  any  such  life  insurance  corporation 
unless  the  same  shall  first  have  been  authorized  bv  the  hoard  of 
directors  or  by  a  committee  thereof  charged  with  the  duty  of 
supervising  such  investment  or  loan.  No  such  corporation  shall 
subscribe  to  or  participate  in  any  underwriting  of  the  purchase 
or  sale  of  securities  or  property,  or  enter  into  any  transaction 
for  such  purchase  or  sale  on  account  of  said  corporation  jointly 
with  any  other  person,  firm  or  corporation ;  nor  shall  any  such 
corporation  enter  into  any  agreement  to  withold  from  sale  any 
of  its  property,  but  the  disposition  of  its  property  shall  be  at  all 
times  within  the  control  of  its  board  of  directors.  Any  such  cor¬ 
poration,  in  addition  to  other  investments  allowed  by  law,  may 
invest  any  of  its  funds  in  any  duly  authorized  bonds  or  evidences 
of  debt  of  any  government  in  which  such  corporation  is  transr 
acting  business,  or  of  any  state,  or  of  any  city,  county,  town, 
village,  school  district,  municipality  or  other  civil  division  of  any 
state  and  may  loan  upon  the  security  of  improved  unincumbered 
real  property  in  any  state  worth  fifty  per  centum  more  than  the 
amount  loaned  thereon.  Provided,  however,  that  nothing  in  this 
section  contained  shall  be  construed  as  prohibiting  a  life  insur¬ 
ance  company  from  entering  into  an  agreement  for  the  purpose 
of  protecting  the  interests  of  the  company  in  securities  lawfully 
held  by  it,  or  for  the  purpose  of  reorganization  of  a  corporation 
which  issued  securities  so  held,  and  from  depositing  such  securities 
with  a  committee  or  depositaries  appointed  under  such  agreement ; 
but  such  agreement  and  deposit  of  securities  thereunder  must  first 
be  approved  in  writing  by  the  superintendent  of  insurance  with 
a  statement  of  his  reason  for  such  approval.  Nor  shall  this  sec¬ 
tion  be  construed  as  preventing  such  company  from  accepting 
corporate  stock  or  bonds  or  other  securities,  which  may  be  dis¬ 
tributed  pursuant  to  any  such  agreement  approved  as  aforesaid 
or  to  any  plan  of  reorganization  approved  in  writing  by  the 
superintendent  of  insurance  with  a  statement  of  his  reason  for 
such  approval.  But  if  any  securities  so  received  shall  consist  in 
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whole  or  in  part  of  stock  in  any  corporation  or  of  bonds  or  obliga¬ 
tions  which  shall  not  be  secured  by  adequate  collateral  security  or 
where  more  than  one-third  of  the  total  value  of  the  collateral  secu¬ 
rity  therefor  shall  consist  of  shares  of  stock,  then  any  stock  and 
any  such  bond  or  obligation  so  received  shall  be  disposed  of  within 
live  years  from  the  time  of  their  acquisition  or  before  the  expira¬ 
tion  of  such  further  period  or  periods  of  time  as  may  be  fixed 
in  writing  for  that  purpose  by  the  superintendent  of  insurance. 

§  2.  This  act  shall  take  effect  immediately. 


Chap.  766. 

AN  ACT  to  amend  the  general  corporation  law,  in  regard  to 

receiver’s  title  to  property  and  general  powers  of  receivers. 

Became  a  law  May  27,  1913,  with  the  approval  of  the  Governor.  Passed, 

three-fifths  being  present. 

The  People  of  the  State  of  New  York ,  represented  in  Senate 
and  Assembly,  do  enact  as  follows: 

Section  1.  That  section  two  hundred  and  thirty-two  of  chapter 
twenty-eight  of  the  laws  of  nineteen  hundred  and  nine,  entitled 
“An  act  relating  to  corporations  generally,  constituting  chapter 
twenty-three  of  the  consolidated  laws/’  is  hereby  amended  to  read 
as  follows : 

§  232.  Receiver’s  title  to  property.  Such  receivers  shall,  from 
the  time  of  their  having  filed  the  security  required  by  law,  be 
vested  with  all  the  property,  real  or  personal,  vested  or  contingent, 
of  the  corporation. 

§  2.  Subdivision  one  of  section  two  hundred  and  thirty-nine 
of  chapter  twenty-eight  of  the  laws  of  nineteen  hundred  and  nine, 
entitled  “An  act  relating  to  corporations  generally,  constituting 
chapter  twenty-three  of  the  consolidated  laws,”  is  hereby  amended 
to  read  as  follows : 

§  239.  General  powers  of  receivers.  The  said  receivers  shall 
have  power : 

1.  To  sue  in  their  own  names  or  otherwise,  and  recover  all 
the  property,  debts  and  things  in  action,  belonging  or  due  or  to 
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become  due  to  such  corporation,  whether  accruing  or  maturing 
before  or  after  the  dissolution  thereof  and  whether  vested  or  con¬ 
tingent  at  the  time  of  such  dissolution,  in  the  same  manner  and 
with  the  like  effect  as  such  corporation  might  or  could  have  done 
if  no  receivers  had  been  appointed ;  and  no  set-off  shall  be 
allowed  in  any  such  suit,  for  any  debt,  unless  it  was  owing  to 
such  creditor  by  such  corporation  before  the  appointment  of  the 
receiver  of  such  corporation,  or  unless  it  shall  have  been  duly 
contracted  by  such  receiver  subsequent  to  his  appointment;  not¬ 
withstanding  the  notice  to  creditors  the  receivers  may  sue  for 
and  recover  any  property  or  effects  of  the  corporation  and  any 
debts  due  to  it,  at  any  time,  before  the  day  appointed  for  the 
delivery  or  payment  thereof ; 

§  3.  This  act  shall  take  effect  immediately. 


INSURANCE  DECISIONS 


BY  THE 

COURT  OF  APPEALS 
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OF  APPEALS 


The  Bankers  Surety  Company,  Respondent,  v.  Christian  D. 
Meyer  et  al.,  as  Administrators  of  the  Estate  of  Frederic 
Meyer,  Deceased,  Appellants. 

Decedent’s  estate  —  action  to  have  notes,  made  by  decedent  but  not  yet  due, 
declared  valid  and  subsisting  claims  against  decedent  and  entitled  to  share 
in  the  distribution  of  his  estate. 

Plaintiff  alleges  that  it  is  the  holder  of  promissory  notes  made  by  plaintiff’s 
intestate  which  are  not  yet  due  and  which  will  not  become  due  for  several 
years;  that  the  defendants  have  rejected  the  claim  therefor  which  has  been 
presented  to  them,  and  that  there  is  danger  that  the  said  estate  will  be  dis¬ 
tributed,  paid  out  or  dissipated  without  paying  or  adequately  securing  the 
claim  of  plaintiff  unless  plaintiff’s  claim  is  approved  and  established  in  this 
action  as  a  valid  and  subsisting  claim  against  it.  The  relief  demanded 
is  that  said  notes  be  declared  good  and  valid  instruments,  and  that  enough 
of  the  property  in  the  hands  of  defendants  as  representatives  of  the  estate 
of  the  maker  of  said  notes  be  set  aside  to  meet  said  notes  as  they  become 
due  on  their  respective  dates  of  maturity.  Held,  that  since  there  is  no 
provision  in  the  Code  of  Civil  Proceedure  which  affords  adequate  protection, 
this  action  may  be  maintained  to  establish  the  validity  of  the  notes  and  that 
the  plaintiff  is  a  creditor  of  the  estate  of  the  decedent  and  entitled  to  share 
in  its  distribution,  but  that  it  is  not  necessary  to  provide  in  the  judgment 
that  the  defendants  set  apart  sufficient  funds  with  which  to  meet  the  notes, 
that  being  provided  for  by  the  Code  if  this  action  is  sustained.  ( Ludington 
v.  Thompson,  153  N.  Y.  499,  followed.) 

Bankers  Surety  Co.  v.  Meyer,  146  App.  Div.  867,  affirmed. 

(Argued  March  18,  1912;  decided  April  9,  1912.) 

Appear,  by  permission,  from  an  order  of  the  Appellate  Di¬ 
vision  of  the  Supreme  Court  in  the  first  judicial  department, 
entered  November  17,  1911,  which  reversed  an  order  of  Special 
Term  denying  a  motion  by  plaintiff  for  judgment  on  the  plead¬ 
ings  and  granted  said  motion,  with  leavo  to  defendants  to  with¬ 
draw  their  demurrer  and  serve  an  answer. 

[129] 
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The  following  question  was  certified :  “  Does  the  complaint 

state  facts  sufficient  to  constitute  a  cause  of  action  ?  ” 

Rudolph  F.  Robe  for  appellants. 

William  H.  Hamilton ,  Norman  C.  Conklin  and  Edward  J. 
Howling,  for  respondent. 

Cullen,  Ch.  J.,  Haight,  Vann,  Willard  Bartlett,  Chase 
and  Collin,  JJ.,  concur. 

Order  affirmed. 


Benevolent  and  Protective  Order  of  Elks,  Respondent  v. 
Improved  Benevolent  and  Protective  Order  of  Elks  of 
the  World  et  al.,  Appellants. 

Injunction  —  corporate  names  —  a  membership  corporation  may  maintain  an 
action  for  an  injunction  restraining  a  similar  corporation  from  using  the 
same  or  a  similar  name. 

1.  The  right  to  relief  by  injunction  against  the  unfair  and  misleading  use  of 
a  corporate  name  is  not  confined  to  business  corporations. 

2.  The  plaintiff  was  incorporated  in  1871  by  a  special  act  of  the  legislature, 
under  the  name  of  the  “  Benevolent  and  Protective  Order  of  Elks,”  “  to  pro¬ 
tect  and  aid  its  members,”  and  is  authorized  to  acquire  and  hold  real  and 
personal  property,  to  sell  and  dispose  of  the  same,  to  have  and  use  a  com¬ 
mon  seal  and  to  establish  branch  organizations,  and  now  has  branches  in 
many  other  states  and  a  large  aggregate  membership.  The  defendant  was 
organized  under  the  Membership  Corporations  Law  in  1907,  under  the  name 
of  the  “  Grand  Lodge  of  the  Improved  Benevolent  and  Protective  Order  of 
Elks  of  the  World,”  but  in  its  publications  it  appears  as  the  “  Improved 
Benevolent  and  Protective  Order  of  Elks  of  the  World.”  Its  objects  are 
similar  to  those  of  the  plaintiff,  and  it  has  established  branch  organizations 
in  this  state  and  elsewhere.  Held,  that  the  names  of  the  plaintiff  and  de¬ 
fendant  are  so  similar  as  to  be  likely  to  deceive;  that  the  judgment  of  the 
trial  court  enjoining  the  defendant  from  in  anywise  using  the  word  “  Elk” 
or  “  Elks  ”  as  part  of  its  title  or  incorporation  should  be  sustained;  but  that 
the  judgment  should  be  modified  by  striking  out  the  provisions  prohibiting 
the  defendant  from  using  the  same  colors  and  the  same  titles  for  its  officers 
as  those  used  by  the  plaintiff. 

B.  P.  0.  Elks  v.  Improved  B.  P.  0.  Elks,  136  App.  Div.  896,  modified. 
(Submitted  May  9,  1912;  decided  May  24,  1912.) 

Appeal,  by  permission,  from  a  judgment  of  the  Appellate  Di¬ 
vision  of  tbe  Supreme  Court  in  the  second  judicial  department, 
entered  December  30,  1909,  which  unanimously  affirmed  a  judg¬ 
ment  of  Special  Term  enjoining  and  restraining  the  defendants 
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from  using  the  name  'fi  Improved  Benevolent  and  Protective 
Order  of  Elks  of  the  World  ”  or  any  similar  name  and  from 
adopting  and  using  badges,  buttons  and  colors  similar  to  those  in 
use  by  the  plaintiff. 

Anderson  Price  and  D.  Macon  Webster  for  appellants. 

Thomas  F.  Curran  for  respondent. 

Cullen,  Ch.  J.,  Cray,  Haight,  Vann,  Werner  and  Chase, 
JJ.,  concur. 

Judgment  affirmed. 


Robert  L.  Searchy,  Respondent,  v.  Casualty  Company  of 

America^  Appellant. 

Searcy  v.  Casualty  Co.  of  America,  149  App.  Div.  316,  appeal  dismissed. 

(Argued  April  29,  1912;  decided  May  7,  1912.) 

Motion  to  dismiss  an  appeal  from  a  judgment  of  the  Appellate 
Division  of  the  Supreme  Court  in  the  second  judicial  department, 
entered  February  23,  1912,  affirming  a  judgment  in  favor  of 
plaintiff  entered  upon  a  verdict  in  an  action  on  a  contract  for 
services. 

The  motion  was  made  upon  the  ground  that  the  appeal  was 
from  an  unanimous  affirmance  in  an  action  specified  in  subdi¬ 
vision  2  of  section  191  of  the  Code  of  Civil  Procedure  and  that 
permission  to  appeal  had  not  been  obtained. 

I.  R.  0 eland  for  motion. 

Theodore  R.  Lord  opposed. 

Motion  granted  and  appeal  dismissed,  with  costs  and  ten  dol¬ 
lars  costs  of  motion. 


William  Hauser,  Respondent  v.  North  British  and  Mercan¬ 
tile  Insurance  Company,  Appellant. 

Constitutional  law  —  rule  for  testing  constitutionality  of  a  statute  affecting 
the  occupation  of  a  citizen  —  unconstitutionally  of  section  142  of  Insurance 
Law  confining  the  business  of  procuring  insurance,  as  brokers  or  agents, 
to  a  designated  class. 

1.  The  constitutionality  of  an  act  affecting  the  business  of  a  citizen  is  to  b© 
tested  by  its  effect  upon  his  right  freely  to  pursue  a  lawful  occupation.  A 
statue  under  the  guise  of  an  exercise  of  the  police  power  cannot  arbitrarily 
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interfere  with  that  liberty  of  pursuit;  the  equal  protection  of  the  laws 
means  equality  of  opportunity  to  all  in  like  circumstances,  and  classification 
to  be  valid  must  not  he  arbitrary  and  discriminate  against  persons  without 
a  basis  in  reason. 

2.  Section  142  of  the  Insurance  Law,  first  inserted  in  1911  by  chapter  748  of 
the  laws  of  that  year,  as  amended  by  chapter  1  of  the  Laws  of  1912,  the  pur¬ 
pose  of  which  is  to  confine  the  business  of  broker  in  procuring  insurance  to 
those  who  should  make  that  their  principal  business,  or  wdio  should  be  real 
estate  agents,  or  brokers,  is  unconstitutional. 

Hauser  v.  N.  B.  &  M.  Ins.  Co.,  152  App.  Div.  91,  affirmed. 

(Submitted  October  25,  1912;  decided  November  19,  1912.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the  Su¬ 
preme  Court  in  the  first  judicial  department,  entered  July  26, 
1912,  in  favor  of  plaintiff  upon  the  submission  of  a  controversy 
under  section  1279  of  the  Code  of  Civil  Procedure. 

The  nature  of  the  controversy  and  the  facts,  so  far  as  material, 
are  stated  in  the  opinion. 

W.  H.  Van  Benschoten  for  appellant. 

William  B.  Ellison  as  amicus  curice. 

William  Hauser ,  respondent  in  person. 

Cullen,  Ch.  J.,  Haight,  Vann,  Werner,  Chase  and  Collin, 
JJ  .,  concur. 

Judgment  affirmed.  _ 


Samuel  Green,  Appellant,  v.  Supreme  Council  of  the  Poyal 

Arcanum  et  al.,  Respondents. 

Benefit  associations  —  illegal  amendment  to  by-laws  increasing  rate  of 
assessment  without  member’s  consent. 

1.  A  membership  contract  in  a  mutual  benefit  association,  in  which,  the  mem¬ 
ber  agrees  “  to  conform  in  all  respects  to  the  laws,  rules  and  usages  of  the 
order  now  in  force  or  which  may  hereafter  be  adopted  by  the  same,”  does 
not  authorize  a  subsequent  amendment  of  the  by-laws  without  the  member’s 
consent,  if  the  effect  of  such  amendment  is  to  increase  the  rate  of  assess¬ 
ment  or  to  reduce  the  amount  of  the  benefit  as  fixed  by  the  contract',  al¬ 
though  the  certificate  issued  to  him  by  the  defendant  was  upon  condition 
“  that  the  said  member  complies,  in  the  future,  with  the  laws,  rules  and  reg¬ 
ulations  now  governing  the  said  Council  and  Fund,  or  that  may  hereafter 
be  enacted  by  the  Supreme  Council  to  govern  said  Council  and  Fund. 

2.  The  rights  of  the  plaintiff  are  not  affected  by  the  fact  that  the  defendant  is 
a  corporation  organized  under  the  laws  of  Massachusetts,  nor  by  the  provi- 
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sions  of  the  present  statute  of  that  state  which  was  enacted  subsequent  to 
the  time  when  plaintiff  became  a  member  of  the  association. 

Green  v.  Royal  Arcanum,  144  App.  Div.  761,  reversed. 

(Argued  November  25,  1912;  decided  December  10,  1912.) 

Appeal  from  an  order  of  tlie  Appellate  Division  of  the  Su¬ 
preme  Court  in  the  second  judicial  department,  entered  May  19, 
1911,  reversing  a  judgment  in  favor  of  plaintiff  entered  upon  a 
decision  of  the  court  on  trial  at  Special  Term. 

F.  J.  Moissen  for  appellant. 

Howard  C.  Wiggins  and  Curtis  II.  Waterman  for  respondents. 
Cullen,  Ch.  J.,  Gray,  Haight,  Vann,  Werner,  Chase  and 
Collin,  J  J.,  concur. 

Order  reversed  etc. 


Robert  M.  Whiting,  Appellant,  v.  The  Fidelity  Mutual  Life 

Association  of  Philadelphia,  Respondent. 

Whiting  v.  Fidelity  Mut.  Life  Assn,  of  Philadelphia }  150  App.  Div.  157,  appeal 
dismissed. 

(Argued  June  4,  1912;  decided  June  18,  1912.) 

Appeal  from  an  order  of  the  Appellate  Division  of  the  Su¬ 
preme  ourt  in  the  first  judicial  department,  entered  April  11, 
1912,  which  vacated  a  judgment  entered  by  plaintiff  upon  a  re¬ 
mittitur  from  the  Court  of  Appeals  directing  judgment  absolute 
in  favor  of  plaintiff  and  directed  the  entry  of  judgment  in  another 
form. 

Alexander  S.  Bacon  for  appellant. 

William  B.  Ellison  and  Bruce  Ellison  for  respondent. 

Appeal  dismissed,  with  costs ;  no  opinion. 

Concur:  Cullen,  Ch.  J.,  Gray,  Werner,  Willard  Bart¬ 
lett,  Hiscock,  Chase  and  Collin,  JJ. 


Moe  Paris  et  al.,  Respondents,  v.  Lawyers  Title  Insurance 
and  Trust  Company,  Appellant,  and  David  Kratenstein  et 
al.,  Respondents,  Impleaded  with  Others. 

Subrogation  —  when  doctrine  not  applicable. 

The  facts  examined  in  an  action  where  one  of  the  questions  at  issue  was  as  to 
whether  a  certain  lien  on  real  property  should  be  subordinated  to  subse- 
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quent  mortgages  for  the  reason  that  the  lienors  had  released  their  claim 
against  the  original  owner  and  thereby  impaired  the  mortgagee’s  right  of 
subrogation,  and  held,  the  doctrine  of  subrogation  not  applicable. 

Paris  v.  Lawyers  Title  Ins.  d  Trust  Co.,  141  App.  Div.  866,  affirmed. 

(Argued  May  20,  1912;  decided  June  18,  1912.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the  Su¬ 
preme  Court  in  the  second  judicial  department,  entered  January 
6,  1911,  affirming  a  judgment  entered  upon  a  decision  of  the 
court  on  trial  at  Special  Term. 

On  March  20,  1909,  Samuel  Silverstein  was  the  owner  of  cer¬ 
tain  real  property  in  the  borough  of  Brooklyn,  city  of  Xew  York, 
consisting  of  ten  lots.  On  that  day  he  borrowed  of  the  plaintiffs 
$18,750,  for  which  he  gave  his  bond  with  a  mortgage  on  said  lots 
as  collateral  thereto,  which  mortgage  was  duly  recorded  March 
24,  1909.  Soon  thereafter  Silverstein  commenced  the  erection 
of  a  house  on  each  of  said  lots  and  entered  into  contracts  with  the 
defendants  David  Kratenstein  and  Joseph  Weinstein  and  with 
others  for  certain  parts  of  the  labor  and  materials  for  the  erec¬ 
tion  of  said  houses.  On  July  27,  1909,  said  houses  were  par¬ 
tially  completed.  On  that  day  Silverstein  conveyed  all  of  said 
lots  with  the  buildings  thereon  to  the  Little  Giant  Realty  Com¬ 
pany,  a  domestic  corporation.  Included  in  the  deed  was  a  special 
covenant  by  which  said  corporation  “  assumed  the  payment  of  all 
the  claims  for  materials  furnished  and  labor  performed  upon  and 
toward  the  erection  of  said  buildings.”  On  the  same  day  said 
corporation  executed  to  the  Eltoma  Realty  Company,  a  domestic 
corporation,  ten  bonds  for  $5,500  each,  with  ten  mortgages  — one 
upon  each  of  said  lots  —  as  collateral  to  said  bonds  respectively, 
and  the  Eltoma  Company  advanced  to  the  Little  Giant  Company 
$2,750  on  each  of  said  bonds  and  mortgages.  On  the  same  day 
the  Little  Giant  Company  paid  to  the  plaintiffs  the  interest  on 
their  mortgage  to  that  date  and  $3,750  upon  the  principal,  and 
the  plaintiffs  executed  an  agreement  to  and  with  the  Eltoma  Com¬ 
pany  and  the  Little  Giant  Company  whereby  they  subordinated 
their  mortgage  covering  all  said  real  property  to  the  ten 
mortgages  given  to  the  Eltoma  Company  to  the  extent  of 
$27,500,  the  amount  paid  on  account  thereof.  There- 
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upon  the  Eltoma  Company  sold  and  assigned  said  ten  bonds 
and  mortgages  to  the  defendant  Lawyers  Title  Insurance  and 
Trust  Company.  After  the  execution  and  delivery  of  the  said 
deed  and  mortgages,  but  before  the  record  thereof,  the  defendants 
Kratenstein  and  Weinstein  and  several  others  filed  liens  against 
said  real  property  for  materials  furnished  and  labor  performed 
upon  and  toward  the  erection  of  said  buildings. 

On  November  19,  1909,  Kratenstein  and  Weinstein  received 
from  Silverstein  a  payment  of  $1,000  on  account  of  their  lien 
and  they  executed  to  Silverstein  a  general  release  discharging 
him  from  all  claims  of  every  name  and  nature  to  that  date.  The 
release  so  executed  by  Kratenstein  and  Weinstein  was  delivered 
to  a  third  person  in  escrow  “  until  the  final  determination  of  a 
certain  action  entitled  Paris  v.  Little  Giant  Realty  Company  et 
at.  (this  action)  and  a  determination  of  the  rights  of 
and  Kratenstein  and  Weinstein  under  two  certain  mechanic’s 
liens  filed  by  them  against  property  in  *  *  *  (this  prop¬ 

erty).  Upon  a  final  determination  of  the  rights  under  said  liens 
said  releases  are  to  he  delivered  to  S.  Silverstein  irrespective  of 
any  personal  judgment  that  may  be  entered  against  him  by  virtue 
of  said  liens.  The  said  releases  shall  not  be  construed  as  a  waiver 
of  any  rights  under  said  liens  except  as  herein  set  forth.” 

The  issues  joined  in  the  action  were  decided  June  8,  1910, 
and  the  court  directed  a  sale  of  the  real  property,  and  that  from 
the  proceeds  thereof  after  the  payment  of  the  costs  there  be  paid : 
1.  To  the  Lawyers  Title  Insurance  and  Trust  Company  on  its 
mortgages  an  amount  equal  to  the  plaintiffs’  mortgage  with  in¬ 
terest.  2.  To  the  lienors  whose  liens  were  established  by  the 
judgment  including  the  lien  of  Kratenstein  and  Weinstein  the 
amount  found  due  on  their  liens  respectively  according  to  prior¬ 
ity.  3.  To  the  Lawyers  Title  Insurance  and  Trust  Company  the 
amount  of  its  mortgages  and  interest  less  the  amount  paid  to  it  as 
above  provided  and  the  amount  paid  on  said  liens.  4.  To  the 
plaintiffs  the  amount  of  their  mortgage  and  interest.  5.  To  the 
Lawyers  Title  Insurance  and  Trust  Company  the  amount  then 
remaining  unpaid  on  its  mortgages. 

The  Lawyers  Title  Insurance  and  Trust  Company  appealed 
from  said  judgment  to  the  Appellate  Division  where  the  judg- 
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ment  was  sustained  by  a  divided  court ;  an  appeal  was  then  taken 
from  said  judgment  of  affirmance  to  this  court. 

Philip  S.  Dean  for  appellant. 

Charles  Meyers  for  plaintiffs,  respondents. 

Abraham  Spigelgass  and  Joseph  J.  Schwartz  for  defendants, 
respondents. 

Cullen,  Ck.  J.,  Gray,  Willard  Bartlett,  Hiscock,  and 
Collin,  JJ.,  concur;  Vann,  J.,  absent. 

Judgment  affirmed. 


Columbus  Dry  Goods  Company,  Respondent,  v.  Globe  and 
Rutgers  Fire  Insurance  Company,  Appellant. 

Columbus  Dry  Goods  Co.  v.  Globe  &  R.  F.  Ins.  Co.,  142  App.  Div.  561,  affirmed. 
(Submitted  June  13,  1912;  decided  June  29,  1912.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the 
Supreme  Court  in  the  first  judicial  department,  entered  Feb¬ 
ruary  8,  1911,  affirming  a  judgment  in  favor  of  plaintiff  entered 
upon  a  verdict  in  an  action  to  recover  upon  a  binder  of  fire 
insurance. 

Charles  D.  Cleveland  and  Frederick  T.  Kelsey  for  appellant. 
Chester  A.  Jayne  for  respondent. 

Judgment  affirmed,  with  costs,  on  opinion  of  Ingraham,  P.  J., 
below. 

Concur:  Cullen,  Ch.  J.,  Gray,  Haight,  Vann,  Werner  and 
Collin,  JJ.  Absent:  Hiscock,  J. 


Simon  Heilbrunn,  Appellant,  v.  German  Alliance  Insurance 
Company  of  Hew  York,  Respondent. 

Heilbrumn  v.  German  A  lliance  Ins.  Co.,  150  App.  Div.  670,  appeal  dismissed. 
(Submitted  October  2,  1912;  decided  October  22,  1912.) 

Appeal,  by  permission,  from  an  order  of  the  Appellate  Division 
of  the  Supreme  Court  in  the  first  judicial  department,  entered 
May  31,  1912,  which  affirmed  an  order  of  Special  Term  overruling 
a  demurrer  to  the  answer  and  denying  a  motion  for  judgment  on 
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the  pleadings  in  an  action  to  recover  under  a  mortgagee  clause  in 
a  policy  of  fire  insurance. 

Jacob  E.  Schiff  for  appellant. 

Leo  Levy  for  respondent. 

Appeal  dismissed,  with  costs,  upon  the  ground  that  no  question 
for  determination  has  been  certified  to  this  court  as  required  by 
subdivision  2  of  section  190  of  the  Code  of  Civil  Procedure;  no 
opinion. 

Concur:  Cullen,  Ch.  J.,  Haight,  Vann,  Willard  Bartlett, 
Hiscock,  Chase  and  Collin,  JJ. 


Ellen  J.  Wynn,  Appellant,  v.  The  Provident  Life  and  Trust 
Company  of  Philadelphia,  Despondent. 

Trial  —  question  for  jury. 

Where  there  is  some  evidence  in  favor  of  the  plaintiff  in  each  of  the  issues  liti¬ 
gated,  the  questions  of  fact  should  be  submitted  to  the  jury,  in  the  absence 
of  a  request  from  both  parties  for  the  direction  of  a  verdict,  or  a  request 
from  one  side  and  the  acquiescence  of  the  other. 

Wynn  v.  Provident  Life  &  Trust  Co.  of  Philadelphia,  142  App.  Div.  913,  re¬ 
versed. 

(Submitted  October  10,  1912;  decided  October  29,  1912.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the 
Supreme  Court  in  the  third  judicial  department,  entered  Decem¬ 
ber  5,  1910,  affirming  a  judgment  in  favor  of  defendant  entered 
upon  a  verdict  directed  by  the  court. 

J ohn  J.  Linson  and  E.  Metzger  for  appellant. 

Amos  Van  Etten  for  respondent. 

Cullen,  Ch.  J.,  Vann,  Willard  Bartlett,  Hiscock,  Chase 
and  Collin,  JJ.,  concur;  Haight,  J.,  absent. 

Judgment  reversed,  etc. 


Richard  S.  White  et  al.,  Appellants,  v.  The  Maryland 

Casualty  Company,  Respondent. 

White  v.  Maryland  Casualty  Co.,  142  App.  Div.  945,  affirmed. 

(Argued  October  10,  1912;  decided  October  29,  1912.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the 
Supreme  Court  in  the  second  judicial  department,  entered 
January  31,  1911,  which  affirmed  a  final  judgment  in  favor  of 
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defendant  dismissing  the  complaint  after  a  demurrer  thereto  had 
been  sustained  in  an  action  to  recover  upon  a  policy  of  indemnity 
insurance. 

Alfred  B.  Cruiksliank  for  appellants. 

James  J.  Mahoney  and  M.  J .  Wright  for  respondent. 

J udgment  affirmed,  with  costs ;  no  opinion. 

Concur:  Cullen,  Ch.  J.,  Haight,  Vann,  Willard  Bartlett, 
Hiscock,  Chase  and  Collin,  JJ. 


Anna  J.  Foster,  as  Assignee  of  Brigetta  J.  Tate,  Despondent, 
v.  Great  Eastern  Casualty  and  Indemnity  Company  of 
New  York,  Appellant. 

late  v.  Great  Eastern  Casualty  &  Indemnity  Co.,  143  App.  Div.  919,  affirmed. 
(Argued  October  14,  1912;  decided  October  29,  1912.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the 
Supreme  Court  in  the  fourth  judicial  department,  entered  Feb¬ 
ruary  23,  1911,  affirming  a  judgment  in  favor  of  plaintiff  entered 
upon  a  verdict  in  an  action  to  recover  on  a  policy  of  accident 
insurance. 

Irving  W.  Cole  and  Samuel  II.  Guggenheimer  for  appellant. 
Arthur  B.  Ottaway  for  respondent. 

Judgment  affirmed,  with  costs;  no  opinion. 

Concur:  Cullen,  Ch  J.,  Haight,  Vann,  Werner,  Willard 
Bartlett  and  Hiscock,  JJ.  Absent:  Gray,  J. 


Matilda  Fitzpatrick,  Respondent,  v.  Knights  of  Columbus, 

Appellant. 

Fitzpatrick  v.  Knights  of  Columbus,  143  App.  Div.  540,  affirmed. 

(Argued  November  1,  1912;  decided  November  19,  1912.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the 
Supreme  Court  in  the  second  judicial  department,  entered  April  3, 
1911,  affirming  a  judgment  in  favor  of  plaintiff  entered  upon  a 
verdict  in  an  action  to  recover  upon  a  contract  of  life  insurance. 
William  L.  Gellert  and  James  E.  Carroll  for  appellant. 
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TT alter  Farrington  and  George  Card  for  respondent. 

Judgment  affirmed,  with  costs,  on  opinion  of  Woodward,  J., 

below. 

Concur:  Gray,  Werner,  Willard  Bartlett,  Hiscock,  Chase 
and  Collin,  JJ.  Absent:  Cullen,  Cb.  J. 


Daniel  J.  Creem  et  al.,  Respondents  and  Appellants,  v.  The 
Fidelity  and  Casualty  Company  of  Few  York,  Appellant 
and  Respondent. 

Insurance  —  limitation  of  actions. 

Upon  examination  of  the  facts,  in  an  action  brought  upon  a  policy  of  liability 
insurance,  held,  that  it  was  commenced  within  the  time  limited  by  the  ex¬ 
press  provisions  of  the  policy. 

Creem  v.  Fidelity  &  Casualty  Co.,  141  App.  Div.  493,  modified. 

(Argued  October  10,  1912;  decided  November  26,  1912.) 

Cross-appeals  from  a  judgment  of  the  Appellate  Division  of 
the  Supreme  Court  in  the  first  judicial  department,  entered 
January  18,  1911,  modifying  and  affirming  as  modified  a  judg¬ 
ment  in  favor  of  plaintiff  entered  upon  a  verdict  directed  by  the 

court. 

This  action  was  brought  on  a  policy  of  liability  insurance,  by 
which  the  defendant  indemnified  the  plaintiffs  in  the  sum  of 
$5,000,  for  the  term  of  one  year  commencing  April  1,  1896, 
against  damages  recovered  for  personal  injuries  sustained  by  their 
employees,  or  by  the  public  generally  through  the  negligence  of 
their  employees.  The  policy,  among  other  things,  provided  that 
“  2.  The  assured,  upon  the  occurrence  of  an  accident,  and  also 
upon  receiving  information  of  a  claim  on  account  of  an  accident, 
shall  give  immediate  notice  in  writing  of  such  accident  or  claim 
with  full  particulars  to  the  Company,  at  its  office  in  Yew  York 
City,  or  to  the  agent  if  any,  who  has  countersigned  this  policy. 

“3.  If  thereafter  any  legal  proceedings  are  taken  against  the 
assured  to  enforce  a  claim  for  damages  on  account  of  such  accident, 
the  Company  wfill  defend  the  same  at  its  own  cost,  in  the  name  and 
on  behalf  of  the  assured. 

“  4.  The  assured  shall  not,  except  at  his  own  cost,  settle  any 
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claim,  nor  incur  any  expense,  nor  interfere  in  any  negotiation 
for  settlement  or  in  any  legal  proceedings  without  the  consent  of 
the  Company  previously  given  in  writing,  but  he  may  provide 
such  immediate  surgical  relief  as  may  be  imperative.  The  assured 
shall  render  the  Company  all  reasonable  aid  in  securing  informa¬ 
tion  and  evidence  in  effecting  settlements  and  in  case  the  Com¬ 
pany  calls  for  the  attendance  of  any  employee  or  employees  as 
witnesses  in  suits,  the  assured  will  secure  his  or  their  attendance, 
making  no  charge  for  his  or  their  loss  of  time. 

M  12.  No  action  shall  lie  against  the  Company  after  the  expira¬ 
tion  of  the  period  within  which  an  action  for  damages  on  account 
of  the  given  injuries  or  death  might  be  brought  by  such  claimant 
or  his  representatives  against  the  assured,  unless  at  the  expiration 
of  said  period  there  is  a  suit  arising  out  of  such  accident,  pend¬ 
ing  against  the  assured,  in  which  case  an  action,  may  be  brought 
in  respect  to  the  claim  involved  in  such,  action  against  the  Com¬ 
pany  by  the  assured  within  thirty  days  after  final  judgment  is 
rendered  in  suck  suit,  and  not  later. 

“  13.  In  case  of  loss  under  this  policy,  the  Company  shall  be 
subrogated  to  all  claims  or  rights  of  the  assured  in  respect  to  such 
loss  against  any  third  party  or  parties,  and  the  assured  shall 
execute  any  and  all  papers  required  to  secure  to  the  Company  said 
rights.” 

On  the  6th  day  of  June,  1896,  one  Kate  Johnston,  while  passing 
along  a  public  street,  sustained  personal  injuries,  alleged  to  have 
been  caused  by  an  obstruction  which  was  suffered  to  remain  therein 
by  the  Phoenix  Bridge  Company,  who  were  the  original  contractors 
for  the  building  of  the  foundation  for  the  pillars  of  an  elevated 
railroad,  but  which,  in  fact,  was  the  fault  of  the  plaintiffs  herein, 
to  whom  the  contract  had  been  sublet.  Thereafter  Mrs.  J ohnston 
and  her  husband  each  brought  an  action  in  the  Supreme  Court 
against  the  bridge  company,  she  to  recover  damages  for  the 
injuries  which  she  had  sustained  by  the  fall,  and  the  husband  for 
his  loss  of  her  services  and  the  expenses  incurred  thereby.  These 
actions  finally  resulted  in  judgments  being  entered  against  the 
bridge  company,  that  of  Kate  Johnston  for  $7,887.23,  January 
23,  1902,  and  that  of  her  husband  for  $4,348.40,  May  10,  1902. 
Thereafter  the  judgments  so  recovered  against  the  bridge  company 
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were  paid,  and  on  the  3d  day  of  June,  1902,  it  brought  two  actions 
against  the  plaintiffs  in  this  action  to  recover  the  amount  of  the 
judgments  that  the  company  had  been  obliged  to  pay.  The  first 
action,  which  was  predicated  on  the  Kate  Johnston  judgment, 
resulted  in  a  verdict  in  favor  of  these  plaintiffs.  The  other  action, 
which  was  predicated  upon  the  judgment  of  Bernard  Johnston, 
the  husband,  resulted  in  a  verdict  directed  for  the  bridge  company, 
amounting  then  to  the  sum  of  $5,636.32.  This  judgment  was 
finally  affirmed  in  the  Court  of  Appeals  on  the  25th  day  of  June, 
1906,  and  thereupon  on  the  3d  day  of  July  thereafter  this  action 
was  commenced  by  the  plaintiffs  to  recover  from  the  defendant 
the  stipulated  indemnity  under  its  policy  of  insurance. 

In  the  meantime  and  on  the  7th  day  of  April,  1899,  actions  were 
commenced  by  Kate  Johnston  and  Bernard  Johnston,  her  husband, 
against  the  plaintiffs  in  this  action  for  the  same  cause  of  action  as 
those  which  were  pending  against  the  bridge  company.  After, 
however,  the  judgments  recovered  against  the  bridge  company 
were  paid,  and  after  the  bridge  company  had  brought  its  actions 
against  the  plaintiffs  herein,  the  Johnston  actions  against  the 
plaintiffs  were  discontinued,  without  costs,  on  the  stipulation  of 
Kadal,  the  attorney  for  the  defendant  herein,  who  was  defending 
the  bridge  company  in  the  actions  prosecuted  by  the  Johnstons, 
and  who  also  appeared  for  the  plaintiffs  in  the  action  brought 
against  them  by  the  Johnstons.  The  stipulation,  however,  was 
given  without  the  knowledge  or  consent  of  these  plaintiffs.  It 
further  appeared  that  shortly  after  the  Johnstons  had  brought 
their  actions  against  the  bridge  company,  the  company,  who  also 
held  an  insurance  policy  issued  by  the  defendant,  called  upon  the 
defendant  to  defend  the  actions,  and  that  thereupon  Charles 
C.  Kadal  appeared  for  the  company  and  undertook  the 
defense.  Shortly  thereafter  he  wrote  the  plaintiffs  inform¬ 
ing  them  that  a  suit  had  been  brought  against  the  bridge 
company  to  recover  damages  for  injuries  that  had  been 
received  in  consequence  of  the  default  of  the  servants  of 
these  plaintiffs  and  solicited  their  co-operation  in  the  preparation 
for  trial.  Thereupon  Mr.  Creem,  one  of  the  plaintiffs,  called  upon 
Kadal,  taking  his  policy  with  him  and  exhibiting  the  same  to 
Kadal,  who  then  undertook  to  look  out  for  their  interests  also  in 
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tlie  litigation  and  subsequently  appeared  in  the  actions  by  the 
Johnstons  against  the  plaintiffs.  Upon  the  trial  the  court  sub¬ 
mitted  to  the  jury  but  one  question,  as  follows:  “  Did  Charles  C. 
Uadal  in  or  about  the  month  of  March,  1899,  have  the  conversa¬ 
tion  and  make  the  promises  and  representations  to  the  plaintiff  as 
testified  to  by  Daniel  J.  Creem,  and,  if  so,  did  the  plaintiff  accept 
and  rely  upon  such  promises  and  act  in  accordance  therewith  ? 
You  will  answer  either  ‘  yes  7  or  ‘  no.7  77  The  jury  returned  a  ver¬ 
dict,  answering  the  question  in  the  affirmative,  and  thereupon  the 
court  ordered  judgment  for  the  plaintiffs. 

Ilem'y  IT.  Taft  and  Charles  C.  Nadal  for  defendant,  appellant 
and  respondent. 

Herbert  C.  Smith ,  Frederic  C.  Scofield  and  William  IT.  Gooch 
for  plaintiffs,  respondents  and  appellants. 

The  judgment  should  be  modified  by  increasing  the  same  in  the 
amount  of  $582.94,  with  interest  from  date  of  judgment,  and  as  so 
modified  affirmed,  with  costs  to  the  plaintiffs. 

Cullen,  Ch.  J.,  Vann,  Willard  Bartlett,  Hiscock,  Chase 
and  Collin,  JJ.,  concur. 

Judgment  accordingly. 


Solomon  M.  Rosenthal  et  al.,  Respondents,  v.  American  Bond¬ 
ing  Company  of  Baltimore,  Appellant. 

Insurance  (burglary)  —  construction  of  policy  —  when  insurer  not  liable  unless 
there  are  visible  marks  of  actual  force  and  violence  in  entry  of  premises 
for  commission  of  burglary. 

1.  If  the  parties  to  a  contract  adopt  a  provision  which  contravenes  no  prin¬ 
ciple  of  public  policy  and  contains  no  element  of  ambiguity  the  courts  have 
no  right  to  relieve  one  of  them  from  disadvantageous  terms,  by  a  process 
of  interpretation.  If  a  policy  of  insurance  is  of  doubtful  tenor  the  courts 
should  employ  that  interpretation  which  is  the  more  exacting  against  the 
insurer  who  has  prepared  the  contract.  But  if  the  contract  is  not  of  uncer¬ 
tain  meaning  the  courts  may  not  make  a  new  one  under  the  guise  of  con¬ 
struction. 

2.  A  policy  of  insurance  set  forth,  first,  that  the  indemnity  was  granted  "  For 
direct  loss  by  burglary  of  any  of  the  merchandise  described  in  the  schedule 
*  *  *  occasioned  by  its  felonious  abstraction  from  the  store,  warehouse, 
office,  loft  or  rooms,  *  *  *  occupied  by  the  assured  in  the  manner  set 
forth  in  the  schedule,  by  any  person  or  persons  who  have  made  forcible  and 
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violent  entrance  upon  the  premises,  or  exit  therefrom,  of  which  force  and 
violence  there  shall  be  visible  evidence.”  Another  clause  provides:  “The 
Company  shall  not  be  liable :  ( 1 )  Unless  there  are  visible  marks  upon  the 

premises  of  the  actual  force  and  violence  used  in  making  entry  into  the  said 
premises  or  exit  therefrom.”  This  action  is  brought  to  recover  on  the  pol¬ 
icy.  The  burglary  occurred  while  two  of  plaintiff’s  employees  were  in  their 
place  of  business,  the  outer  door  being  unlocked.  While  they  were  engaged 
in  their  duties  two  persons,  with  pistols  in  their  hands,  entered  by  simply 
opening  the  door  in  an  ordinary  manner,  and  after  assaulting  the  employees 
took  and  carried  away  a  large  amount  of  property.  Held,  that  the  require¬ 
ment  that  the  violence  and  force  employed  in  effecting  a  burglarious  entry 
into  premises  must  produce  “  visible  marks  upon  the  premises  ”  means  that 
the  force  and  violence  in  “  making  entry  ”  must  create  visible  traces  upon 
the  premises  themselves  which  survive  the  act  that  produces  them,  and 
which  being  seen  are  evidence  of  a  burglary.  Hence  this  provision  is  not 
satisfied  under  the  circumstances  of  this  case  and  plaintiff  cannot  recover. 

Rosenthal  v.  American  Bonding  Co.,  143  App.  Div.  362,  reversed. 

(Argued  December  3,  1912;  decided  December  31,  1912.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the  Su¬ 
preme  Court  in  the  first  judicial  department,  entered  March  27, 
1911,  affirming  a  judgment  in  favor  of  plaintiffs  entered  upon  a 
verdict  directed  by  the  court. 

J ohn  Ewen  for  appellant. 

Ernest  Hall  for  respondents. 

Vann,  Willard  Bartlett,  Chase  and  Collin,  JJ.,  concur; 
Cullen,  Ch.  J.,  and  Haigiit,  J.,  dissent. 

Judgment  reversed,  etc. 


Virginia  O’Brien,  Appellant,  v.  Union  Central  Life  Insur¬ 
ance  Company,  Respondent. 

Insurance  (life)  —  forfeiture  of  policy  for  failure  of  insured  to  pay  notes 
given  for  premium  —  if  statutory  notice  to  pay  premium  has  been  given 
before  premium  becomes  due,  no  notice  need  be  given  as  to  notes  given 
for  such  premium. 

1.  Notice  is  not  required  under  the  statute  (Ins.  Law,  §  92;  Cons.  Laws,  ch. 
28)  prior  to  notes  becoming  due  which  are  given  for  a  premium  when  the 
statutory  notice  has  been  given  as  required  thereby  prior  to  the  premium 
becoming  due.  ( Comvay  v.  Plicenix  M.  L.  Ins.  Co.,  140  N.  Y.  79,  followed: 
Strauss  v.  Union  Central  Life  Ins.  Co.,  170  N.  Y.  349,  explained.) 

2.  It  cannot  be  said  that  a  case  is  not  authority  on  one  point,  because,  al¬ 
though  that  point  was  properly  presented  and  decided  in  the  regular  course 
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of  the  consideration  of  the  cause,  some  other  point  was  also  considered  and 
decided  which  was  alone  sufficient  to  dispose  of  the  whole  issue. 

O'Brien  v.  Union  Central  Life  Ins.  Co.,  140  App.  Div.  362,  affirmed. 

(Argued  December  2,  1912;  decided  December  31,  1912.) 

Appeal  from  an  order  of  the  Appellate  Division  of  the  Supreme 
Court  in  the  first  judicial  department,  entered  Xovember  15,  1910, 
sustaining  defendants  exceptions,  ordered  to  be  heard  in  the  first 
instance  by  the  Appellate  Division  after  the  direction  of  a  verdict 
in  favor  of  plaintiff  and  granting  a  motion  for  a  new  trial. 

J ohn  E.  Boeser  for  appellant. 

John  A.  Blair  for  respondent. 

Cullen,  Ch.  J.,  Haight,  Vann,  Willard  Bartlett  and  His- 
cock,  JJ.,  concur;  Collin,  J.,  absent. 

Order  affirmed,  etc. 


Minnie  Flynn,  Respondent,  v.  The  Prudential  Insurance 

Company  of  America,  xippellant. 

Insurance  (life)  —  restriction  on  insurance  on  life  of  a  child  —  Insurance 
Law,  section  55,  construed. 

The  provision  of  the  Insurance  Law  (Cons.  Laws,  ch.  28,  §  55)  fixing  the 
amount  of  insurance  which  may  be  taken  on  the  life  of  a  child  by  a  person 
liable  for  its  support  does  not  alone  restrict  the  amount  of  insurance  by  a 
single  policy,  but  limits  the  total  amount  of  such  insurance. 

Flynn  v.  Prudential  his.  Co.,  145  App.  Div.  704,  reversed. 

(Submitted  January  15,  1913;  decided  February  4,  1913.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the  Su¬ 
preme  Court  in  the  third  judicial  department,  entered  July  31, 
1911,  in  favor  of  plaintiff  upon  the  submission  of  a  controversy 
under  section  1279  of  the  Code  of  Civil  Procedure. 

H.  C.  Mandeville  for  appellant. 

Alexander  C.  Eustace  for  respondent. 

Werner,  Willard  Bartlett,  IIiscock,  Collin  and  Hogan, 
JJ.,  concur  with  Cullen,  Ch.  J.,  and  Chase,  J.,  concurs  in 
memorandum. 

Judgment  reversed,  etc. 
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Clara  M.  Hellis,  Respondent,  v.  The  Western  Life  Indemnity 

Company,  Appellant. 

Insurance  (life)  —  fraud  —  rights  of  policyholder  under  policy  which  is 
deceptive  and  misleading  in  terms  —  when  such  a  policy  will  be  construed 
in  favor  of  insured,  and  understanding  of  insured,  at  time  policy  was  taken, 
be  sustained  —  when  action  in  equity  not  necessary. 

1.  Where  it  is  necessary  for  a  plaintiff  before  he  can  recover  to  establish  fraud 
aliunde  a  contract,  an  action  in  equity  to  reform  the  contract  is  necessary; 
but  when  it  appears  upon  the  face  of  the  contract  that  by  artifice  and  de¬ 
ception  a  contracting  party  has  been  mislead,  the  courts  can,  if  necessary,  in 
an  action  at  law  on  the  contract,  disregard  the  part  constituting  the  decep 
tion  and  fraud  and  give  effect  to  the  remainder. 

2.  W’hen  a  person  accepts  insurance  upon  terms  so  written  in  the  policy  by 
the  insurer,  either  intentionally  or  otherwise,  as  to  be  calculated  to  deceive, 
and  in  such  ambiguous  language  that  it  is  possible  to  construe  them  in  more 
than  one  way,  a  construction  in  favor  of  the  understanding  of  the  insured, 
which  understanding  is  known  to  the  insurer  at  the  time  the  policy  was 
taken,  should  be  sustained. 

3.  Plaintiff’s  decedent  took  out  the  policy  of  insurance  now  in  suit,  the  obli¬ 

gations  of  which  were  afterward  assumed  by  defendant,  which  on  its  face 
states  that  the  company  by  which  it  is  issued  “  Does  hereby  promise  to  pay, 
subject  to  the  terms  hereof,  *  *  *  three  thousand  dollars  to  ”  the  bene¬ 

ficiary  named  therein.  On  the  third  page  of  the  policy  there  was  a  blank 
form  of  application  for  insurance  and  included  in  such  application  are 
certain  warranties  and  also  an  agreement  in  eighteen  subdivisions  in  contin¬ 
uous  lines  and  in  very  fine  print,  the  fifteenth  of  which  subdivisions  is  as  fol¬ 
lows:  “  15.  That  in  consideration  of  the  terms  and  conditions  upon  which 
the  policy  hereby  applied  for  is  sold,  I  agree  to  pay  an  advance  cash  pre¬ 
mium  in  amount  and  at  times  stated  in  the  policy  hereby  applied  for,  and 
I  further  agree  that  the  Society  shall  charge  the  said  policy  with  the  net 
single  premium  as  determined  by  the  Actuaries’  or  Combined  Experience 
Table  of  Mortality,  and  interest  at  four  per  cent;  such  table  for  each  dollar 
of  insurance  being  endorsed  hereon ;  said  single  premium  to  bear  interest  at 
the  rate  of  four  per  centum  per  annum,  and  a  lien  is  hereby  created  in  favor 
of  said  Society,  for  the  amount  of  said  single  premium  and  interest;  said 
lien  shall  be  accounted  as  due  and  owing  the  Society,  and  the  Society  shall 
collect  the  same  by  deducting  it  from  the  amount  payable  under  said  policy 
at  its  maturity,  or  at  the  maturity  of  any  benefits  provided  therein.”  It  is 
claimed  by  the  defendant  that  by  virtue  and  as  the  result  of  this  clause  the 
beneficiary  is  only  entitled  to  recover  the  sum  of  $451.14  on  the  policy.  One 
of  the  findings  by  the  trial  court  is  “  That  the  said  policy  upon  its  face  was 
designed  to  mislead  the  insured  and  to  give  him  to  understand  that  upon  his 
death  three  thousand  dollars  at  least  would  be  paid  to  the  beneficiary,  and 
it  had  the  effect  designated,  so  that  the  insured  did  believe  that  the  sum 
of  at  least  three  thousand  dollars  would  be  paid  to  the  beneficiary  upon  his 
death.”  IJeld,  that  defendant  is  indebted  to  the  plaintiff  in  the  sum  of 
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three  thousand  dollars  and  interest  from  the  time  when  the  same  became 
due. 

Nellis  v.  Western  Life  Indemnity  Co.,  145  App.  Div.  908,  affirmed. 

(Argued  January  10,  1913;  decided  February  11,  1913.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the  Su¬ 
preme  Court  in  the  fourth  judicial  department,  entered  June  5, 
1911,  affirming  a  judgment  in  favor  of  plaintiff  entered  upon  a 
decision  of  the  court  at  a  Trial  Term  without  a  jury. 

Charles  D.  Thomas  for  appellant. 

Charles  E.  Snyder  for  respondent. 

The  judgment  should  be  affirmed,  with  costs. 

Cullen,  Ch.  J.,  Werner,  Willard  Bartlett,  Hiscock, 
Collin  and  Hogan,  JJ.,  concur. 

Judgment  affirmed. 


International  Ferry  Company,  Respondent,  v.  American 

Fidelity  Company,  Appellant, 

Insurance  (marine  liability)  —  trial  —  when  question,  whether  there  is  any 
evidence  to  support  a  verdict  directed  by  the  court  is  a  question  of  law 
reviewable  by  the  Court  of  Appeals  —  parol  agreement  by  an  insurance 
company  to  effect  a  stipulated  insurance,  binding  on  company  —  when  in¬ 
sured  not  bound  by  acceptance  of  policy  which  does  not  conform  to  oral 
agreement. 

1.  Where  at  the  close  of  the  evidence  the  parties  concede  that  it  presents  no 
question  of  fact  for  the  jury,  the  question  whether  there  was  any  evidence  to 
support  a  verdict  in  plaintiff’s  favor,  directed  by  the  trial  court  and  unani¬ 
mously  affirmed  by  the  Appellate  Division,  is  a  question  of  law  reviewable 
in  this  court. 

2.  A  parol  agreement  by  an  insurance  company  to  effect  a  stipulated  insur¬ 
ance  by  the  issue  of  a  valid  policy  is  binding  upon  it.  The  acceptance  of  a 
policy,  without  negligence  on  the  part  of  the  insured,  does  not  make  it  the 
true  and  conclusive  evidence  of  the  contract,  and  when,  by  inadvertence  or 
mutual  mistake,  or  the  mistake  of  one  party  and  fraud  of  the  other  it  fails 
to  conform  to  the  actual  agreement,  a  court  will  correct  it. 

3.  Where  an  insurance  company  issued  a  policy  which  it  represented  con¬ 
formed  to  a  prior  oral  agreement  to  insure,  but  which  failed  to  do  so,  the 
insured  cannot  recover  the  premium  paid  thereon  since  he  has  the  right  to 
enforce  the  terms  of  the  original  contract. 

International  Ferry  Co.  v.  American  Fidelity  Co.,  145  App.  Div.  906,  reversed. 
(Argued  December  12,  1912;  decided  February  25,  1913.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the  Su¬ 
preme  Court  in  the  fourth  judicial  department,  entered  May 
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27,  1911,  affirming  a  judgment  in  favor  of  plaintiff  entered 
upon  a  verdict  directed  by  the  court. 

Charles  Newton  for  appellant. 

George  P.  Keating  and  William  J.  Donovan  for  respondent. 

The  judgment  should  be  reversed  and  a  new  trial  ordered,  costs 
to  abide  the  event. 

Cullen,  Ch.  J.,  Gray,  Werner,  Willard  Bartlett,  His- 
cock  and  Chase,  JJ.,  concur. 

Judgment  reversed,  etc. 


John  McDowell,  Bespondent,  v.  St.  Paul  Fire  and  Marine 
Insurance  Company,  Appellant,  Impleaded  with  Another. 

Insurance  (fire)  —  mortgagee’s  right  to  recover  on  policy  not  affected  by  fail¬ 
ure  of  owner  to  make  proof  of  loss. 

Where  a  mortgagee  has  an  interest  in  a  policy  of  fire  insurance,  with  the  con¬ 
sent  of  the  company,  irrespective  of  whether  there  is  a  full  mortgagee  clause 
attached  to  the  policy  or  merely  an  indorsement  on  its  face,  his  right  to  re¬ 
cover  is  not  affected  by  the  neglect  or  refusal  of  the  owner  to  make  proof  of 
loss.  ( Heilbrunn  v.  German  Alliance  Ins.  Co.,  140  App.  Div.  557 ;  202  N.  Y. 
610,  followed.) 

McDowell  v.  St.  Paul  F.  &  M.  Ins.  Co.,  145  App.  Div.  724,  affirmed. 

(Argued  January  21,  1913;  decided  March  11,  1913.) 

Appeal  from  an  order  of  the  Appellate  Division  of  the  Su¬ 
preme  Court  in  the  third  judicial  department,  entered  July  19, 
1911,  reversing  a  judgment  in  favor  of  defendant  entered  upon  a 
dismissal  of  the  complaint  by  the  court  at  a  Trial  Term  without 
a  jury. 

William  D.  Murray  for  appellant. 

John  R.  De  Vany  for  respondent. 

The  order  should  be  affirmed,  and  judgment  absolute  ordered 
against  the  appellant  on  the  stipulation,  with  costs  in  all  courts. 

Cullen,  Ch.  J.,  Gray,  Werner,  Hiscock  and  Collin,  JJ., 
concur;  Cuddeback,  J.,  concurs  in  result. 

Order  affirmed,  etc. 
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James  C.  Fargo,  as  President  of  the  American  Express  Com¬ 
pany,  Respondent,  v.  American  Bonding  Company  of  Balti¬ 
more,  Appellant. 

Fargo  v.  American  Bonding  Co.  of  Baltimore,  145  App.  Div.  917,  affirmed. 
(Argued  December  12,  1912;  decided  December  31,  1912.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the  Su¬ 
preme  Court  in  the  first  judicial  department,  entered  June  17, 
1011,  affirming  a  judgment  in  favor  of  plaintiff  entered  upon  a 
decision  of  the  court  at  a  Trial  Term  without  a  jury  in  an  action 
to  recover  upon  a  surety  bond. 

Delavan  A.  Holmes  and  Oliver  C.  Carpenter  for  appellant. 
Edmund  L.  Baylies,  Joseph  W.  Welsh  and  Edwin  D.  Bechtel 
for  respondent. 

J udgment  affirmed,  with  costs ;  no  opinion. 

Concur:  Cullen,  Ch.  J.,  Werner,  Willard  Bartlett,  His- 
cock,  and  Collin,  JJ.  Rot  sitting:  Gray  and  Chase,  JJ. 


Henry  Kozane,  Respondent,  v.  Sun  Insurance  Office, 

Appellant. 

Kozane  v.  Sun  Insurance  Office,  142  App.  Div.  926,  affirmed. 

(Submitted  December  13,  1912;  decided  December  31,  1912.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the  Su¬ 
preme  Court  in  the  fourth  judicial  department,  entered  January 
17,  1911,  affirming  a  judgment  in  favor  of  plaintiff  entered  upon 
a  verdict  in  an  action  upon  a  policy  of  fire  insurance. 

George  H.  Bond  for  appellant. 

Jerome  L.  Cheney  and  Clinton  S.  Carr  for  respondent. 

Judgment  affirmed,  with  costs  ;  no  opinion. 

Concur:  Cullen,  Ch.  J.,  Gray,  Werner,  Willard  Bart¬ 
lett,  Hiscock,  Chase  and  Collin,  JJ. 


Robert  P.  Buchner,  Appellant,  v.  The  Title  Guaranty  and 

Surety  Company,  Respondent. 

Buchner  v.  Title  Guaranty  tC-  Surety  Co.,  144  App.  Div.  326,  affirmed. 
(Argued  December  18,  1912;  decided  December  31,  1912.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the  Su¬ 
preme  Court  in  the  second  judicial  department,  entered  May  4, 
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1911,  affirming  a  judgment  in  favor  of  defendant  entered  upon 
a  dismissal  of  the  complaint  by  the  court  at  a  Trial  Term  in  an 
action  to  recover  upon  a  surety  bond. 

Selden  Bacon  and  Saul  S.  Myers  for  appellant. 

Adrian  T.  Kiernan  for  respondent. 

Judgment  affirmed,  with  costs;  no  opinion. 

Concur:  Cullen-,  Ch.  J.,  Gray,  Werner,  Willard  Bart¬ 
lett,  Hiscock,  Chase  and  Collin,  JJ. 


Simon  IIeilbrunn,  Appellant,  v.  German  Alliance  Insurance 
Company  of  Hew  York,  Respondent. 

(Submitted  December  16,  1912;  decided  December  31,  1912.) 

Motion  to  vacate  order  of  dismissal  and  for  order  placing 
cause  on  calendar.  (See  206  1ST.  Y.  683.) 

Motion  denied,  without  costs. 


Edward  Harris,  Respondent,  v.  The  Home  Insurance  Com¬ 
pany,  Appellant. 

Harris  v.  Home  Ins.  Co.,  142  App.  Div.  920,  affirmed. 

(Submitted  December  19,  1912;  decided  January  14,  1913.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the  Su¬ 
preme  Court  in  the  third  judicial  department,  entered  January 
11,  1911,  affirming  a  judgment  in  favor  of  plaintiff  entered  upon 
a  decision  of  the  court  on  trial  at  Special  Term  in  an  action  to 
recover  upon  a  policy  of  fire  insurance. 

C.  I.  Miller  for  appellant. 

C.  A.  Hitchcock  for  respondent. 

Judgment  affirmed,  with  costs;  no  opinion. 

Concur:  Cullen,  Ch.  J.,  Gray,  Werner,  Hiscock,  Chase 
and  Collin,  JJ.  Rot  sitting:  Willard  Bartlett,  J. 
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Francesco  Eammauro,  Respondent,  v.  Illinois  Surety  Com¬ 
pany,  Appellant. 

Guido  Consentino,  Respondent,  v.  Illinois  Surety  Com¬ 
pany,  Appellant. 

Reported  below,  152  App.  Div.  933,  934. 

(Argued  January  6,  1913;  decided  January  14,  1913.) 

Motions  to  dismiss  the  appeal  in  each  of  the  above-entitled 
actions  from  a  judgment  of  the  Appellate  Division  of  the  Su¬ 
preme  Court  in  the  second  judicial  department,  entered  October 
4,  1912,  affirming  a  judgment  in  favor  of  plaintiff  entered  upon 
a  verdict  directed  by  the  court  in  an  action  to  recover  upon  a 
surety  bond. 

The  motions  were  made  upon  the  ground  that  the  cases  were 
not  appealable  to  the  Court  of  Appeals. 

Achille  J.  Oishei  for  motion. 

Nelson  L.  Reach  opposed. 

Motions  denied  in  each  case,  with  ten  dollars  costs  in  one  case. 
The  provisions  of  section  191  of  the  Code  of  Civil  Procedure  ap¬ 
ply  only  to  bonds  or  undertakings  on  appeal. 


Max  Wiener,  Respondent,  v.  Home  Title  Insurance  Com¬ 
pany  of  Hew  York,  Appellant. 

Reported  below,  153  App.  Div.  895. 

(Submitted  January  6,  1913;  decided  January  14,  1913.) 

Motion  to  dismiss  an  appeal  from  a  judgment  of  the  Appellate 
Division  of  the  Supreme  Court  in  the  first  judicial  department, 
entered  November  8,  1912,  affirming  a  judgment  in  favor  of 
plaintiff  entered  upon  a  verdict  in  an  action  to  recover  damages 
alleged  to  have  been  occasioned  plaintiff’s  assignor  by  the  fraud 
of  the  defendant. 

The  motion  was  made  upon  the  ground  that  the  affirmance  by 
the  Appellate  Division  was  unanimous,  that  the  exceptions  were 
frivolous  and  the  appeal  taken  for  purposes  of  delay  only. 

John  Bogart  and  I.  Weckstein  for  motion. 

Charles  W.  Atwater  and  Ilenry  J.  Davenport  opposed. 

Motion  denied,  with  ten  dollars  costs. 
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Helen  M.  Pancoast,  Respondent,  v.  The  Travelers  Insur¬ 
ance  Company,  Appellant. 

Pancoast  v.  Travelers  Ins.  Co.,  146  App.  Div.  885,  affirmed. 

(Argued  January  14,  1913;  decided  January  28,  1913.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the  Su¬ 
preme  Court  in  the  fourth  judicial  department,  entered  August 
7,  1911,  affirming  a  judgment  in  favor  of  plaintiff  entered  upon 
a  decision  of  the  court  at  a  Trial  Term  without  a  jury  in  an  ac¬ 
tion  to  recover  upon  policies  of  accident  insurance. 

Clinton  B.  Gibbs  for  appellant. 

George  A.  Larkin  for  respondent. 

Judgment  affirmed,  with  costs;  no  opinion. 

Concur:  Cullen,  Ch.  J.,  Werner,  Willard  Bartlett,  His- 
cock,  Chase,  Collin  and  Hogan,  JJ. 


Simon  Heilbrunn,  Appellant,  v.  German  Alliance  Insur¬ 
ance  Company  of  Hew  York,  Respondent. 

(Submitted  January  20,  1913;  decided  January  28,  1913.) 

Motion  to  amend  remittitur  denied,  without  costs.  (See  206 
H.  Y.  683.) 


S.  Shopiro  Company,  Respondent,  v.  Maryland  Casualty 

Company,  Appellant. 

8.  Shopiro  Company  v.  Maryland  Casualty  Co.,  145  App.  Div.  905,  affirmed. 

(Argued  January  15,  1913;  decided  February  4,  1913.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the  Su¬ 
preme  Court  in  the  fourth  judicial  department,  entered  June 
9,  1910,  affirming  a  judgment  in  favor  of  plaintiff  entered  upon 
a  verdict  directed  hv  the  court  in  an  action  to  recover  upon  a 
policy  of  insurance  against  loss  or  damage  caused  by  leakage 
from  an  automatic  sprinkler  system. 

Edward  Schoeneck  for  appellant. 

J.  R.  McGowan  and  Benjamin  Stolz  for  respondent. 

J udgment  affirmed  with  costs ;  no  opinion. 

Concur:  Cullen,  Ch.  J.,  Werner,  Willard  Bartlett, 
Chase,  Collin,  and  Hogan,  JJ.  Hot  voting:  Hiscock,  J. 
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Abram  Friedland,  Respondent,  v.  Commonwealth  Fire  In¬ 
surance  Company  of  Ottumwa,  Iowa,  Appellant. 

Friedland  v.  Commonwealth  Fire  Ins.  Co.,  143  App.  Div.  570,  affirmed. 

(Argued  January  16,  1913;  decided  February  4,  1913.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the  Su¬ 
preme  Court  in  the  second  judicial  department,  entered  March  9, 
1911,  affirming  a  judgment  in  favor  of  plaintiff  entered  upon  a 
verdict  in  an  action  to  recover  on  a  policy  of  fire  insurance. 

Edwin  T.  Taliaferro  and  E.  B.  Wilson  for  appellant. 

J.  Solon  Einsohn  for  respondent. 

Judgment  affirmed,  with  costs,  no  opinion. 

Concur:  Cullen,  Ch.  J.,  Werner,  Willard  Bartlett,  IIis- 
cock,  Chase,  Collin  and  Hogan,  JJ. 


John  G.  Wendel,  Appellant,  v.  Royal  Insurance  Company 

et  al.,  Respondents. 

Wendel  v.  Royal  Insurance  Co.f  146  App.  Div.  951,  affirmed. 

(Argued  January  31,  1913;  decided  February  14,  1913.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the  Su¬ 
preme  Court  in  the  first  judicial  department,  entered  November 
21,  1911,  affirming  a  judgment  in  favor  of  defendants  entered 
upon  a  verdict  in  an  action  to  recover  damages  alleged  to  have 
been  caused  plaintiff’s  building  through  loss  of  lateral  support 
resulting  from  excavations  by  defendants  on  adjoining  lands. 

Letois  L.  Delafield ,  Edward  S.  Clinch ;  Burloch  E.  Bdbell  and 
Alfred  Gregory  for  appellant. 

Edwin  D.  Worcester  for  respondents. 

Judgment  affirmed,  with  costs;  no  opinion. 

Concur:  Cullen,  Ch.  J.,  Gray,  Werner,  Chase,  Collin, 
Citddeback  and  Miller,  JJ. 


Insurance  Decisions  by  Court  of  Appears 


153 


Security  Life  Insurance  Company  of  America,  Appellant,  v. 

Sisters  of  Mercy  of  the  Buffalo  Diocese,  Despondent. 

Security  Life  Ins.  Co.  of  America  v.  Sisters  of  Mercy  of  the  Buffalo  Diocese, 
146  App.  Div.  884,  affirmed. 

(Argued  February  3,  1913;  decided  February  25,  1913.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the  Su¬ 
preme  Court  in  the  fourth  judicial  department,  entered  July  18, 
1911,  affirming  a  judgment  in  favor  of  defendant  entered  upon  a 
dismissal  of  the  complaint  by  the  court  at  a  Trial  Term  without  a 
jury  in  an  action  to  recover  upon  certain  hills  of  exchange.  Also 
appeal  from  an  order  of  the  said  Appellate  Division,  entered 
July  14,  1911,  which  affirmed  an  order  of  Special  Term  correct¬ 
ing  the  action  of  the  trial  judge  upon  plaintiff’s  requests  to  find. 

Frank  C.  Ferguson  for  appellant. 

Thomas  C.  Burke  for  respondent. 

Judgment  affirmed,  with  costs;  appeal  from  order  dismissed, 
without  costs ;  no  opinion. 

Concur:  Cullen,  Ch.  J.,  Willard  Bartlett,  Hiscock, 
Cuddeback,  Hogan  and  Miller,  JJ.  Absent:  Gray,  J. 


Lake  View  Brewing  Company,  Appellant,  v.  The  Commerce 
Insurance  Company  of  Albany,  Despondent. 

Lake  View  Brewing  Co.  v.  Commerce  Ins.  Co.,  143  App.  Div.  665,  affirmed. 

(Argued  February  13,  1913;  decided  March  4,  1913.) 

Appeal  from  an  order  of  the  Appellate  Division  of  the  Su¬ 
preme  Court  in  the  fourth  judicial  department,  entered  March 
8,  1911,  reversing  a  judgment  in  favor  of  plaintiff  entered  upon 
a  decision  of  the  court  on  trial  at  an  Equity  Term  in  an  action  to 
reform  a  policy  of  fire  insurance. 

Francis  E.  Bagot  for  appellant. 

Vernon  Cole  for  respondent. 

Order  affirmed  and  judgment  absolute  ordered  against  appel¬ 
lant  on  the  stipulation,  with  costs  in  all  courts ;  no  opinion. 

Concur:  Cullen,  Ch.  J.,  Gray,  Willard  Bartlett,  Chase, 
Cuddeback  and  Hogan,  JJ.  Dot  voting:  Miller,  J. 
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Antonette  Stewart,  Appellant,  v.  Home  Life  Insurance 

Company,  Respondent. 

Stewart  v.  Home  Life  Ins.  Co.,  146  App.  Div.  709,  appeal  dismissed. 

(Argued  March  10,  1913;  decided  March  25,  1913.) 

Appeal  from  an  order  of  the  Appellate  Division  of  the  Su¬ 
preme  Court  in  the  first  judicial  department,  entered  November 
3,  1911,  reversing  a  judgment  in  favor  of  plaintiff  entered  upon 
a  verdict  and  granting  a  new  trial  in  an  action  to  recover  upon  a 
policy  of  life  insurance. 

Frank  E.  Carstarphen  and  Joseph  A.  Burdeau  for  appellant. 

Bernard  Hershkopf  and  Howard  Van  Sinderen  for  respondent. 

Appeal  dismissed,  with  costs,  on  the  ground  that  the  order  of 
the  Appellate  Division  is  silent  as  to  the  grounds  of  reversal;  no 
opinion. 

Concur:  Cullen,  Ch.  J.,  Gray,  Werner,  Hiscock,  Collin 
and  Cudoeback,  JJ.  Hot  sitting:  Miller,  J. 


Anna  Brown,  Respondent,  v.  Supreme  Tribe  of  Ben  Hur, 

Appellant. 

Brown  v.  Supreme  Tribe  of  Ben  Hur,  147  App.  Div.  918,  affirmed. 

(Argued  March  11,  1913;  decided  March  25,  1913.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the  Su¬ 
preme  Court  in  the  fourth  judicial  department,  entered  Hovem- 
ber  24,  1911,  affirming  a  judgment  in  favor  of  plaintiff  entered 
upon  a  verdict  in  an  action  to  recover  upon  a  certificate  of  life 
insurance. 

Jjayton  H.  Vogel  and  Clinton  B.  Gibbs,  for  appellant. 

Andrew  P.  Ronan  for  respondent. 

Judgment  affirmed  with  costs,  no  opinion. 

Concur:  Cullen,  Ch.  J.,  Gray,  Werner,  Collin,  Cuddeback 
and  Miller,  JJ.  Absent:  Hiscock,  J. 
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Subueban  Land  Impeovement  Company,  Despondent,  v.  The 

Bankebs’  Sueety  Company,  Appellant,  Impleaded  with 

Others. 

Suburban  Land  Imp.  Co.  v.  Bankers’  Surety  Co.,  154  App.  Div.  938,  appeal 
dismissed. 

(Submitted  March  17,  1913;  decided  March  25,  1913.) 

Motion  to  dismiss  an  appeal  from  a  judgment  of  the  Appel¬ 
late  Division  of  the  Supreme  Court  in  the  first  judicial  depart¬ 
ment,  entered  January  31,  1913,  affirming  a  judgment  in  favor 
of  plaintiff  entered  upon  a  decision  of  the  court  at  a  Trial  Term, 
without  a  jury,  in  an  action  to  recover  on  a  surety  bond. 

The  motion  was  made  upon  the  grounds  that  the  findings  of 
fact  had  been  unanimously  affirmed  by  the  Appellate  Division, 
that  no  questions  of  law  were  involved,  and  that  the  appeal  had 
been  taken  for  purposes  of  delay  only. 

George  S.  Daniels  for  motion. 

Edward  J.  Dowling  opposed. 

Motion  granted  and  appeal  dismissed,  with  costs  and  ten  dol¬ 
lars  costs  of  motion. 


James  Foley,  Respondent,  v.  jSTew  Yoek  Mutual  Benevolent 

Society,  Appellant. 

Foley  v.  N.  Y.  Mutual  Benevolent  Society,  141  App.  Div.  180,  affirmed. 

(Argued  March  13,  1913;  decided  April  1,  1913.) 

Appeal  from  a  judgment  of  the  Appellate  Division  of  the  Su¬ 
preme  Court  in  the  first  judicial  department,  entered  December 
7,  1910,  affirming  a  judgment  in  favor  of  plaintiff  entered  upon 
a  decision  of  the  court  at  a  Trial  Term,  without  a  jury,  in  an  ac¬ 
tion  to  recover  an  amount  alleged  to  be  due  plaintiff  as  a  benefit 
under  the  constitution  and  by-laws  of  defendant. 

Florence  J.  Sullivan  for  appellant. 

A.  L.  Pincoffs  for  respondent. 

Judgment  affirmed  with  costs,  on  opinion  of  Claeke,  J.,  below. 

Concur:  Cullen,  Ch.  J.,  Gbay,  Weenee,  Hiscock,  Collin, 
Cuddebacic  and  Millee,  JJ. 
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Antonette  Stewart,  Appellant,  v.  Home  Life  Insurance 

Company,  Respondent. 

(Submitted  April  14,  1913;  decided  April  22,  1913.) 

Motion  for  re-argument  denied,  with  ten  dollars  costs.  (See 
208  Y.  Y.  — .) 


The  People  of  the  State  of  New  York  ex  rel.  Edward  M. 
Graves,  Appellant,  v.  William  Sohmer,  as  Comptroller  of 
the  State  of  Yew  York,  Respondent. 

(Submitted  April  14,  1913;  decided  April  22,  1913.) 

Motion  for  re-argument  denied,  with  ten  dollars  costs.  (See 
207  Y.  Y.  450.) 


Colwell  Lead  Company,  Respondent,  v.  Home  Title  Insur¬ 
ance  Company  of  Yew  York,  Appellant. 

Colwell  Lead  Co.  v.  Home  Title  Ins.  Co.,  154  App.  Div.  83,  affirmed. 

(Argued  April  15,  1913;  decided  April  29,  1913.) 

Appeal,  by  permission,  from  an  order  of  the  Appellate  Division 
of  the  Supreme  Court  in  the  first  judicial  department,  entered 
December  6,  1912,  which  affirmed  an  interlocutory  judgment  of 
Special  Term  sustaining  a  demurrer  to  the  answer  in  an  action 
for  conversion. 

The  following  question  was  certified :  “Is  the  second  separate 
defense  in  the  defendant’s  amended  answer,  verified  January  19, 
1912,  sufficient  in  law  upon  the  face  thereof?  ” 

Harry  Percy  David  for  appellant. 

Cuthbert  W.  Jewell  and  R.  B.  Honeyman  for  respondent. 

Order  affirmed  with  costs ;  and  question  certified  answered  in 
the  negative ;  no  opinion. 

Concur:  Cullen,  Ch.  J.,  Gray,  Werner,  Hiscock,  Collin 
and  Cuddeback,  JJ.  Yot  sitting:  Miller,  J. 
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Rathbone,  Sard  and  Company,  Respondent,  v.  Pacific  Coast 

Casualty  Company,  Appellant. 

Rathbone,  Sard  &  Co.  v.  Pacific  Coast  Casualty  Co.,  —  App.  Div.  — ,  appeal 
dismissed. 

(Submitted  April  28,  1913;  decided  May  6,  1913.) 

Motion  to  dismiss  an  appeal  from  a  judgment  of  the  Appel¬ 
late  Division  of  the  Supreme  Court  in  the  third  judicial  depart¬ 
ment,  entered  January  15,  1913,  affirming  a  judgment  in  favor 
of  plaintiff  entered  upon  a  decision  of  the  court  at  a  Trial  Term 
without  a  jury  in  an  action  to  recover  upon  a  policy  of  casualty 
insurance. 

The  motion  was  made  upon  the  grounds  that  the  affirmance  by 
the  Appellate  Division  was  unanimous  and  that  the  exceptions 
were  frivolous. 

Townsend  K.  W ellington  for  motion. 

Joseph  N.  Tuttle  and  Jeremiah  J.  Coughlan  opposed. 

Motion  granted  and  appeal  dismissed,  with  costs,  and  ten  dol¬ 
lars  costs  of  motion. 


. 
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ATTORNEY-GENERAL’S  OPINIONS 


STATE  OF  NEW  YORK 

Attorney-General’s  Office 
Albany 

Insurance  Law — Section  65  —  Rebates  and  Discriminations  Overriding 
Commissions  —  jNew  York  State  Bankers’  Association. 

Commissions  paid  by  the  Fidelity  and  Casualty  Company  of  New  York 
City  to  the  New  York  State  Bankers’  Association  on  insurance  placed  by 
its  members  with  the  company  amount  to  rebates  and  discriminations  as 
defined  in  the  Insurance  law,  although  the  funds  paid  over  are  used  for 
association  purposes. 

Statement 

The  Fidelity  and  Casualty  Company  of  New  York  City  is  pay¬ 
ing  commissions  to  the  New  York  State  Bankers’  Association,  an 
unincorporated  association,  upon  bankers’  burglary  insurance  and 
fidelity  bonds  written  by  that  company  for  members  of  that  assoj 
ciation.  It  appears  that  the  practice  is  for  the  secretary  of  the 
association,  one  William  J.  Henry,  to  notify  the  company  of  the 
fact  when  the  insurance  of  any  bank,  a  member  of  the  association, 
in  some  other  company  is  about  to  expire.  Mr.  Henry  also  take3 
up  with  the  bank  the  question  of  placing  the  insurance  so  expir¬ 
ing  with  the  Fidelity  and  Casualty  Company,  whose  agent  writes 
the  insurance  if  it  is  ultimately  placed  with  that  company. 

An  overriding  commission  upon  business  so  placed  is  paid  to 
the  Bankers’  Association.  Commissions  so  paid  to  the  associa¬ 
tion  form  part  of  its  “  protective  fund,”  which  is  used  in  the  ap¬ 
prehension  and  prosecution  of  bank  burglars,  etc.,  and  is,  there¬ 
fore,  of  at  least  indirect  benefit  to  the  members  of  the  association. 

Inquiry 

The  Superintendent  of  Insurance  desires  an  opinion  as  to 
whether  or  not  the  payment  of  such  commissions  is  in  violation 
of  law. 
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Opinion 

There  is  one  section  of  the  Insurance  Law  which  has  applica¬ 
tion  to  the  question  submitted  which  it  is  necessary  to  construe 
in  order  to  reach  a  proper  solution  of  the  inquiry.  Section  65  of 
the  Insurance  Law,  as  amended  in  1912,  is  entitled  “  Bebating 
and  discriminations  prohibited.”  This  much  thereof  may  to  good 
purpose  be  quoted  here  : 

“  No  insurance  corporation  *  *  *  shall  make  any  contract  *  *  * 

against  liability,  casualty,  accident  or  hazard  other  than  as  plainly  ex¬ 
pressed  in  the  policy  issued  or  to  be  issued  thereon ;  nor  shall  any  such 
corporation  *  *  *  directly  or  indirectly  in  any  manner  whatsoever 
pay  or  allow  or  offer  to  pay  or  allow  as  inducement  of  such  insurance  or 
after  the  insurance  shall  have  been  affected  any  rebate  from  the  premium 
which  is  specified  in  the  policy,  or  any  special  favor  or  advantage  in  the 
dividends  or  other  benefits  to  accrue  thereon,  or  any  valuable  consider¬ 
ation  or  inducement  whatever  not  specified  in  the  policy  or  contract  of 
insurance  *  * 

I  think  that  the  acts  outlined  in  the  inquiry  are  clearly  a  viola¬ 
tion  of  this  section.  It  prohibits  any  rebate  or  any  special 
favor  or  advantage  in  the  dividends,  or  any  valuable  con¬ 
sideration  or  inducement  not  specified  in  the  policy.  I  assume 
that  the  overriding  commission  given  to  the  Bankers’  Association 
is  not  mentioned  in  the  policy  and  it  is  clear  to  me  that  this 
commission  paid  to  the  association  is  clearly  a  valuable  “  con¬ 
sideration  or  inducement  ”  for  the  placing  of  the  insurance  with 
the  Fidelity  and  Casualty  Company.  It  is  true  that  the  mem¬ 
bers  of  this  unincorporated  association  will  benefit  from  the  funds 
paid  over  to  its  treasury  somewhat  indirectly,  but  certainly  there 
can  be  no  question  but  that  protection  from  burglary  is  a  valuable 
consideration.  On  the  question  of  rebates  and  commission,  there 
seems  to  be  very  little  judicial  interpretation  in  New  York,  but 
there  are  two  Michigan  cases  which  are  illustrative.  One  is  the 
Citizens  Life  Insurance  Company  v.  The  Commissioner  of  In¬ 
surance,  128  Mich.  85,  87  N.  W.  126,  and  State  Life  Insurance 
Company  v.  Strong,  127  Mich.  346  and  86  N.  W.  825.  In  the 
first  case  the  insurance  company  appointed  a  board  of  reference 
consisting  of  an  indefinite  number  of  persons  who,  in  considera¬ 
tion  of  appointment  upon  the  board  became  members  and  policy¬ 
holders  with  the  alleged  duty  to  give  such  information  as  they 
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might  possess,  the  plans,  methods  and  management  of  the  com¬ 
pany,  in  return  for  which  they  were  entitled  to  receive  percentage 
of  a  fund  set  apart  from  the  premiums  for  that  purpose.  The 
court  condemned  the  scheme. 

In  the  case  presented  here,  I  think  there  is  an  even  bolder  vio¬ 
lation  of  a  statute  in  general  respects  similar  to  the  one  construed 
by  the  Michigan  court.  Here  there  is  no  pretence  that  the  asso¬ 
ciation  serves  the  company  other  than  by  giving  business  to  them, 
while  in  the  Michigan  case  there  was  some  concealment  to  the 
ultimate  purpose  in  pretended  duties  as  quasi  officers  of  the  in¬ 
surance  corporation.  In  the  earlier  Michigan  case,  the  same 
judge  writing  the  opinion,  a  contract  was  held  illegal  which  pro* 
vided  that  the  insured  was  to  he  a  member  of  an  advisory  board 
and  to  receive  advantages  over  other  persons  not  belonging  to  such 
board. 

1  am  therefore  of  the  opinion  that  the  contract  described  in  the 
statement  is  a  violation  of  section  65  of  the  Insurance  Law. 

Dated  December  12,  1912. 

Thomas  Carmody, 

Attorney-General. 

To  Hon.  William  T.  Emmet, 

State  Superintendent  of  Insurance , 

Albany,  1ST.  Y. 


STATE  OF  YEW  YORK 
Attorney-General’s  Office 
Albany 

Insurance  Law  —  Investments  by  Insurance  Companies  —  Canadian 
Southern  Railway  Bonds  Guaranteed  by  the  Michigan  Central  Rail¬ 
road  Company. 

Insurance  companies  may  invest  their  assets  other  than  their  capital  to 
the  extent  of  the  minimum  required  by  law  and  the  deposits  they  are  re¬ 
quired  to  make  with  the  Superintendent  of  Insurance,  in  bonds  of  the  Can¬ 
adian  Southern  Railway  Company,  guaranteed  by  the  Michigan  Central 
Railroad  Company. 

Inquiry 

Are  the  consolidated  guaranteed  fifty-year,  five  per  cent  gold 
bonds  of  the  Canada  Southern  Railway  Company,  secured  by  a 
first  and  refunding  mortgage  on  its  railway,  and  guaranteed  un- 
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conditionally  principal  and  interest  by  the  Michigan  Central  Rail¬ 
road  Company,  proper  securities  for  the  investment  of  the  funds 
of  insurance  companies? 

Opinion 

Section  13  of  the  Insurance  Law  as  at  present  in  force,  pro¬ 
vides  for  deposits  to  be  made  with  the  Superintendent  of  Insur¬ 
ance,  which  deposits  must  be  in  the  stock  or  bonds  of  the  United 
States  or  of  this  tate,  or  in  the  bonds  of  a  county  or  incorporated 
city  of  this  State,  or  in  bonds  and  mortgages  on  improved  unen¬ 
cumbered  real  property  in  this  State.  These  are  the  only  classes 
of  securities  in  which  investment  is  permitted  to  be  made  of  the 
funds  of  insurance  companies  for  the  purpose  of  deposit  with  the 
Superintendent  of  Insurance  and  these  various  classes  of  securi¬ 
ties  are  further  limited  by  additional  provisions  of  the  section 
referred  to. 

Section  16  of  the  Insurance  Law  in  its  present  form  provides 
that  the  cash  capital  of  every  domestic  insurance  corporation  re¬ 
quired  to  have  a  capital  to  the  extent  of  the  minimum  capital 
required  by  law  shall  be  invested  in  securities  of  a  similar 
nature.  It  is  quite  apparent  therefore,  that  inasmuch  as  the 
securities  under  consideration  do  not  come  within  either  of  the 
classifications  specified,  they  are  not  proper  investments  either  to 
deposit  with  the  Superintendent  of  Insurance  or  to  constitute  the 
capital  stock  of  an  insurance  company  to  the  minimum  amount 
required  by  law. 

This  section  further  provides : 

“  The  residue  of  the  capital  and  the  surplus  money  and  funds  of  every 
domestic  insurance  corporation  over  and  above  its  capital  and  the  deposit 
that  it  may  be  required  to  make  with  the  Superintendent,  may  be  invested, 
among  other  things,  except  as  otherwise  prohibited  in  the  Insurance  Law, 
in  the  stock,  bonds  or  other  evidence  of  indebtedness  of  any  soluble  insti¬ 
tution,  incorporated  under  the  laws  of  the  United  States  or  of  any  State 
thereof.” 

The  securities  in  question  are  guaranteed  by  the  Michigan  Cen¬ 
tral  Railroad  Company,  incorporated  under  the  laws  of  the  State 
of  Michigan,  which  company  therefore,  comes  within  the  pro¬ 
visions  of  the  section.  I  believe  moreover,  that  the  guarantee 
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makes  the  bonds  in  question  “  evidence  of  indebtedness  ”  of  that 
company,  and  that  therefore  they  are  within  the  provisions  of  the 
section  and  are  proper  subjects  for  investment  of  the  funds  of  do¬ 
mestic  insurance  companies  outside  the  funds  of  said  companies, 
required  for  their  capital  stock  to  the  minimum  amount  required 
by  law  and  securities  required  for  deposit  with  the  Superintendent 
of  Insurance. 

I  have  come  to  this  conclusion,  not  without  consideration  of  the 
letter  written  to  Hon.  Henry  D.  Appleton,  Acting  Superintendent 
of  Insurance,  by  former  Attorney-General  O’Malley,  bearing  date 
January  14,  1909,  in  which  he  stated  that  certain  bonds  of  the 
Canada  Southern  Railway  Company  were  not  a  proper  invest¬ 
ment  for  insurance  companies. 

It  will  be  noted  that  the  subject  primarily  under  consideration 
in  that  letter  was  the  applicability  of  section  27  which  refers  to 
the  investment  of  foreign  insurance  companies  doing  business  in 
this  country,  and  this  section  expressly  limited  such  investment, 
as  stated  in  the  letter,  to  “  money  loaned  on  real  estate  in  this 
State  or  in  any  State  of  the  United  States.”  This  limitation  is 
not  contained  in  the  sections  here  under  consideration  and  al¬ 
though  the  Attorney-General  further  stated  that  he  considered 
such  investments  not  proper  for  domestic  insurance  companies,  it 
appears  that  the  writer  of  the  communication  had  under  consid¬ 
eration  merely  bonds  of  the  Canadian  Southern  Railway  Com¬ 
pany  as  such,  and  that  the  securities  then  considered,  either  were 
not  guaranteed  by  a  domestic  corporation  or  the  fact  of  such 
guarantee  was  not  called  to  the  attention  of  the  Attorney-General. 

The  propriety  of  the  investment  which  is  upheld  in  this  opinion 
is  based  in  no  degree  upon  the  fact  that  they  are  bonds  secured 
upon  the  real  estate  of  a  foreign  railroad  corporation,  but  rests 
solely  upon  the  contention  that  such  bonds  constitute  a  portion  of 
the  indebtedness  of  a  domestic  corporation. 

This  opinion  is  of  course,  based  upon  the  assumption  that  the 
property  mortgaged  as  collateral  security  to  said  bonds  is  adequate 
in  value  of  their  protection,  otherwise  any  investment  therein 
by  a  life  insurance  corporation  would  be  in  contravention  of  sec¬ 
tion  100  of  the  Insurance  Law. 
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The  adequacy  of  such  security  is  a  question  of  valuation  for  the 
Superintendent  of  Insurance  and  not  a  question  of  law  for  the 
Attorney-General. 

(Signed)  Thomas  Carmody, 

Attorney-General. 

Dated  December  26,  1912. 

To  Hon.  William  T.  Emmet, 

State  Superintendent  of  Insurance, 

Capitol,  Albany,  FT.  Y. 


STATE  OF  YEW  YORK 
Attorney-General’s  Office 
Albany 

March  26,  1913. 

Hon.  William  Temple  Emmet,  Superintendent  of  Insurance, 
Albany: 

Dear  Sir. —  I  have  received  your  letter  inquiring  with  regard 
to  the  fees  to  he  required  of  partnership  and  corporation  appli¬ 
cants  for  brokers’  certificates  of  authority  under  section  143  of 
the  Insurance  Law. 

It  is  apparently  the  purpose  of  the  statute  to  authorize  only 
such  individuals  to  act  as  brokers  as  shall  have  obtained  permis¬ 
sion  by  being  named  in  a  certificate.  FTo  action  by  partnerships 
or  corporations  is  to  be  permitted  except  through  individuals  so 
authorized,  and  there  is  no  specified  requirement  that  the  fee 
shall  be  paid  by  a  partnership  or  corporation  as  such  in  addition 
to  the  payment  for  the  individuals  specified  in  the  certificate.  In 
general  the  aim  of  the  statute  is  to  deal  with  the  individuals  acting 
as  brokers  and  to  require  the  fees  of  them,  and  in  the  absence  of  a 
specified  requirement  that  fees  shall  be  paid  on  behalf  of  the  part¬ 
nership  or  corporation,  I  see  no  occasion  for  requiring  any  other 
fee  than  that  for  each  person  specified  in  the  certificate.  I  have 
not  overlooked  the  requirement  that  the  application  must  be  signed 
by  the  applicant  and  also  by  each  member  or  officer  of  a  partner¬ 
ship  or  corporation  applicant  who  is  to  be  authorized  to  act. 
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This  does  not  seem  to  require  the  exaction  of  the  additional  fee, 
and  the  whole  subject  seems  to  he  sufficiently  covered  by  the  sen¬ 
tence  in  the  act  which  reads :  “  If  the  applicant  he  a  corporation, 
partnership  or  association,  such  fee  shall  be  paid  for  each  person 
specified  in  the  certificate.” 

Very  truly  yours, 

Thomas  Carmody, 

Attorney-General. 

By  Henry  Seldon  Bacon, 

Second  Deputy. 


STATE  OF  NEW  YORK 
Attorney-General’s  Office 
Albany 

Insurance  Law  —  Sections  16  and  100  —  Railway  Equipment  Notes  — 

Investment  of  Surplus  Funds. 

Railway  equipment  notes  issued  under  conditional  sale  agreements  for 
the  payment  of  which  a  solvent  corporation  of  the  United  States,  or  a  State 
thereof,  is  liable  when  properly  issued  and  sufficiently  secured,  are  legal 
investments  under  sections  16  and  100  of  the  Insurance  Law,  for  the  sur¬ 
plus  funds  of  life  insurance  companies. 

Inquiry 

Are  railway  equipment  notes  issued  under  conditional  sale 
agreements  proper  investments  under  the  Insurance  Law,  for  life 
insurance  companies  ? 

Opinion 

The  question  presented  as  to  whether  railway  equipment  notes 
secured  by  collateral  sale  agreements  for  the  repayment  of  which 
the  credit  of  a  solvent  railway  corporation  is  pledged  has  its 
answer,  in  my  opinion,  in  the  direct  provisions  of  the  statute 
itself. 

Sections  16  and  100  of  the  Insurance  Law  are  applicable.  The 
former  provides  that  the  residue  of  the  capital  of  an  insurance 
company,  beyond  the  minimum  capital  required  by  law,  and  the 
surplus  money  and  funds  of  every  domestic  insurance  corporation 
over  and  above  its  capital  and  the  deposit  which  it  is  required  to 
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make  with  the  Superintendent  of  Insurance,  may  be  invested  in 
various  securities,  including  “  evidences  of  indebtedness  of  any 
solvent  institution  incorporated  under  the  laws  of  the  United 
States  or  any  State  thereof. v  Section  100  makes  certain  limita¬ 
tions  as  to  life  insurance  corporations  as  to  collateral  security 
required  and  as  to  methods  to  be  pursued  in  order  to  obtain 
proper  authorization  for  the  loan. 

My  opinion  is  not  sought  as  to  the  question  of  adequate  collat¬ 
eral  security  or  as  to  whether  all  the  details  as  to  authorization 
and  formality  of  issue  in  any  particular  case  have  been  complied 
with.  The  broad  question  is  presented  as  to  whether  such  notes 
when  properly  issued  and  sufficiently  secured  are  lawful  invest¬ 
ments  for  the  surplus  funds  of  life  insurance  companies.  This 
question,  I  believe,  is  readily  answered  in  the  affirmative.  They 
are  unquestionably  evidences  of  indebtedness  of  solvent  corpora¬ 
tions  of  the  United  States  or  of  a  State  thereof. 

December  28,  1906,  Attorney-General  Mayer  advised  the 
Superintendent  of  Insurance  to  the  effect  that  car  trust  certifi¬ 
cates  of  the  Pennsylvania  Steel  Frame  Car  Trust  were  legal  invest¬ 
ments  for  the  insurance  companies  under  the  provisions  of  law 
then  in  force,  which  have  not  been  materially  altered  so  as  to 
effect  the  question  here  involved  (Report  of  Attorney-General 
1906,  page  577).  This  conclusion  was  to  the  effect  that  such  cer¬ 
tificates  were  proper  investments.  In  that  case  the  equipment 
was  leased  rather  than  conditionally  sold.  This  variation  in  the 
facts,  however,  does  not  alter  the  principle  of  law  involved  and  in 
arriving  at  the  conclusion  herein  set  forth  I  concur  in  the  opinion 
of  Attorney-General  Mayer. 

(Signed)  Thomas  Carmody, 

~  it  'Attorney-General. 

Dated,  June  16,  1913.  •  * 

To  Hon.  William  T.  Emmet, 

Superintendent  of  Insurance , 

Albany,  N.  Y. 
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INSURANCE  MEASURES  OF  THE  SESSION  OF  1913 
APPROVED  BY  THE  GOVERNOR 

An  act  to  amend  the  Insurance  Law,  in  relation  to  agents,  signed 
February  10,  1913;  in  effect  March  2,  1913. 

An  act  to  amend  the  Insurance  Law,  in  relation  to  the  revocation 
of  the  certificate  of  authority  of  a  foreign  insurance  corporation, 
signed  February  12,  1913;  in  effect  immediately. 

An  act  to  amend  the  Insurance  Law,  in  relation  to  brokers, 
signed  February  13,  1913;  in  effect  March  5,  1913. 

An  act  to  amend  the  Insurance  Law,  in  relation  to  organizations 
assisting  in  establishing  insurance  rates,  signed  February  19, 
1913  ;  in  effect  immediately. 

An  act  to  amend  the  Insurance  Law,  in  relation  to  requiring 
adjusters  of  loss  or  damage  by  fire  to  procure  a  certificate  of 
authority  from  the  Superintendent  of  Insurance,  signed  February 
19,  1913;  in  effect  March  11,  1913. 

An  act  to  amend  the  Insurance  Law,  in  relation  to  organizations 
for  assisting  underwriters  in  insurance  business  generally,  signed 
February  19,  1913;  in  effect  immediately. 

An  act  to  amend  the  General  Corporation  Law,  in  relation  to 
corporate  names,  signed  February  19,  1913 ;  in  effect  immediately. 

An  act  to  amend  the  Insurance  Law,  in  relation  to  life  or 
casualty  insurance  corporations  upon  the  co-operative  or  assessment 
plan.  Signed  February  19,  1913;  in  effect  immediately. 

An  act  to  amend  the  Insurance  Law,  in  relation  to  rate-making 
associations,  signed  February  19,  1913;  in  effect  immediately. 

An  act  to  repeal  chapter  85  of  the  Laws  of  eighteen  hundred  and 
ninety-nine,  entitled  “An  act  to  provide  the  minimum  capital  stock 
required  for  the  organization  of  fire  or  marine  insurance  corpo¬ 
rations,'’  signed  February  19,  1913;  in  effect  immediately. 

An  act  to  amend  the  Insurance  Law,  in  relation  to  the  policy  or 
certificate  of  a  life  or  casualty  insurance  corporation  upon  the 
co-operative  or  assessment  plan,  signed  February  19,  1913;  in 
effect  immediately. 

An  act  to  amend  the  Insurance  Law,  in  relation  to  proceedings 
against  and  the  liquidation  of  delinquent  insurance  corporations, 
signed  February  19,  1913;  in  effect  immediately. 
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An  act  to  amend  the  Insurance  Law,  in  relation  to  misrepresenta¬ 
tions  by  certain  insurance  corporations,  signed  March  6,  1913;  in 
effect  immediately. 

An  act  to  amend  the  Insurance  Law,  in  relation  to  reorganiza¬ 
tion  of  existing  corporations  and  amendment  of  certificates,  signed 
March  6,  1913;  in  effect  immediately. 

An  act  to  amend  the  Insurance  Law,  in  relation  to  the  by-laws 
of  title,  credit  guaranty  and  securities  guaranty  corporations, 
signed  March  6,  1913 ;  in  effect  immediately. 

An  act  to  amend  the  Penal  Law,  in  relation  to  acting  for  foreign 
insurance  corporation  which  has  not  designated  Superintendent  of 
Insurance  as  attorney,  signed  March  6,  1913;  in  effect  Sep¬ 
tember  1,  1913. 

An  act  to  amend  the  Insurance  Law,  in  relation  to  forms  of 
policies  or  certificates  of  casualty  insurance  corporations  upon  the 
co-operative  or  assessment  plan,  signed  March  6,  1913;  in  effect 
October  1,  1913. 

An  act  to  amend  the  Insurance  Law,  in  relation  to  the  sale  of 
the  securities  of  insurance  corporations  and  of  corporations 
organized  to  promote  or  hold  the  capital  stock  of  insurance  corpo¬ 
rations,  signed  March  6,  1913 ;  in  effect  immediately. 

An  act  to  amend  the  Code  of  Civil  Procedure,  relating  to  when 
a  foreign  corporation  may  be  sued,  signed  March  6,  1913  ;  in  effect 
September  1,  1913. 

An  act  to  amend  the  Insurance  Law,  in  relation  to  the  capital 
of  title,  credit  guaranty  and  securities  guaranty  corporations, 
signed  March  15,  1913;  in  effect  immediately. 

An  act  to  amend  the  Insurance  Law,  in  relation  to  capital  re¬ 
quirements,  signed  March  21,  1913  ;  in  effect  immediately. 

An  act  to  amend  the  Penal  Law,  in  relation  to  arson,  signed 
April  2,  1913;  in  effect  September  1,  1913. 

An  act  to  amend  the  Insurance  Law,  in  relation  to  standard  pro¬ 
visions  for  accident  and  health  policies  and  discriminations,  signed 
April  2,  1913 ;  in  effect  October  1,  1913. 

An  act  to  amend  chapter  one  hundred  and  thirty-four  of  the 
Laws  of  eighteen  hundred  and  ninety-one,  entitled  “An  act  to 
incorporate  the  Church  Insurance  Association,”  generally,  signed 
April  2,  1913  ;  in  effect  immediately. 
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An  act  to  amend  the  Penal  Law,  in  relation  to  discriminations 
and  rebates  by  corporations  transacting  the  business  of  life  insur¬ 
ance  on  the  co-operative  or  assessment  plan,  signed  April  3,  1913 ; 
in  effect  September  1,  1913. 

An  act  to  amend  the  Insurance  Law,  in  relation  to  standard  fire 
insurance  policy  of  the  State  of  New  York  and  the  adjustment  of 
losses  thereunder,  signed  April  3,  1913 ;  in  effect  June  30,  1913. 

An  act  to  amend  the  Insurance  Law  in  relation  to  surety  com¬ 
panies,  signed  April  3,  1913;  in  effect  July  1,  1913. 

An  act  to  amend  the  Insurance  Law,  in  relation  to  the  contents 
of  advertisements,  signed  April  4,  1913 ;  in  effect  immediately. 

An  act  to  amend  the  Insurance  Law,  in  relation  to  the  capital  of 
title,  credit  guaranty  and  securities  guaranty  corporations,  signed 
April  4,  1913;  in  effect  immediately. 

An  act  to  amend  the  Insurance  Law  in  relation  to  the  incorpora¬ 
tion  of  fire  insurance  corporations,  signed  April  16,  1913;  in 
effect  immediately. 

An  act  to  amend  the  Insurance  Law  generally,  signed  April  17, 
1913  ;  in  effect  immediately. 

An  act  to  amend  the  Stock  Corporation  Law,  in  relation  to  the 
certificate  of  increase  or  reduction  of  capital  stock  of  a  banking 
or  insurance  corporation,  signed  April  17,  1913;  in  effect 
immediately. 

An  act  to  amend  the  General  Corporation  Law,  in  relation  to 
the  extension  of  corporate  existence  of  insurance  and  banking 
corporations,  signed  April  17,  1913;  in  effect  immediately. 

An  act  to  amend  the  Insurance  Law,  in  relation  to  fraternal 
beneficiary  societies,  orders  and  associations,  signed  April  29, 
1913 ;  in  effect  immediately. 

An  act  to  amend  the  Penal  Law,  in  relation  to  the  issuance  or 
circulation  of  false  literature  by  insurance  corporations,  signed 
May  8,  1913;  in  effect  September  1,  1913. 

An  act  to  amend  the  Insurance  Law,  in  relation  to  applications 
for  policies  of  insurance,  signed  May  15,  1913;  in  effect 
immediately. 

An  act  to  amend  the  Insurance  Law,  in  relation  to  requiring 
adjusters  of  loss  or  damage  by  fire  to  procure  a  certificate  cf 
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authority  from  the  Superintendent  of  Insurance,  signed  May  15, 
1913;  in  effect  immediately. 

An  act  to  amend  the  Code  of  Civil  Procedure,  in  relation  to  an 
action  for  divorce,  signed  May  15,  1913;  in  effect  September  1, 
1913. 

An  act  to  amend  the  Insurance  Law.  in  relation  to  investments 
of  domestic  life  insurance  corporations,  signed  May  17,  1913;  in 
effect  immediately. 

An  act  to  amend  the  General  Corporation  Law,  in  regard  to 
receiver’s  title  to  property  and  general  powers  of  receivers,  signed 
May  27,  1913;  in  effect  immediately. 
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FOREWORD 


Chapter  326  of  the  Laws  of  1906,  entitled  “An  act  to  amend 
the  Insurance  Law  generally,”  which  became  a  law  April  27, 
1906,  made  important  amendments  to  §§  2,  7,  11,  15,  16,  20,  24, 
33,  36,  39,  40,  45,  52,  53,  58,  59,  70,  71,  73,  82,  83,  84,  88,  89, 
92,  200,  204,  205,  208,  210  and  214;  repealed  §§  56  and  87  and 
the  whole  of  Article  X  (§§  300  to  320,  inclusive)  and  added  as 
wholly  new  matter  §§  58,  60,  87,  94,  95,  96,  97,  98,  99,  100,  101, 
102  and  103.  Changes,  affecting  nearly  all  of  the  ten  articles  of 
the  Insurance  Law,  were  made  by  the  session  laws  of  1907-1913, 
inclusive.  The  amendments  and  additions  made  by  the  Legisla¬ 
ture  of  1913  appear  in  the  first  section  of  this  volume. 

The  insurance  legislation  of  1906,  affecting  as  it  did  the  con¬ 
duct  of  affairs  of  life  insurance  corporations  in  so  many  particu¬ 
lars,  gave  rise  to  much  correspondence  relating  to  the  interpre¬ 
tation,  application  and  effect  of  the  various  amendments.  Some 
of  the  more  important,  points  presented  in  this  correspondence 
were  submitted  to  the  Attorney-General  for  his  opinions  thereon. 
The  Actuarial  Society  of  America  selected  from  these  opinions 
of  the  Attorney-General,  and  from  the  rulings  of  the  Superin¬ 
tendent,  such  matters  as  seemed  to  be  of  general  interest  to  the 
life  insurance  companies  doing  business  in  this  State,  and  pub¬ 
lished  them  in  three  pamphlets,  dated  respectively  November  7, 
1906,  December  14,  1906,  and  March  1,  1907.  The  opinions 
and  rulings  contained  in  the  three  pamphlets  mentioned  were 
collected  and  rearranged,  with  others  of  later  date,  down  to  and 
including  the  22d  day  of  August,  1907,  and  published  in  Part  V 
of  the  Annual  Report  of  the  Superintendent  for  1907.  They 
were  again  published  in  Part  V  of  the  Annual  Reports  for  1908, 
1909,  1910,  1911  and  1912,  with  such  additions  and  modifications 
as  had  occurred  during  each  year.  The  compilation  this  year  con¬ 
tains  opinions  given  prior  to  the  passage  of  the  law  first  above 
referred  to,  and  has  been  brought  down  to  July  1,  1913.  In  addi¬ 
tion,  a  complete  alphabetical  index  will  be  found  at  the  end  of 
the  digest. 
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Ruling  of  the  Superintendent’  of  Insurance  of  the 
State  of  New  York  and  Extracts  from 
Opinions  of  Attorney-General 


Section  2  —  The  Superintendent  of  Insurance 

Correspondence  of  the  Superintendent  is  not  a  public  document, 
of  which  certified  copies  may  be  demanded  but  access  thereto  is 
discretionary  with  the  Superintendent. 

(See  Op.  A.  G.  March  1,  1897.) 

Section  9  —  Certificate  of  Authorization  of  Superin¬ 
tendent 

Insurance  Contract  Defined 

For  definition  of  what  constitutes  an  insurance  contract. 

(See  Op.  A.  G.  Feb.  13,  1903.) 

When  Burial  and  Undertaking  Contract  Constitutes  Insurance 

Extract  from  letter  dated  August  4,  1911,  from  the  Superintendent  to 

J.  Arthur  Pelletier. 

a*  *  *  You  state: 

‘  We  have  incorporated  a  company  under  the  laws  of  the  State  of  New  York 
to  carry  on  a  burial  and  general  undertaking  business'.  Is  there  any  law  to 
prevent  us  from  contracting  with  individuals  or  families  whereby,  upon  an 
annual  payment  to  us  of  a  nominal  sum,  say  $2  or  less,  we  would  agree  to 
bury  any  or  all  parties  to  such  contract,  or  supply  a  coffin,  embalm  the  dead, 
decorate  the  mortuary  room,  furnish  a  hearse,  etc.’ 

I  am  of  the  opinion  that  the  issuing  of  the  proposed  contracts 
would  be  transacting  the  business  of  insurance.  *  *  *  ” 

(See  also  Op.  A.  G.  Feb.  13,  1903;  Oct.  17,  1903;  March  5, 
1908.) 
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Section  10  —  Certificate  of  Attorney-General;  Corpo¬ 
rate  Names;  Number  of  Directors 

Adoption  of  Similar  Name 

Stock  company  may  incorporate  with  same  name  as  mutual  life 
insurance  association  on  surrender  of  certificate  of  mutual  asso¬ 
ciation. 

(See  Op.  A.  G.  March  27,  1901.) 


Idem 

Evidence  of  dissolution  must  be  established  by  affidavit  before 
a  corporation  can  adopt  a  similar  name. 

(See  Op.  A.  G.  Jan.  9,  1906.) 

Certificate  of  Incorporation  Must  Contain  Definite  Number  of 

Directors 

Certificate  of  incorporation  must  contain  definite  number  of 
directors;  consent  of  Superintendent  to  increase  or  reduction  in, 
required. 

(See  Op.  A.  G.  June  21,  1904.) 


Section  13  —  Deposit  of  Securities 

Term  “  Improved  Real  Property  ”  Defined 

Term  “  Improved  real  property  ”  within  the  meaning  of  section 
13,  defined. 

(See  Op.  A.  G.  Oct.  17,  1892;  Dec.  9,  1904.) 

Disposition  of  Deposits  on  Dissolution 

Superintendent  should  collect  interest  on  mortgages  deposited 
by  life  insurance  company  although  a  receiver  has  been  appointed. 
(See  Op.  A.  G.  Nov.  16,  1894.) 

Idem 

Upon  dissolution,  Superintendent  must  retain  deposits  until 
court  decides  dispute. 

(See  Op.  A.  G.  Sept.  5,  1902.) 
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Idem 

A  life  insurance  corporation  may  only  be  dissolved  and  deposits 
sequestered  in  a  suit  brought  by  tbe  Attorney-General  on  recom¬ 
mendation  of  tbe  Superintendent, 

(See  Op.  A.  G.  Feb.  6,  1903.) 

Impairment  in  Deposits 

Company  assuming  liabilities  of  another  company  may  not  make 
good  an  impairment  in  deposits  in  cash;  and  the  Superintendent 
may  not  retain  accrued  interest  on  such  deposits  in  order  to  make 
good  such  impairment. 

(See  Op.  A.  G.  June  12,  1906.) 

Section  14  —  Exchange  of  Securities;  Interest 

Ruling  on  withdrawal  and  exchange  of  securities ;  term  “  com¬ 
petent  proof  ”  interpreted. 

(See  Op.  A.  G.  March  26,  1896;  July  22,  1907.) 

Section  16  —  Investment  of  Capital  and  Surplus 

SUB.  3.  CORPORATE  BONDS 

Surplus  May  be  Invested  in  Bonds  of  Any  Private  Corporation 

Extract  from  letter  dated  September  6.  1906,  from  the  Superintendent  to 

Security  Mutual  Life  Insurance  Company. 

“  Your  understanding  that  sections  16  and  100,  taken  together, 
still  permit  a  corporation  to  invest  its  surplus  funds  in,  or  accept 
as  collateral  security,  the  bonds  of  any  private  corporation,  if,  in 
the  judgment  of  the  board  of  directors  or  finance  committee 
such  bonds  are  a  safe  investment,  is,  I  believe,  correct.” 

SUB.  4.  REAL  PROPERTY 

Property  Charged  with  Ground  Pent  not  an  Authorized 

Investment 

Life  insurance  company  cannot  loan  on  bond  and  mortgage  on 
real  property  charged  with  a  ground  rent. 

(See  Op.  A.  G.  Jan.  24,  1906.) 
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Limitations  as  to  Loans  Applicable  to  Purchase  Money 

Mortgage 

A  mortgage  taken  for  an  amount  exceeding  the  express  limi¬ 
tations  prescribed  in  section  16,  whether  the  same  be  a  purchase- 
money  mortgage  or  otherwise,  cannot  be  accepted  by  the  Superin¬ 
tendent  of  Insurance  as  a  deposit  or  a  proper  investment  under 
sections  16  or  100. 

(See  Op.  A.  G.  June  12,  1907.) 


Limitations  as  to  Loans ,  etc.,  not  Applicable  to  Sales 

An  insurance  company  is  not  prohibited  by  section  16  from 
selling  real  property  and  taking  back  a  purchase-money  mort¬ 
gage  for  more  than  50  per  cent,  of  the  value  of  said  property. 
(See  Op.  A.  G.  April  10,  1909,  reversing  Op.  June  12,  1907.) 


SUB.  6.  INVESTMENT  IN  STOCKS  AND  BONDS 

Investments  may  be  made  in  stock  of  solvent  trust  company. 

(See  Op.  A.  G.  Dec.  11,  1896.) 

Idem 

Domestic  life  insurance  company  may  invest  surplus  funds 
over  capital  in  certificates  of  Penn.  Steel  Freight  Car  Trust,  as 
being  evidence  of  indebtedness  or  obligation  of  the  Penn.  R.  R. 
Co.  to  pay  par  and  interest  of  such  certificate  issued  for  rolling 
stock. 

(See  Op.  A.  G.  Dec.  28,  1906.) 


Investment  in  Bonds  of  Southern  Canadian  Bailway 

Insurance  companies  may  invest  their  assets  other  than  their 
capital  to  the  extent  of  the  minimum  required  by  law  and  the 
deposits  they  are  required  to  make  with  the  Superintendent  of 
Insurance,  in  bonds  of  the  Canadian  Southern  Railway  Company, 
guaranteed  by  the  Michigan  Central  Railroad  Company. 

(See  Op.  A.  G.  Dec.  26,  1912.) 

Investment  in  Railway  Equipment  Notes 

Railway  equipment  notes  issued  under  conditional  sale  agree¬ 
ments  for  the  payment  of  which  a  solvent  corporation  of  the 
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United  States,  or  a  state  thereof,  is  liable  when  properly  issued  and 
sufficiently  secured,  are  legal  investments  under  sections  16  and 
100  of  the  Insurance  Law,  for  the  surplus  funds  of  life  insurance 
companies. 

(See  Op.  A.  G.  June  16,  1913.) 

Exchange  of  Bonds 

Company  may  not  subscribe  for  new  bonds,  investment  in 
which  is  prohibited,  under  rights  as  holder  of  old  bonds  —  Right 
to  exchange  bonds  discussed. 

(See  Op.  A.  G.  July  22,  1907.) 

SUB.  9.  FOREIGN  SECURITIES 

Life  Insurance  Companies  May  Invest  in  or  Loan  upon  Govern¬ 
ment  Bonds  of  Foreign  Countries  Only  in  Which  They  Trans¬ 
act  Business 

Extract  from  letter  dated  September  6.  1906,  from  the  Superintendent  to 

Security  Mutual  Life  Insurance  Company. 

“  Replying  to  your  first  question,  I  would  state  that  the  word 
‘  government,’  as  used  in  section  100  of  the  Insurance  Law,  is  not 
necessarily  limited  to  the  Lmited  States.  Section  16  of  the  law 
authorizes  companies  doing  business  in  foreign  countries  to  in¬ 
vest  certain  of  their  funds  in  the  same  kind  of  securities  in  such 
foreign  countries  as  they  are  allowed  to  invest  in,  in  this  State. 
What  a  company  may  invest  in  it  may  loan  upon.  Owing  to  the 
facts  that  the  authorization  referred  to  is  limited  to  those  com¬ 
panies  doing  business  in  foreign  countries  and  that  the  amounts 
that  may  he  so  invested  are  limited  hv  the  obligations  of  the  com¬ 
panies  incurred  in  such  countries,  I  am  of  the  opinion  that  life 
insurance  corporations  of  this  State  can  invest  in  or  loan  upon 
the  1  government  ’  bonds  of  those  foreign  countries  only  in  which 
they  transact  business.” 

Reasonable  Discretion  Given  Board  of  Directors  in  Regard  to 
Purchase  of  Securities  to  Meet  Company's  Obligations  in 
Foreign  Countries 

Extract  from  letter  dated  October  15,  1908,  from  the  Superintendent  of 
Insurance  to  the  New  York  Life  Insurance  Company. 

“  Your  letter  of  October  13,  1908,  is  received,  requesting  a 

ruling  from  the  Department  in  construction  of  the  following  pro- 
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visions  of  section  sixteen  of  the  Insurance  Law,  as  to  whether  a 
domestic  life  insurance  company  doing  business  in  foreign  coun¬ 
tries  is  thereby  limited  to  investments  never  exceeding  the  de¬ 
pository  requirements  of  a  foreign  country,  or  whether  the  board 
of  directors  has  reasonable  discretion  in  regard  to  when  and  how 
much  of  securities  it  may  buy  to  meet  its  obligations  in  a  foreign 
country : 

‘  Every  such  domestic  corporation  doing  business  in  other  states  of  the 
United  States,  or  in  foreign  countries,  may  invest  the  funds  required  to 
meet  its  obligations  incurred  in  such  other  states  or  foreign  countries,  and 
in  conformity  to  the  laws  thereof,  in  the  same  kind  of  securities  in  such 
other  states  or  foreign  countries  that  such  corporation  is  by  law  allowed 
to  invest  in,  in  this  State.’ 

The  Department  will  hold  that  a  reasonable  discretion  is  given 
by  the  statute  to  a  hoard  of  directors  of  a  domestic  life  insurance 
company,  doing  business  in  a  foreign  country,  to  invest  such  part 
of  its  funds  as  may  he  required  to  meet  its  obligations  under  the 
laws  of  such  foreign  country,  in  lawfully  prescribed  securities,  at 
such  times  and  in  such  amounts  as  will  best  subserve  and  protect 
the  business  interests  of  the  company  from  year  to  year.  A  board 
of  directors  in  authorizing  transactions  under  this  provision  of  the 
insurance  law  will  be  held  to  a  strict  account  for  any  abuse  of  its 
discretionary  powers.” 

(See  also  rulings  cited  under  §  100,  Investments.) 


Section  18  —  Stocks,  Bonds  and  Other  Evidences  of 

Debt 

All  Life  Insurance  Companies  Doing  Business  in  this  State  Must 

Amortize  Bonds 

Extract  from  a  letter  dated  August  9,  1909,  sent  to  the  president  of  each 

foreign  life  company. 

“It  is  ruled  that  all  life  insurance  companies,  whether  organ¬ 
ized  under  the  laws  of  this  State,  or,  if  not  so  organized,  author¬ 
ized  to  do  business  in  this  State,  shall  amortize  their  bonds 
returned  in  the  annual  statements  showing  their  condition  as  of 
December  31,  1909,  in  accordance  with  the  provisions  of  section 
18  of  the  Insurance  Law,  as  amended  in  1909.” 
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Section  20  —  Restrictions  as  to  Real  Property 

Life  Insurance  Company  May  Give  an  Option  for  the  Purchase 

of  Real  Estate  Owned  by  it 

Extract  from  letter  dated  April  16,  1912,  from  the  Superintendent  to  the 

Mutual  Life  Insurance  Company. 

“  I  am  in  receipt  of  your  letter  of  the  13th  inst.  in  relation  to 
the  right  of  a  life  insurance  company  to  give  an  option  for  the  pur¬ 
chase  of  real  estate  owned  by  it. 

In  my  opinion,  there  is  nothing  in  the  Insurance  Law  which 
forbids  the  giving  of  an  option  under  the  circumstances  recited 
in  your  letter.” 


Section  22  —  Reinsurance 

Company  May  Not  Issue  Reinsurance  for  Purposes  for  Which 
Original  Insurance  Could  Not  be  Issued 

Extract  from  letter  dated  February  23,  1909,  from  the  Attorney-General  to 

Superintendent  of  Insurance. 

“  By  section  70  it  -is  specifically  provided  that  the  subdivisions 
containing  the  purpose  or  purposes  for  which  a  company  is  incor¬ 
porated  must  be  specified  in  its  certificate  of  incorporation. 

By  specifically  including  insurance  against  accident  in  a 
separate  subdivision,  the  Legislature  had  clearly  indicated  its  in¬ 
tention  to  regard  such  insurance  as  distinct  from  that  specified  in 
other  subdivisions,  and  therefore  as  distinct  from  insurance  upon 
health.  Therefore,  by  specifying  only  subdivision  1,  the  certifi¬ 
cate  of  this  company  necessarily  excludes  insurance  against  acci¬ 
dent  and  limits  its  powers  to  those  contained  in  such  subdivision. 

It  is  further  my  opinion,  that  the  right  conferred  upon  in¬ 
surance  corporations  doing  business  in  this  State,  to  reinsure  the 
whole  or  any  part  of  any  policy  obligation  in  any  other  insurance 
corporation,  which  right  is  granted  by  section  22  of  the  Insurance 
Law,  does  not  confer  upon  such  other  insurance  corporations  the 
power  to  issue  any  reinsurance  policies  for  purposes  for  which 
they  could  not  issue  original  policies. 

Finally,  the  issuance  of  any  policy  not  in  standard  form  pre¬ 
scribed  by  section  101,  and  not  approved  by  the  Superintendent 
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of  Insurance,  is  also  in  contravention  to  the  provisions  of  the 
Insurance  Law.” 

(See  Op.  A.  G.  Feb.  23,  1909.) 

Reinsurance  Contract  Legal  if  Original  Policy  is  Legal 

Extract  from  letter  dated  December  27,  1910,  from  the  Superintendent  to  the 
Connecticut  General  Life  Insurance  Company. 

“  *  *  *  You  state : 

‘  We  have  recently  received  an  application  from  The  Metropolitan  Life 
Insurance  Company  for  reinsurance  of  one  of  their  risks  on  their  endowment 
at  age  85  plan,  this  company  simply  guaranteeing  to  The  Metropolitan  the 
terms  of  their  policy. 

I  presume  this  would  hardly  be  considered  as  issuing  an  unauthorized  policy 
in  New  York  State  *  *  V 


There  can  be  no  objection  to  the  reinsurance  by  your  company 
of  a  form  of  policy  approved  for  and  issued  by  The  Metropoli¬ 
tan.” 

Select  a7id  Ultimate  Method  Not  to  he  Applied  to  Reinsurance 
Contracts 

(See  Op.  A.  G.  July  22,  1909;  Sept.  13,  1909.) 

Section  25  —  Jurisdiction  of  Superintendent  over 

Foreign  Corporations. 

Foreign  life  insurance  company  must  comply  with  require¬ 
ments  of  foreign  statute  prior  to  admission. 

(See  Op.  A.  G.  March  23,  1903.) 


Section  26  —  Deposits  by  Insurance  Corporations  of 

Other  States 

Amount  and  Kind  of  Deposits  Required 

Where  laws  of  a  foreign  government  are  silent  as  to  deposits 
by  our  companies  and  United  States  government  bonds  are  ac¬ 
cepted,  the  Superintendent  may  accept  securities  of  such  govern¬ 
ment. 

(See  Op.  A.  G.  June  7,  1893.) 

Idem 

Deposits  of  foreign  corporations  doing  business  under  Art.  II 
must  be  of  same  class  or  kind  required  of  domestic  companies. 

(See  Op.  A.  G.  June  20,  1894.) 
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Idem 

Foreign  company  desiring  to  do  a  life  and  accident  business 
must  deposit  maximum  amount. 

(See  Op.  A.  G.  Jan.  25,  1905.) 

Section  27  —  Funds  and  Capital  of  Insurance  Corpora¬ 
tions  Incorporated  Outside  of  the  United  States 

Amount  of  capital  paid  in  by  foreign  life  company  at  home 
state  is  immaterial,  so  long  as  requisite  amount  is  deposited  in  this 
State. 

(See  Op.  A.  G.  May  10,  1900.) 

Section  28  —  Special  Deposit  Required  in  Certain  Cases 

Protection  afforded  by  a  deposit  made  by  a  foreign  insurance 
company  with  the  Superintendent  of  Insurance  for  the  benefit  and 
security  of  its  policyholders  in  the  United  States  includes  policy¬ 
holders  in  Porto  Rico. 

(See  Op.  A.  G.  March  27,  1912.) 

Section  29  —  Copy  of  Charter  and  Verified  Statement  to 

be  Filed 

Foreign  insurance  company  seeking  to  do  business  in  the  State 
must  file  copy  of  charter  certified  to  by  official  having  custody  of 
the  original  charter. 

(See  Op.  A.  G.  July  15,  1910.) 

Section  30  —  Appointment  of  Attorney;  Removal  of 

Cause  to  Federal  Courts 

Unauthorized  Foreign  Company  May  Not  Appoint  Attorney 

Superintendent  should  not  file  designation  by  foreign  company 
not  authorized  to  transact  business  in  this  State. 

(See  Op.  A.  G.  Jan.  9,  1909.) 

Section  31  —  Certified  Copy  of  Superintendent’s  Cer¬ 
tificate  to  be  Filed  in  the  Clerk’s  Office 

Superintendent  of  Insurance  may  dispense  with  the  publication 
of  a  certificate  of  authority  to  do  business  required  by  section  31 
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of  the  Insurance  Law,  to  an  insurance  corporation  incorporated 
under  the  laws  of  the  state  of  Iowa  and  authorized  since  Feb.  24, 
1885,  to  transact  business  in  this  State  as  an  assessment  life  com¬ 
pany  under  Article  VI,  upon  reincorporation  under  Article  II  as 
a  mutual  life  company  and  admission  to  do  business  in  this 
State. 

(See  Op.  A.  G.  Hov.  9,  1911.) 

Section  34  —  Taxation  of  Foreign  Corporations 

Taxation  of  Benefit  Funds 

Accumulations  for  the  insured  held  by  life  insurance  corpora¬ 
tions  (foreign  and  domestic),  except  funds  invested  in  stocks  or 
real  estate,  are  exempt  from  taxation. 

(See  Op.  A.  G.  June  28,  1897.) 

Total  Premiums  Less  Amount  Taxable  in  Other  States  are  Sub¬ 
ject  to  Taxation  in  This  State 

Life  insurance  companies  should  report  the  total  amount  of 
premiums  received  by  its  agents  in  this  State  and  such  premiums, 
less  such  part  thereof  as  may  have  paid  a  tax  to  any  other  state, 
are  subject  to  taxation  under  section  34  of  the  Insurance  Law. 
(See  Op.  A.  G.  Feb.  17,  1911.) 

Section  36  —  Officers  and  Directors  not  to  be  Pecuni¬ 
arily  Interested  in  Transactions 

SUB.  2.  PECUNIARY  INTEREST 

Officer  of  Corporation  Selling  Securities  Not  to  Act  on  Finance 
Committee  of  C orporation  Making  Purchase 

Extract  from  letter  dated  April  17,  1907,  from  the  Superintendent  to  the 

Home  Life  Insurance  Company. 

“  There  is  no  prohibition  in  section  36  of  the  Insurance  Law 
against  an  officer  of  one  corporation  being  a  stockholder  or  officer 
of  another,  or  of  corporations  under  such  circumstances  doing 
business  with  each  other,  but  in  the  investment  of  assets  and  the 
employment  of  financial  agencies  for  the  purpose,  I  think  it  ques¬ 
tionable  if  the  law  permits  active  participants  in  negotiations  for 
the  purchase  and  sale  of  securities,  or  who  advise  as  experts  in 
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relation  thereto,  to  be  one  and  the  same  person.  The  spirit  of  the 
law  seems  opposed  to  such  a  contention  whether  a  technical  pro¬ 
vision  is  found  against  it  or  not.” 

Loans  and  Investments  May  be  Made  in  Another  Corporation 

Whose  Officers  Are  Directors  of  the  Insurance  Company  Pro¬ 
vided  They  Have  No  Personal  Interest 

Extract  from  letter  dated  December  5,  1907,  from  the  Attorney-General  to 

the  Superintendent  of  Insurance. 

“  *  *  *  I  am  of  the  opinion  that  the  questions  asked  should 

be  answered  as  follows : 

‘  First.  Can  a  life  insurance  corporation,  through  its  directors  or  officers, 
make  a  loan  to  any  corporation  in  which  its  (the  life  insurance  corporation) 
directors  or  officers  are  stockholders?’ 

Yes,  provided  that  their  only  interest  in  the  loan  is  as  stock¬ 
holders  of  the  borrower. 

‘  Second.  Where  a  director  or  officer  of  a  life  insurance  corporation  is  also 
actively  connected  with  the  management  of  another  corporation,  does  the 
statute  prohibit  the  life  insurance  corporation  from  loaning  money  to  or 
purchasing  securities  from  such  corporation? 

‘  Third.  If  a  life  insurance  corporation,  under  section  36  of  the  Insurance 
Law,  is  not  permitted  to  loan  to  or  buy  securities  from  a  corporation  in 
which  its  officers  are  stockholders  or  actively  participating  in  its  management, 
can  such  life  insurance  corporation  make  loans  to  such  other  corporation  or 
buy  its  securities  through  the  agency  of  brokers?  *  *  *  ’ 

The  transactions  mentioned  in  the  questions  are  not  prohibited 
by  the  statute,  provided  the  4  director  or  officer  ’  of  the  insurance 
corporation  has  no  personal  interest  therein  and  that  the  transac¬ 
tion  was  fair  and  no  advantage  was  taken  of  his  position  to  secure 
his  own  advantage  or  that  of  the  other  corporation. 

‘  Fourth.  Where  a  life  insurance  corporation,  through  its  finance  committee, 
purchased  bonds  of  a  railroad  corporation,  not  from  the  railroad  corporation 
itself  but  from  a  third  person,  and  two  members  of  such  finance  committee 
were  respectively  president  and  secretary  of  such  railroad  corporation,  is 
this  transaction  prohibited  by  this  section?’ 

No,  provided  the  two  persons  named  had  no  interest  in  the 
specific  securities  purchased. 

*  Fifth.  Can  a  brokerage  firm,  of  which  a  director  of  an  insurance  corpora¬ 
tion  is  a  member,  act  as  broker  for  the  insurance  corporation  in  the  purchase 
or  sale  of  securities  and  receive  commissions  therefor?’ 

No.” 

********** 


Extracts  from  Rulings  and  Opinions 


206 


§  36 


Employment  of  Director  as  Architect  to  Construct  Home  Office 

Building  Violates  Spirit  of  the  Law 

Extract  from  letter  dated  October  8,  1910,  from  the  Superintendent  to  the 

Chief  Examiner  of  Life  Companies. 

“  *  *  *  You  state  that: 

‘  The  examination  of  the - Company  developed  the  fact  that  a 

director  of  the  company  is  the  architect  employed  to  draw  plans  and  to  super¬ 
vise  the  construction  of  their  new  office  building.  The  question  arises,  there¬ 
fore,  whether  this  can  possibly  be  a  violation  of  section  36,  which  prohibits  an 
officer  or  director  from  being  pecuniarily  interested  in  any  purchase.  In  other 
words,  is  the  construction  of  the  home  office  building  a  purchase  of  property 
under  section  36?  The  director  is  to  receive  a  commission  of  5  per  cent,  for 
his  services  in  this  matter.’ 

I  am  of  the  opinion  that  the  transaction  in  question  is  a  viola¬ 
tion  of  the  spirit  though  not  of  the  letter  of  the  law ;  the  intent  of 
the  latter  is  clearly  shown  by  its  caption  ‘  Officers  and  directors 
not  to  be  pecuniarily  interested  in  transactions  of  their  corpora¬ 
tions.’  ” 


Section  39  —  Examiners  and  Examinations 

Examination  by  Foreign  Officials 
Foreign  officials  have  no  legal  right  to  examine  domestic  life 
insurance  corporations. 

(See  Op.  A.  G.  June  19,  1894.) 

Examiners  May  Administer  Oaths 

Examiners  have  power  to  administer  oaths  to  officers  and  agent3 
of  corporations  examined  by  them. 

(See  Op.  A.  G.  Oct.  16,  1900.) 

Report  on  Examination  Should  Show  Existing  Facts  as  Found 

by  the  Department 

In  an  examination  to  determine  the  financial  status  of  a  com¬ 
pany  the  Department  should  treat  their  action  in  declaring  and 
paying  dividends  as  proper,  irrespective  of  the  fact  that  dividends 
were  possibly  improperly  declared. 

(See  Op.  A.  G.  June  20,  1906.) 
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Superintendent  May  Examine  After  Report  is  Filed 

Superintendent  may  examine  company  after  report  is  filed ; 
company  not  required  to  segregate  business  between  assessment 
and  legal  reserve  business. 

(See  Op.  A.  G.  Oct.  17,  1907.) 

Witness  Testifying  Before  Examiners  Not  Immune  from  Crimi¬ 
nal  Prosecution 

Persons  testifying  upon  investigations  made  by  examiners  of 
the  Department  of  Insurance,  under  section  39  of  the  Insurance 
Law,  are  not  thereby  rendered  immune  from  criminal  prosecution 
under  the  provisions  of  chapter  239,  Laws  of  1906. 

(See  Op.  A.  G.  February  18,  1908.) 

Instructions  to  Department  Counsel  in  re  Examinations 

Extract  from  “  Instructions  to  Department  Counsel  and  to  companies,  asso¬ 
ciations,  etc.,  under  the  supervision  of  the  Department,  concerning  the 
examinations  of  title  to  real  estate,”  dated  March  19,  1912. 

“  On  and  after  this  date  examinations  of  the  evidences  of  title 
to  real  property  owned  by  or  mortgaged  to  corporations,  societies, 
orders  or  associations  supervised  by  this  Department  will  be  made 
in  accordance  with  the  following  rules : 

A.  In  cases  where  title  to  such  property  is  insured  by  a  title 
guaranty  company: 

(1)  The  Department  will  accept  as  good  evidence  of  title  accord¬ 
ing  to  their  import,  the  title  insurance  policies  issued  by  any 
company  authorized  to  transact  the  business  of  title  insurance 
in  the  State  of  New  York.  The  Department  will  also  accept  the 
similar  policies  of  companies  not  authorized  in  this  State,  provided 
there  is  attached  to  each  such  policy,  or  filed  therewith,  a  certifi¬ 
cate  from  the  supervising  official  or  department  of  the  State  in 
which  the  real  estate  is  located,  that  such  company  is  duly  in¬ 
corporated  and  authorized  to  transact  the  business  of  title  insurance 
in  that  State  and  is  under  the  supervision  of  such  official  or  depart¬ 
ment,  and  setting  forth  its  capital  and  surplus  as  of  the  date  of  its 
last  report  *  * 
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Title  Policies  Approved  Under  Rule  A 
Extract  from  Opinion  of  Department  Counsel  dated  November  15,  1912. 

“  The  certificate  of  indefeasible  title  by  the  District  Register 
under  the  Land  Registry  Act  of  the  Province  of  British  Columbia 
is  an  absolute  guaranty  of  the  title  certified  thereby  and  should  be 
at  least  equally  acceptable  to  this  Department  as  evidence  of  title 
to  real  property  with  a  policy  of  title  insurance  submitted  in  com¬ 
pliance  with  Rule  A  of  Instructions  to  Department  Counsel  dated 
March  19,  1912.” 


Title  Policies  Disapproved  Under  Rule  A 

Extract  from  Opinion  of  Department  Counsel,  dated  January  2,  1913. 

“  The  Department  should  decline  to  approve  the  acceptance  by 
the  Equitable  Life  Assurance  Society  as  evidence  of  title  to  real 
property  in  Tennessee,  of  title  policies  issued  by  the  Bank  of  Com¬ 
merce  and  Trust  Company  of  Memphis  without  the  certificate 
required  by  Rule  A,  sub.  1  of  Instructions  to  Department  Counsel 
of  March  19,  1912.” 

Idem 

Extract  from  Opinion  of  Department  Counsel  dated  February  6,  1913. 

“  The  Department  should  decline  to  approve  the  acceptance  by 
the  Home  Life  Insurance  Company  as  evidence  of  title  to  real  prop¬ 
erty  in  Georgia  of  title  policies  issued  by  the  Atlantic  Title 
Guaranty  Company  where  the  company  has  not  the  charter 
required  of  Insurance  Companies  by  the  laws  of  Georgia  and  is 
therefore  unable  to  furnish  the  certificate  required  by  Rule  A, 
sub.  1  of  Instructions  to  Department  Counsel,  of  March  19,  1912.” 

Section  44  —  Reports  of  Corporations 

Appraisal  of  Securities 

Chapter  34,  Laws  of  1891,  which  provides  that  the  estate  of 
any  insolvent  or  deceased  person  shall  be  appraised  at  its  full 
value  taking  into  account  the  actual  sales  of  neighboring  real 
estate  or  the  average  market  value  of  stocks  and  bonds,  does  not 
govern  the  action  of  the  Superintendent  of  Insurance  in  auditing 
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annual  statements  of  existing  insurance  corporations  engaged  in 
the  regular  conduct  of  their  business.  The  Superintendent  is  not 
required  to  appraise  the  market  value  of  securities  as  of  any 
specified  day;  he  should  use  his  discretion  in  determining  the 
fair  market  value  of  such  securities. 

(See  Op.  A.  G.  duly  17  and  19,  1907.) 


Section  49  —  Agents 

Certificate  of  Does  Not  Authorize  Acts  of  Agency  for  Other  Than 

Corporation  Designated 

An  agent  authorized  to  act  in  one  company  may  not,  in  case  his 
company  takes  part  of  a  proposed  risk,  place  remaining  portion 
of  risk  in  another  company  through  that  other  company’s  agent. 
(See  Op.  A.  G.  Feb.  8,  1908.) 


Section  50  —  Agent’s  Certificate  of  Authority 

Foreign  Corporation  as  Agent 

Foreign  corporation  can  only  act  as  agent  for  procuring  insur¬ 
ance  when  expressly  authorized  so  to  do  by  its  charter  or  when  it 
has  received  such  authority  from  this  State. 

(See  Op.  A.  G.  Nov.  16,  1893;  July  22,  1897.) 

General  Agent  for  Foreign  Company  Must  Have  Certificate 

General  agent  in  this  State  signing  policies  issued  by  foreign 
company  within  penalty  of  section. 

(See  Op.  A.  G.  June  2,  1904.) 

Unauthorized  Company  Cannot  Collect  Premiums  Through 

Agent 

A  foreign  life  company,  not  authorized  to  do  business  in  this 
State,  cannot  establish  agency  in  this  State  solely  to  collect 

premiums. 

(See  Op.  A.  G.  Sept.  19,  1907.) 

(See  also  §  91.) 
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General  Superintendent  of  Agencies  of  Foreign  Company  Must 

Have  Agent’s  Certificate 

Extract  from  letter  dated  December  23,  1909,  from  the  Superintendent  to 
the  New  England  Mutual  Life  Insurance  Company. 

“  You  state: 

‘  My  duties  as  general  superintendent  of  agencies  occasionally  take  me  to 
New  York  city,  also  to  Binghamton,  Buffalo  and  Rochester,  where  we  have 
general  agencies.  Occasionally,  on  such  trips,  I  am  requested  to  assist  in 
closing  a  difficult  case  and  heretofore  have  co-operated  along  these  lines  but 
without  in  any  way,  shape  or  manner  receiving  any  commission  or  other  com¬ 
pensation  for  such  services  in  obtaining  new  business.  As  I  am  an  officer  of 
this  company  and  the  company  is  authorized  to  do  business  in  your  State,  is 
it  necessary  that  I  should  have  an  agent’s  license  in  order  to  operate  along 
the  lines  suggested  above?’ 

To  your  question  my  answer  is  yes.” 

Section  52  —  Reorganization  of  Existing  Corporations 
and  Amendment  of  Certificates 

Effect  of,  on  Revaluation  of  Policies 

A  company  which  has  changed  from  an  assessment  into  an 
ordinary  life  company  may  not  revalue  policies  as  provided  in 
section  52. 

(See  Op.  A.  G.  June  20,  1906.) 

Idem 

Where  a  company  has  so  circumstanced  a  portion  of  its  policies 
that  sections  52  and  84  are  inadequate,  section  85  applies. 

(See  Op.  A.  G.  June  1,  1907.) 

Section  55  —  Insurance  Without  the  Consent  of  the 

Insured  Prohibited 

Creditor  May  Not  Insure  Life  of  a  Debtor 

Extract  from  Opinion  of  Department  Counsel,  dated  February  10,  1910. 

“  The -  Company  has  presented,  for  approval,  a  form 

of  policy  which  it  designates  as  a  ‘  creditor  policy.’  It  is  clearly 
apparent  that  the  creditor  is  to  apply  for  insurance  upon  the 
life  of  the  insured  under  the  policy.  It  is  my  opinion  that  such 
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form  of  policy  is  prohibited  by  section  55  of  the  Insurance  Law, 
which  provides  that  no  policy,  save  in  the  cases  therein  mentioned, 
shall  be  written  except  upon  the  application  of  the  insured 


Assessment  Company  May  Not  Insure  Infant 

Assessment  life  insurance  corporations  may  not  issue  infantile 
policies  on  the  prudential  plan. 

(See  Op.  A.  G.  Nov.  1,  1892 ;  Aug.  29,  1907 ;  March  23,  1910.) 


Beneficiary  May  Be  an  Institution  but  an  Institution  May  Not 

Apply  for  Insurance 

Extract  from  letter,  dated  August  10,  1911,  from  the  Superintendent  to 

John  L.  Blanchet. 

“  *  *  *  I  do  not  know  of  any  provision  of  the  Insurance  Law 
‘  that  prohibits  the  issuing  of  a  life  insurance  policy  having  an 
institution  the  beneficiary  instead  of  a  person.’ 

If  the  application  for  such  policy  were  to  be  made  by  the  in¬ 
stitution  it  would  fall  within  the  prohibition  of  section  55  of  the 
Insurance  Law  which  provides  that  no  policy,  save  in  certain 
cases  mentioned,  shall  be  written  except  upon  the  application  of 
the  insured.” 


Premium  May  be  Paid  by  Assignee 

Company  may  pay  for  life  insurance  policy  of  purchaser  of  its 
timber  lands  on  installment  plan,  said  policy  to  be  assigned  to  the 
company  until  all  installments  are  paid. 

(See  letter  dated  April  11,  1911,  from  the  Superintendent  to 
The  California  Timber  &  Development  Company,  Inc.,  §  97, 
sub.  4.) 


Annual  Premium  Policies  May  Not  be  Paid  for  in  Monthly 

Installments 

(See  letter  dated  Sept.  25,  1912,  from  the  Superintendent  to  the 
Massachusetts  Mutual  Life  Insurance  Company,  §  89,  sub.  4.) 
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Section  58  —  Policy  to  Contain  the  Entire  Contract; 
Statements  of  Insured  to  be  Representations 

and  not  Warranties 

SUB.  i.  POLICY  TO  CONTAIN  ENTIRE  CONTRACT 

Annual  premium  'policies  may  not  be  paid  for  in  monthly  install¬ 
ments 

(See  letter  dated  Sept.  25,  1912,  from  the  Superintendent  to  the 
Massachusetts  Mutual  Life  Insurance  Company,  §  89,  sub.  4.) 

SUB.  3.  ENDORSEMENTS  ON  STANDARD  FORMS 

Application  May  be  Made  Part  of  Contract  by  Endorsement  or 

Attachment 

Extract  from  letter  dated  August  8,  1906,  from  the  Superintendent  to  the 

Security  Mutual  Life  Insurance  Company. 

“  Section  58  of  the  Insurance  Law  clearly  provides  that  the 
application  for  a  life  insurance  policy  to  be  issued  on  and  after 
January  1,  1907,  may  be  made  part  of  the  contract  by  endorse¬ 
ment  thereon  or  attachment  thereto.” 

(See  ruling  of  Aug.  3,  1909,  §  101  (new),  sub.  3.) 

(See  also  letter  dated  June  16,  1910,  from  the  Superintendent 
to  the  Northwestern  Mutual  Life  Insurance  Company,  §  89, 
sub.  3,  last  paragraph.) 


Endorsement  Covering  Extra  Hazard  May  be  Used  in  Standard 

Policy 

Extract  from  letter  dated  January  16,  1907,  from  the  Superintendent  to 

New  York  Life  Insurance  Company. 

“  Your  favor  of  the  15th  inst.,  enclosing  a  sample  standard  life 
insurance  policy  showing  the  endorsements  used  to  cover  the  extra 
hazard  when  insured  has  had  an  attack  of  appendicitis  within 
two  or  three  years  prior  to  applying  for  insurance,  has  been  re¬ 
ceived. 

I  am  of  the  opinion  that  the  use  of  these  endorsements  is 
permitted  by  the  provisions  of  section  58  of  the  Insurance  Law.” 
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Endorsement  Giving  Additional  Options  in  Deferred  Annuity 

Contract  May  be  Used 

Extract  from  letter  dated  March  4,  1909,  from  the  Superintendent  to  the 

Metropolitan  Life  Insurance  Company. 

“  I  am  in  receipt  of  your  favor  of  the  3d  inst.,  reading  as 
follows : 

‘  The  standard  annuity  form,  as  promulgated  by  the  Superintendent  of  In¬ 
surance,  contains  the  following  provision  in  the  case  of  a  deferred  annuity  by 
annual  premiums: 

After  this  contract  shall  have  been  in  force  three  full  years,  if  any  subse¬ 
quent  premium  is  not  duly  paid,  this  contract  will  automatically  become 
paid-up  for  an  amount  of  annuity  equal  to  as  many  *  *  *  parts  of  the 

original  annuity  as  there  shall  have  been  full  years’  premiums  paid  thereon 
at  the  time  of  default  in  the  payment  of  premium.  Such  paid-up  annuity 
shall  be  subject  to  the  conditions  of  this  contract,  but  without  further  pay¬ 
ment  of  premium. 

We  desire  to  issue  a  deferred  annuity  by  annual  premiums  and  to  grant 
additional  options  in  the  event  of  lapse  after  three  years.  Would  such  addi¬ 
tional  options  be  permitted  under  the  standard  form?  ’ 

I  am  of  the  opinion  that  section  58  of  the  Insurance  Law 
will  permit  the  indorsement  upon  or  the  attachment  to  the  con¬ 
tract  in  question  of  additional  options  which  shall  not  conflict 
with  any  of  the  provisions  of  such  law.” 

SUB.  4.  REPRESENTATIONS 

Form  of  Application  Should  be  Worded  in  Accordance  with 

Section 

Extract  from  letter  dated  November  21,  1906,  from  the  Superintendent  to  the 

Metropolitan  Life  Insurance  Company. 

“  I  am  of  the  opinion  that  the  form  of  application  used  by  any 
company  should  he  worded  in  accordance  with  that  provision  of 
section  58  which  reads:  ‘All  statements  purporting  to  be  made  hy 
the  insured  shall,  in  the  absence  of  fraud,  be  deemed  representa¬ 
tions  and  not  warranties.’  ” 

Any  Waiver  in  the  Application  Shall  be  Void 

Ruling  of  August  3,  1909. 

“  There  was  submitted  a  certain  form  of  application  which  con¬ 
tained  these  words:  ‘  That  I  hereby  warrant  each  and  every 
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statement  herein  made  or  contained  to  be  full,  complete  and  trued 
Also  this :  ‘And  that  if  any  *  *  *  untrue  statement  or 

answer  be  made  or  contained  herein,  then  the  said  policy  and  this 
contract  shall  be  ipso  facto  null  and  void.’ 

The  ruling  thereon  was  as  follows:  ‘  This  is  plainly  in  violation 
of  the  provisions  of  section  58  of  the  Insurance  Law.  The  last 
clause  of  that  section  reads :  Any  waiver  of  the  provisions  of  this 
section  shall  be  void.’  ” 


Section  60  —  Estimates  and  Misrepresentations 

Prohibited 

SUB.  1.  PROFITS  AND  DIVIDENDS 

Illustration  of  Estimated  Profits  May  Not  be  Circulated ;  Policy 

Must  Contain  Entire  Contract 

Extract  from  letter  dated  May  29,  1906,  from  the  Superintendent  to  the 
Associate  General  Agent  of  The  Northwestern  Mutual  Life  Insurance  Com¬ 
pany  of  Buffalo. 

“  Your  favor  of  the  26th  inst.,  enclosing  copy  of  an  illustration 
of  the  profits  estimated  to  be  paid  by  the  Fidelity  Mutual  Life 
Insurance  Company  on  one  of  its  20-payment  life  policies  with 
deferred  dividends  has  been  received. 

It  is  the  opinion  of  the  Department  that  such  an  ‘  illustra¬ 
tion  of  profits  ’  cannot  legally  be  issued  or  circulated  in  this  State 
at  this  present  time. 

On  and  after  January  1,  1907,  every  policy  of  life  insurance 
issued  or  delivered  within  this  State  shall  contain  the  entire  con¬ 
tract  between  the  parties  and  therefore  the  guarantees  that  show 
in  the  illustration  you  enclose,  after  the  date  named,  would  neces¬ 
sarily  be  incorporated  in  the  policy  itself.” 

Prohibition  Applies  to  False  Estimates  Only,  Not  to  Estimated 
Dividends  Based  on  Actual  Dividends  Company  is  Paying 

Extract  from  letter  dated  November  21,  190G,  from  the  Superintendent  to 
Connecticut  General  Life  Insurance  Company. 

“  You  state  that  the  estimated  dividends  in  your  enclosures 
‘  are  according  to  the  actual  scale  which  has  been  in  use  by  this 
company  since  1901;  ’  that  the  new  form  will  in  all  probability 
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oblige  you  to  change  jour  dividend  scale  somewhat,  and  you  ask 
for  a  construction  of  section  60  of  the  Insurance  Law. 

In  my  opinion  ‘  estimated  dividends  ’  based  upon  the  actual 
dividends  you  are  paying,  and  shall  arrange  to  pay  upon  the  new 
form  of  policy,  are  not  such  as  are  prohibited  by  section  60 ;  the 
prohibition  applies  to  false  estimates  only  — ‘  misrepresenta¬ 
tions/  ” 


Illustrations  of  Profits  Must  Represent  Present  Day  Results 

Ruling  of  August  3,  1909. 

Comments  on  an  advertising  booklet,  “  The  Best  Policy.” 

“  The  illustrations  of  cost,  on  pages  13  and  14,  are  misleading. 
Two  of  the  policies  there  used  as  illustrations  of  cost  (or  profits) 
were  issued  in  1869,  one  was  issued  in  1872,  one  in  1873,  and  the 
one  bearing  the  most  recent  date  was  issued  in  1874.  It  is  sub¬ 
mitted  that  policies  which  became  paid-up  from  fifteen  to  twenty 
years  ago  are  not  fair  illustrations  of  present  day  results.  Ac¬ 
cording  to  the  annual  report  of  the  company  filed  with  this  De¬ 
partment  (as  of  December  31,  1908),  showing  dividends  on 
twenty  premium  life  policies,  the  accretions  to  such  a  policy  as 

hTo.  - ,  had  it  become  paid  up  in  1908,  would  have  been  less 

than  one-half  the  amount  stated  in  the  illustration.  *  *  *  Ad¬ 
vertising  literature  should,  so  far  as  possible,  deal  with  present 
conditions  and  illustrations  of  results  should  be  drawn  from  recent 
settlements  under  policy  contracts  which  were  of  the  same  general 
character  as  those  now  lawfully  issued  in  this  State.’’ 

Memorandum  of  Cost  Approved 

Extract  from  a  letter  dated  June  25,  1910,  from  the  Superintendent  to  the 

Union  Central  Life  Insurance  Company. 

“  Your  favor  of  the  23d  inst.,  submitting  for  approval  ‘  a 
memorandum  of  cost  ’,  is  received.  I  would  advise  you  that  a 
statement  worded  as  follows  would  be  approved  by  me :  ‘  First 
dividend  at  end  of  second  year  on  basis  of  dividend  paid  in  1910 

on  issues  of  1908,  should  be  about -  (stating  the  actual 

dividend  paid).’  ” 
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“  Partnership  Proposition  ”  Showing  Actual  Dividends  Paid  May 

be  Circulated 

Extract  from  letter  dated  October  31,  1910,  from  the  Superintendent  to  the 
Northwestern  Mutual  Life  Insurance  Company. 

“  Your  favor  of  the  28th  inst.,  enclosing  a  proposed  ‘  partner¬ 
ship  proposition  7  to  be  used  in  soliciting  partnership  insurance 
among  large  firms  in  your  city,  is  received. 

In  my  opinion  dividend  estimates  based  upon  the  actual  divi¬ 
dends  your  company  is  paying  and  shall  arrange  to  pay  upon  the 
form  of  policy  in  question  are  not  such  as  are  prohibited  by  section 
60  of  the  Insurance  Law ;  the  prohibition  applies  to  false  estimates 
only,  ‘  misrepresentations.7  77 

Comparative  Reports  of  Various  Life  Insurance  Companies  May 

be  Circulated 

Extract  from  letter  dated  May  31,  1911,  from  the  Superintendent  to 

Goldberg  &  Erenstoft,  New  York. 

“*  *  *  You  state: 

‘A  client  of  ours  is  considering  the  advisability  of  rendering  comparative  re¬ 
ports  of  the  various  life  insurance  companies  to  those  considering  the  taking 
of  insurance  out  of  one  company  or  another  *  *  *.  Our  said  client  has  no 

connection  at  present  with  any  insurance  company.’ 

At  this  time  I  should  not  consider  the  making  of  such  reports 
a  violation  of  law.77 

Circular  Letter  of  Feb.  21,  1913,  in  re  “  C omparisons  of 

Dividends  ” 

“  Owing  to  the  many  inquiries  relating  to  comparisons  of  divi¬ 
dends  which  have  been  made  of  late  by  life  insurance  agents  and 
others  it  is  thought  best  to  advise  you  that : 

‘  This  Department  holds  that  any  comparison  which  purports  to  give  the 
net  cost  or  other  benefits  to  be  had  in  the  future,  such  comparison  being  be¬ 
tween  two  or  more  companies  transacting  business  in  this  State,  must  be  com¬ 
plete.  If  such  comparison  is  incomplete  it  is  misleading  within  the  terms  of 
section  GO  of  the  Insurance  Law  of  this  State,  and  is,  therefore,  prohibited. 
k  comparison  to  be  complete  must  give  all  of  the  benefits,  non-forfeiture  or 
otherwise,  the  reserve  basis  and  in  the  case  of  non-participating  companies, 
proper  value  should  be  given  to  the  saving  of  excess  premiums  in  the  early 
years,  if  any.’ 
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The  Department  trusts  that  the  various  companies  and  their 
agents  will  comply  with  the  spirit  and  letter  of  this  ruling ;  kindly 
acknowledge  receipt.” 

Comparisons  of  Future  Net  Cost  Must  be  Complete 

Extract  from  letter  dated  February  28,  1913,  from  the  Superintendent  to  the 
Connecticut  General  Life  Insurance  Company. 

In  reply  to  your  favor  of  the  25th  inst.  I  would  state  that  if 
you  will  read  the  ruling  of  the  Department  carefully,  you  will 
find  that  it  only  applies  to  net  cost  in  the  future.  This  Depart¬ 
ment  has  no  objection  to  comparison  of  net  cost  in  the  past,  if  it 
is  not  done  for  the  purpose  of  twisting  business,  but  if  your  com¬ 
pany  desires  to  compare  the  cost  of  a  policy  in  your  company  in  the 
future  with  that  of  another  company,  you  must  give  a  complete 
comparison  as  to  all  benefits.  The  dividend  comparisons  published 
both  by  the  Spectator  Company,  Elitcraft  and  others,  as  I  under¬ 
stand  it,  are  in  comparison  as  to  past  facts  and  not  future  estimates. 

Idem 

Extract  from  letter  dated  February  28,  1913,  from  the  Superintendent  to  the 

Home  Life  Insurance  Company. 

Your  favor  of  the  25th  inst.  received,  and  in  reply  to  the  same 
I  would  state  that  the  ruling  of  this  Department  only  applies  to 
comparison  of  the  future  net  cost  and  had  no  reference  to  com¬ 
parisons  of  past  net  cost.  Section  60  prohibits  misleading  esti¬ 
mates,  and  this  Department  ruled  that  an  incomplete  com¬ 
parison  of  net  cost  was  a  misleading  estimate.  The  schedules  of 
dividends  paid  in  the  past,  published  in  the  Department’s  report 
and  other  reports  and  publications,  are  not  objectionable,  unless 
they  are  used  in  an  effort  to  twist  policies. 

Estimate  of  Future  Dividends  Must  be  Given  in  Detail 

Extract  from  letter  dated  February  27,  1913,  from  the  Superintendent  to 

F.  S.  Eggleston. 

“  In  reply  to  your  favor  of  the  24th  inst.  I  would  state  that 
if  the  Phoenix  Life  Insurance  Company  of  Hartford,  or  its  agents, 
make  any  statement  estimating  future  dividends,  it  must  state 
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them  in  detail,  giving  the  amount  of  the  dividend  for  the  first  and 
succeeding  years  for  as  long  a  term  as  is  estimated.  This  will  give 
the  policyholder  who  purchases  the  policy  an  opportunity  to  check 
up  company’s  estimate  as  soon  as  it  commences  paying  dividends.” 


TT  ords  “  N on-renewable  ”  “  N on-convertible  ”  Must  be  Used  When 
Term  Form  Does  Not  Provide  for  Renewal  or  Conversion 

(See  ruling  of  Jan.  15,  1913,  new  section  101,  p.  356.) 


SUB.  2.  TWISTING 

Misrepresentations  of  Agent  Concerning  Policies  of  Another 

Company 

Extract  from  an  opinion  by  the  Superintendent,  dated  July  8,  1909,  in  the 

matter  of  Burr. 

“  Section  60  of  the  law  was  enacted  to  prevent  the  unsettling 
of  insurance  already  written.  If  enforced,  it  protects  the  business 
of  companies  from  raids  from  unscrupulous  agents  of  other  com¬ 
panies  on  policies  already  in  force  and  it  also  protects  the  insured 
from  the  loss  which  inevitably  follows  the  lapsation  of  insurance 
in  any  reputable  company.  The  only  one  who  really  gains  by  the 
process  of  shifting  insurance  of  some  years’  standing  from  one 
such  company  to  another  is  the  agent  who  is  making  his  commis¬ 
sion  in  the  transaction.  It  is  confusing  and  difficult  enough  for 
the  ordinary  layman  to  come  to  a  conclusion  regarding  his  in¬ 
surance  amid  the  persistent  and  conflicting  advice  to  which  he  is 
subjected  from  resourceful  and  eloquent  agents  as  soon  as  he 
shows  the  first  symptoms  of  becoming  a  willing  and  select  risk. 
But  when  he  has  solved  the  problem  once  to  his  satisfaction  and 
has  deliberately  chosen  his  company  and  become  insured  therein, 
the  least  that  can  be  asked  is  that  he  be  left  to  pay  his  premiums 
and  enjoy  his  insurance  in  peace.  If,  however,  this  is  asking  too 
much  of  an  over  zealous  agent  who,  driven  by  an  ever  compelling 
desire  to  earn  a  commission,  must  argue  and  argue  with  him  to 
change  his  insurance  to  the  particular  company  he  represents,  then 
the  least  the  Department  can  do  to  help  maintain  normal  condi¬ 
tions  in  the  insurance  field  is  to  insist  in  a  very  positive  manner 
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that  nothing  but  the  unadorned  truth  will  he  tolerated  from  such 
agents  engaged  in  this  so-called  ‘  readjusting  ’  business.  This  it 
intends  to  do.” 

Business  Belongs  to  Company;  Expirations  to  Agent 

Extract  from  letter  dated  November  14,  1912,  from  the  Superintendent  to 

William  H.  Bell. 

“  This  acknowledges  your  letter  of  November  8th,  with  refer¬ 
ence  to  the  respective  rights  of  agents  and  companies  in  the  busi¬ 
ness  of  insurance  placed  by  the  agents  with  the  companies,  with 
particular  respect  to  health  and  accident  policies. 

“  It  is  our  view  that  when  a  company  has  paid  a  commission 
for  a  policy  or  policies  of  insurance,  the  business  belong  to  the 
company  for  the  period  of  the  insurance  covered  by  the  policy; 
and  that,  while  the  ‘  expirations  ’  belong  to  the  agent,  fair  dealing 
forbids  an  agent  to  disturb  or  twist  such  business  before  its 
expiration.” 

Section  70  —  Incorporation 

SUB.  1.  INSURANCE  UPON  LIVES  OR  HEALTH 

Insurance  Against  Disability  or  Disablement  Distinguished  from 

Accident  Insurance 

Extract  from  letter  dated  April  9,  1909,  from  the  Attorney-General  to  the 

Superintendent  of  Insurance. 

a  *  *  *  Subdivision  1  of  §  70,  under  which  the  Liberty 

Life  Insurance  Company  is  incorporated,  provides  that  corpo¬ 
rations  formed  under  its  provisions  may  write  the  following  kinds 
of  insurance: 

‘  1.  Upon  the  lives  or  the  health  of  persons  and  every  insurance 
appertaining  thereto  and  to  grant,  purchase  or  dispose  of 
annuities.’ 

*  ********* 

It  is  *  '*  *  my  opinion  that  the  Liberty  Life  Insurance 

Company,  under  subdivision  1  of  §  70,  has  the  right  to  issue  poli¬ 
cies  or  to  reinsure  outstanding  policies  of  other  companies  which 
indemnify  the  insured  against  disability  or  disablements  from 
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whatever  cause  resulting,  so  long  as  accident  insurance  as  such  is 
not  issued  *  * 

(See  Op.  A.  G.  Feb.  23,  1909,  §  2*2.) 

Life  Insurance  Policy  May  Have  Attached  Health  Insurance 

Rider 

Ruling  of  November  3,  1909. 

“  Companies  organized  under  subdivision  1,  of  section  70,  may 
attach  to  their  life  insurance  policies  health  insurance  riders.” 

Authorized  and  Prohibited  Risks 

Charter  of  foreign  life  and  accident  company  construed  strictly 
against  incorporators ;  where  special  powers  are  given  under  special 
act,  powers  are  not  enlarged  by  general  act. 

(See  Op.  A.  G.  ISTov.  17,  1892.) 

Idem 

Foreign  mutual  life  company  may  not  he  admitted  to  do  business 
as  a  stock  company. 

(See  Op.  A.  G.  July  2,  1895.) 

Idem 

Undertakers  and  medicinal  supply  company  may  incorporate 
under  sub.  1  of  section  70. 

(See  Op.  A.  G.  Aug.  19.  1895.) 

Idem 

Life  insurance  company  may  not  insure  invalid  lives. 

(See  Op.  A.  G.  Oct.  10,  18-95.) 

Idem 

Foreign  life  and  trust  company  combining  hanking  with  a  con¬ 
tract  of  insurance  may  not  he  admitted. 

(See  Op.  A.  G.  May  14,  1896.) 

Automobile  Collision  Contracts  Authorized  Under  Sections  70 

and  150 

Extract  from  letter  dated  March  14.  1908,  from  the  Attorney-General  to 

the  Superintendent  of  Insurance. 

“  It  is  my  opinion  that  such  insurance  is  permitted  by  com¬ 
panies  incorporated  under  section  70  and  (or)  section  150,  but 
not  by  those  incorporated  under  section  110.” 
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Section  71  —  Completion  of  Organization 

Reduction  of  Capital  Stock 

Right  to  reduce  capital  stock  not  limited  to  cases  where  capital 
stock  has  been  paid  in. 

(See  Op.  A.  0.  Feb.  9,  1903.) 

Subscription  to  Capital  Stock  Prior  to  Admission 

Subscription  to  capital  stock  subsequent  to  filing  declaration 
prior  to  admission  allowed. 

(See  Op.  A.  G.  Aug.  6,  1903.) 

Excess  Deposits  May  Be  Returned 
The  Superintendent  of  Insurance  has  authority  to  return  to  a 
life  insurance  company  securities  on  deposit  with  him  in  excess  of 
the  amount  required  by  the  statute  to  be  so  deposited.  Distinction 
between  old  and  amended  law  with  reference  to  return  of  excess 
deposits  pointed  out. 

(See  Op.  A.  G.  July  1,  1909.) 

Section  83  —  Distribution  of  Surplus  to  Policyholders 

SUB.  1.  ANNUAL  DIVIDEND  POLICIES 

Word  “ Issued  ”  as  Used  in  Sections  83  and  102,  Synonymous 
with  “  Written ”  as  Used  in  Section  103 

Extract  from  letter  dated  January  8,  1907,  from  the  Superintendent  to  the 

Provident  Savings  Life  Assurance  Society. 

*  Your  statement :  ‘  That  the  meaning  of  the  word 
issued  as  used  in  the  Armstrong  Amendments  (in  §§  83  and 
102),  imports  a  different  act  from  the  act  of  delivery  which  by  the 
terms  of  the  contract  would  give  the  policy  its  legal  inception 
and  is  used  synonymously  with  the  word  written ,  as  used  in 
insurance  parlance  and  in  section  103  of  the  law,’  is,  in  my 
opinion,  correct.” 

SUB.  2.  DEFERRED  DIVIDEND  POLICIES 

Deferred  Dividend  Policies  Cannot  be  Issued  at  Home  or  Abroad 

After  January  1,  1907 

Extract  from  letter  dated  December  3,  1906,  from  the  Superintendent  to  the 

Germania  Life  Insurance  Company. 

“  Policies  with  deferred  dividend  periods  as  mentioned  in  V. 
of  your  letter  cannot  be  issued  at  home,  or  abroad,  after  January 
1,  1907.  See  section  83  of  the  Insurance  Law.” 
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Deferred  Dividend  Policies  Issued  Prior  to  January  1,  1907, 
Not  Affected  by  Provisions  of  the  Law 

Extract  from  letter  dated  February  15,  1907,  from  the  Superintendent  to 

the  Editor  of  The  World’s  Work. 

“  Your  favor  of  the  14th  instant,  relating  to  deferred  dividend 
policies  issued  prior  to  the  passage  of  the  insurance  laws  of  1906, 
is  received.  *  *  * 

The  provision  of  section  83,  requiring  distribution  of  surplus 
to  be  made  annually,  applies  to  policies  issued  on  and  after  the 
1st  day  of  January,  1907.  *  *  *  ” 

(See  extract  from  letter  dated  August  16,  1906,  from  the 
Superintendent  to  “  The  Western  Underwriter,”  §  97,  sub.  1.) 

Deferred  Dividend  Policy  Issued  Prior  to  January  1,  1907,  May 

be  Changed  to  Endowment  Policy 

Extract  from  letter  dated  April  23,  1907,  from  the  Superintendent  to  the 

Home  Life  Insurance  Company. 

“*  *  *  You  ask  for  a  decision  on  the  following  point: 

4  in  the  case  of  a  limited  payment  life  or  ordinary  life  policy  issued 
prior  to  January  1,  1907,  with  a  deferred  dividend  period,  will  the  company 
be  violating  either  the  spirit  or  the  letter  of  the  law  if,  upon  request,  the 
original  policy  is  changed  to  an  endowment  policy  for  the  same  amount,  the 
changed  form  of  policy  bearing  the  same  date  as  the  original  and  the  premium 
consideration  being  that  for  the  age  at  which  the  policy  was  originally  issued 
with  a  deferred  dividend  period  for  the  same  term  of  years  as  the  original 
policy?  ’ 

I  am  of  the  opinion  that  the  change,  as  stated,  may  be  made.” 

Deferred  Dividend  Policy  Issued  Prior  to  January  1,  1907,  May 
be  Exchanged  for  Another  Form  with  Saine  Deferred  Divi¬ 
dend  Period 

Extract  from  letter  dated  August  14.  1908,  from  the  Superintendent  to  the 

Fidelity  Mutual  Life  Insurance  Company. 

“  Your  favor  of  the  13th  inst.  is  received.  You  state: 

4  We  would  be  pleased  to  have  your  ruling  with  reference  to  changes  which 
are  sometimes  desired  in  policies  issued  prior  to  January  1,  1907.  It  some¬ 
times  happens  that  a  policyholder  insured  under  a  policy  which  by  its  terms 
defers  the  distribution  of  surplus  to  some  future  date  more  than  one  year 
beyond  the  date  of  issuance  of  the  policy,  desires  to  have  the  same  changed 
to  another  plan,  the  changed  policy  to  be  issued  as  of  the  same  original  date 
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and  age.  To  illustrate:  There  may  be  a  policyholder  having  an  ordinary  life 
policy  with  dividends  deferred  for  twenty  years,  issued  five  years  ago,  who 
now  desires  to  have  the  same  changed  to  20-payment  life  or  20-year  endow¬ 
ment,  the  changed  policy  to  be  in  all  respects  the  same  as  if  it  had  been 
applied  for  and  issued  five  years  ago,  and  containing  the  same  provisions  as 
to  deferring  dividends.’ 

To  this  my  answer  is  that  a  deferred  dividend  policy  issued 
prior  to  January  1,  1907,  may  after  that  date  he  exchanged  for 
another  form  of  policy  with  the  same  deferred  dividend  period, 
written  on  the  original  age  and  date  of  issue.’’ 

SUB.  3.  EXISTING  DEFERRED  DIVIDEND  POLICIES 

Sums  Held  for  Account  of  Existing  Deferred  Dividend  Policies 

Shall  he  Set  Aside  Annually 

Extract  from  letter  dated  January  25,  1907,  from  the  Superintendent  to 

Mr.  H.  R.  Lawford. 

“  Section  83  provides  for  the  ascertainment  and  distribution 
annually  of  its  proportion  of  the  surplus  to  every  policy  issued  on 
and  after  Jan.  1,  1907.  It  also  provides  for  the  setting  aside 
annually  of  ‘  such  sums  as  may  properly  he  held  for  account  of 
existing  deferred  dividend  policies.’  ” 

SUB.  4.  SURPLUS  —  EARNED  OR  SAVED 

Deferred  Dividend  or  N on-participating  Plan  in  Mutual  Com¬ 
pany  Issued  in  1906,  Not  Completed  Until  1907 

(See  letter  dated  November  27,  1906,  from  the  Superintendent 
to  Hew  York  Life  Insurance  Company,  appearing  under  §  101, 
sub.  1  (old),  standard  policy  form.) 

Surplus  Earned  During  Year  Need  Not  he  Ascertained  Until 

End  of  the  Year  1907 

Extract  from  letter  dated  November  28,  1906,  from  the  Superintendent  to  The 

Mutual  Life  Insurance  Company. 

“  I  am  clearly  of  the  opinion  that  the  sentence:  1  Upon  the 
thirty-first  day  of  December  of  each  year,  or  as  soon  thereafter 
as  may  he  practicable,  every  corporation  shall  well  and  truly  ascer¬ 
tain  the  surplus  earned  by  such  corporation  during  said  year  ’ 
does  not  apply  to  the  present  year;  it  does  not  become  applicable 
until  the  end  of  the  year  1907.” 
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When  Declared  Dividends  Considered  a  Liability 

Upon  examination.  Superintendent  must  regard  declared  divi¬ 
dends  as  a  liability. 

(See  Op.  A.  G.  June  20,  1906.) 

Idem 

Dividends  for  1905,  credited  during  that  year  to  several  poli¬ 
cies,  but  not  paid,  should  be  considered  a  liability  of  the  company, 
if  the  company  had  surplus  when  such  dividends  were  credited. 

(See  Op.  A.  G.  June  1,  1907.) 

Policyholders  May  Mot  be  Discriminated  Against 

Life  insurance  company  should  not  discriminate  among  policy¬ 
holders  in  distribution  of  profits. 

(See  Op.  A.  G.  June  8,  1908.) 

No  Surplus  Paid  or  Credited  on  Policy  Unless  Saved  or  Earned 

Extract  from  letter  dated  June  7,  1909,  from  the  Superintendent  to  the  Provi¬ 
dent  Life  and  Trust  Company. 

“  Of  course,  if  there  be  no  ‘  surplus  to  divide  at  the  end  of  the 
first  year/  or  any  other  year  in  the  life  of  a  policy,  there  will  be 
nothing  paid  on  or  credited  to  it.” 

Policy  Cannot  Defeat  Right  of  Election  to  Direct  Manner  in 

Which  Dividends  Shall  be  Paid 

Ruling  of  September  4,  1909. 

“  Certain  policy  forms  which  were  submitted  contained  a  pro¬ 
vision  :  ‘  That  unless  used  as  provided  for,  all  distributions  of  sur¬ 
plus  shall  remain  in  the  hands  of  the  company.’  The  ruling 
thereon  was  as  follows :  ‘  The  use  of  the  word  shall  in  forms 

7,  8,  9,  29  and  37  in  the  clause  relating  to  the  distribution  of  sur¬ 
plus,  is  deemed  objectionable  for  the  reason  that  it  indicates, 
primarily,  an  obligation  on  the  part  of  the  policyholder  to  leave 
the  dividends  with  the  company  without  electing  annually  the 
manner  in  which  such  dividends  shall  be  applied,  as  required 
by  the  terms  of  section  83  of  the  Insurance  Law.  In  such  a 
matter  the  practice  of  a  company  should  conform  to  the  statute 
and  the  substitution  of  the  word  may  in  place  of  the  word  shall 
will  more  nearly  meet  the  requirements  of  section  83.’  ” 
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Paid-Up  Clause  Not  Defeating  Options  May  be  Used 

Extract  from  letter  dated  August  16,  1910,  from  the  Superintendent  to 

Messrs.  Hanson  &  Dickson. 

“  You  ask : 

‘If  a  policy  containing  such  a  clause  as  —  upon  default  in  the  payment 
of  any  premium,  this  policy  will  be  binding  upon  the  company  as  participat¬ 
ing  paid-up  insurance  for  a  reduced  amount,  payable  at  the  same  time  and 
on  the  same  conditions  as  under  the  original  contract  —  or  one  similar  thereto, 
may  lawfully  be  issued  in  this  State,  at  the  present  time,  by  a  New  York  or 
Massachusetts  life  insurance  company.’ 

To  this  mv  answer  is,  yes,  in  connection  with  ‘  the  options  to 
which  the  policyholder  is  entitled  in  the  event  of  default  in  a 
premium  payment  after  three  full  annual  premiums  shall  have 
been  paid/'  ” 

Payment  of  Dividend  May  be  Made  Contingent  upon  Payment 

of  Second  Annual  Premium 

Extract  from  letter  dated  February  21,  1911,  from  the  Superintendent  to 
The  Union  Central  Life  Insurance  Company. 

“*  *  *  You  state: 

‘  We  propose  paying  a  dividend  at  the  end  of  the  first  year  on  policies 
issued  in  1911  and  will  be  obliged  for  an  expression  of  your  opinion,  whether 
under  the  New  York  laws  such  first  year  dividend  may  be  made  contingent 
upon  the  payment  of  the  second  annual  premium.’ 

I  would  advise  you  that  there  is  nothing  in  the  Insurance  Law 
to  prevent  such  payment  of  dividend.” 

No  Provision  in  the  Insurance  Law  by  Which  Life  Companies 
Would  be  Bound  to  Pay  Dividends  at  the  End  of  the  First 
Year 

Extract  from  letter  dated  September  25,  1911,  from  the  Superintendent  to 

R.  C.  Hunter. 

“  *  *  *  There  is  no  provision  in  the  Insurance  Law  of  this 

State  by  which  ‘  all  life  insurance  companies  issuing  policies  in 
your  (this)  State  would  be  bound  under  the  law  to  pay  a  dividend 
at  the  end  of  the  first  year.” 

Section  83  provides  that: 

‘  Except  as  herein  provided,  every  domestic  life  insurance  corporation  here¬ 
tofore  or  hereafter  organized,  whether  incorporated  by  special  act  or  under 
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a  general  statute,  anything  in  its  charter  or  certificate  of  incorporation  or 
in  such  special  act  or  general  statute  to  the  contrary  notwithstanding,  shall 
provide  in  every  policy  issued  on  or  after  the  first  day  of  January,  nineteen 
hundred  and  seven,  that  the  proportion  of  the  surplus  accruing  upon  said 
policy  shall  be  ascertained  and  distributed  annually  and  not  otherwise.’ 

New  section  101,  subdivision  5,  provides  that  policies  issued  on 
and  after  January  1,  1910,  shall  contain  ‘A  provision  that  the 
policy  shall  participate  in  the  surplus  of  the  company  annually.’ 
This  agrees  with  the  clause  relating  to  participation  in  the  standard 
forms  of  policies  provided  for  by  old  section  101. 

You  will,  of  course,  bear  in  mind  the  fact  that  a  ‘  dividend  ’  can¬ 
not  lawfully  be  declared  unless  ‘  the  surplus  accruing  upon  said 
policy  ’  is  sufficient  to  warrant  it.” 

SUB.  7.  FOREIGN  CORPORATION,  PARTICIPATING  POLICY 

Foreign  Company  Must  Provide  for  Distributing  Surplus  An¬ 
nually  in  All  Participating  Policies  (Industrial  or  Ordinary) 

Issued  or  Delivered  by  It  in  This  State 

Extract  from  letter  dated  January  3,  1907,  from  the  Superintendent  to  the 
Columbian  National  Life  Insurance  Company. 

“  Section  83  of  the  Insurance  Law  provides  that: 

‘A  foreign  life  insurance  corporation  which  shall  not  provide  in  every 
participating  policy  issued  or  delivered  in  this  State  on  or  after  the  first 
day  of  January,  nineteen  hundred  and  seven,  that  the  proportion  of  the 
surplus  accruing  upon  said  policy  shall  be  ascertained  and  distributed  annu¬ 
ally  and  not  otherwise,  and  which  shall  not  ascertain  and  distribute  the 
surplus  accruing  upon  said  policies  annually  either  by  providing  for  their 
payment  in  cash  or  their  application  to  the  payment  of  premiums  or  to  the 
purchase  of  paid-up  additions  or  for  their  accumulation  as  above  provided 
in  the  case  of  domestic  corporations  shall  not  be  permitted  to  do  business 
within  this  State.’ 

This  provision  applies  to  1  every  participating  policy  issued  or 
delivered  in  this  State  ’  by  a  foreign  life  insurance  company  on 
or  after  January  1,  1907,  regardless  of  the  fact  whether  it  is  an 
industrial  or  an  ordinary  policy.” 

Automatic  Feature  of  Applying  Dividends  A  ot  Compulsory  on 

Foreign  Life  Insurance  Companies 

Extract  from  Opinion  of  Department  Counsel,  dated  October  25,  1909. 

“  The  question  of  whether  a  foreign  life  insurance  company, 
doing  a  participating -business,  will  be  permitted  to  issue  policies 
in  this  State,  which  do  not  provide  for  the  so-called  automatic 
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feature  of  applying  the  annual  dividend  to  the  purchase  of 
paid-up  additions  in  case  the  policyholder  does  not  affirmatively 
elect  the  manner  in  which  he  desires  his  dividends  applied,  has 
been  referred  to  me  for  opinion.  Inasmuch  as  the  main  purpose 
of  the  section  is  to  secure  annual  distribution  in  one  of  the  four 
ways  mentioned,  and  inasmuch  as  the  four  ways  are  set  forth 
specifically  for  the  guidance  of  domestic  companies,  it  is  my 
opinion  that  the  words  quoted  have  reference  to  such  method  of 
distributing  surplus  applicable  to  dividends  rather  than  to  that 
part  of  the  section  providing  for  the  automatic  feature  and,  in 
my  judgment,  the  Department  would  be  justified  in  permitting 
foreign  life  insurance  companies  to  do  business  in  this  State  whose 
participating  policies  provide  that  the  dividends  shall  be  ascer¬ 
tained  and  divided  annually  in  one  of  such  four  ways.” 

Section  84  —  Valuation  of  Policies 

SUB.  1.  VALUATION  OF  POLICIES 

Valuation  of  insurance  policies  under  new  provisions  of  sec¬ 
tion  84. 

(See  Op.  A.  G-.  June  11,  1906.) 

Idem 

Company  should  be  charged  with  special  reserve  as  a  liability 
where  it  appears  that  the  company  upon  reorganization  as  a  stock 
company  agreed  to  set  aside  such  reserve. 

(See  Op.  A.  G.  June  1,  1907.) 

Idem 

Select  and  ultimate  method  involves  the  proposition  that  the 
minimum  net  valuation  shall  equal  the  mortality  risk  at  select 
rates  from  the  date  of  valuation  to  date  when  next  premium 

falls  due. 

(See  Op.  A.  G.  Xov.  21,  1907 ;  Jan.  27,  1908.) 

SUB.  3.  EXTRA  HAZARDS 

i 

“Special  Class ”  Policies  May  be  Valued  on  Table  of  Mortality 

Based  on  Experience  of  a  Company  in  This  Class  of  Business 

Extract  from  letter  dated  August  27,  1006,  from  the  Superintendent  to  Metro¬ 
politan  Life  Insurance  Company. 

“  Section  84  of  the  Insurance  Law  provides  a  legal  minimum 
standard  of  valuation  for  ‘  all  contracts  issued  on  and  after  the 
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1st  day  of  January,  1907.’  It  also  provides  that:  ‘The  Super¬ 
intendent  may  vary  the  standards  of  interest  and  mortality  *  *  * 
in  particular  cases  of  invalid  lives  and  other  extra  hazards,’  etc. 
This  last  provision  will  allow  the  adoption,  for  the  purposes  of 
valuing  your  ‘  special  class  ’  business,  of  a  table  of  mortality 
based  on  the  experience  of  your  company  with  this  class  of  risks. 

Section  88  provides  that  the  surrender  values  of  policies  is¬ 
sued  on  and  after  January  1,  1907,  shall  be  based  on  the  reserves 
computed  according  to  the  standard  adopted  in  accordance  with 
section  84  of  the  Insurance  Law.” 


Valuation  of  Policies  Issued  on  Underaverage  Lives 

Extract  from  letter  dated  November  22,  100(J,  from  the  Superintendent  to 

New  York  Life  Insurance  Company. 

“Your  favor  of  the  21st  inst.,  enclosing  three  forms  of  stand¬ 
ard  life  insurance  policies  modified,  ‘  In  order  to  provide  for  ap¬ 
plicants  who  are  underaverage  risks  by  reason  of  personal  or 
family  history,  physical  condition  or  occupation,’  has  been  re¬ 
ceived.  *  *  * 

As  to  the  valuation  of  this  class  of  policies,  I  am  of  the  opin¬ 
ion  ‘  that  the  reserves  and  the  single  premiums  for  life,  term,  and 
pure  endowment  should  be  those  for  the  true  age  of  the  insured 
plus  the  advance  in  age  for  impairment.’  ” 

Valuation  of  Policies  Issued  in  Semi-Tropical  and  Tropical 

Countries 

Extract  from  letter  dated  September  17,  1900,  from  the  Superintendent  to 

New  York  Life  Insurance  Company. 

“Your  suggestion  that:  ‘  The  standard  for  the  valuation  of 
policies  and  for  single  premiums  for  life,  term,  and  endowment 
be  Sesqui-American  Mortality  for  countries  in  which  the  Semi- 
Tropical  premium  is  charged  and  Double  American  Mortality  in 
countries  where  the  Tropical  scale  is  charged  and  that  where  the 
rate  of  premium  used  in  calculating  the  premium  under  the  origi¬ 
nal  policy  was  3  per  cent.,  the  same  rate  of  interest  be  used  in 
calculating  the  Semi-Tropical  and  Tropical  reserves  on  the  fore¬ 
going  bases  of  mortality,’  is  approved.” 


Extracts  from  Rulings  and  Opinions 


229 


§  84 


Standards  Adopted  by  the  Superintendent  in  Cases  of  Invalid 
Lives  and  Other  Extra  Hazards  to  be  Construed  as  Legal 
Minimum  Standards 

Extract  from  letter  dated  July  26,  1907,  from  the  Superintendent  to  Metro¬ 
politan  Life  Insurance  Company. 

“  You  refer  to  that  provision  of  section  84  of  the  Insurance 
Law  which  authorizes  the  Superintendent  to  vary  the  standards 
of  interest  and  mortality  ‘  in  particular  cases  of  invalid  lives  and 
other  extra  hazards/  and  state : 

‘  The  question  arises  whether  the  standards  adopted  by  the  Superintendent 
in  particular  cases  of  invalid  lives  and  other  extra  hazards  are  to  be  con¬ 
strued  as  minimum  standards.  If  thev  are  not  to  be  construed  as  minimum 
standards,  then  what  Select  and  Ultimate  Table  of  Mortalitv  should  be  used 
to  determine  the  minimum  standard  ?  ’ 

In  reply  I  would  advise  you  that  the  standards  adopted  by 
the  Superintendent  for  the  cases  referred  to  are  to  be  construed 
as  legal  minimum  standards.” 

Valuation  of  Waiver  of  Premium  on  Permanent  Disability 

Extract  from  letter  dated  August  0,  1011,  from  the  Superintendent  to  the 

New  York  Life  Insurance  Company. 

“  *  *  *  In  accordance  with  the  following  provisions  of  section 
84  of  the  Insurance  Law,  c  The  Superintendent  may  vary  the  stand¬ 
ards  of  interest  and  mortality  in  particular  cases  of  invalid  lives 
and  other  extra  hazards/  etc.,  the  Superintendent  adopts  for  the 
valuation  of  waiver  of  premium  on  permanent  disability,  Arthur 
Hunter’s  1  Tables  of  Rates  of  Disability,  and  of  Mortality  among 
Disabled  Lives/  combined  with  American  Experience  Table  of 
Mortality  with  Interest  at  3  per  centum  per  annum.  (See 
Ho.  45  ‘  Transactions  ’  Actuarial  Society  of  America.”) 

Valuation  of  Supplementary  Contracts  for  Waiver  of  Premium 

Extract  from  letter  dated  October  15,  1912,  from  the  Superintendent  to  the 

Metropolitan  Life  Insurance  Company. 

“*  *  *  You  state: 

‘  We  have  the  reserves  issued  by  the  Department  on  Hunter’s  Disability 
Tables  based  upon  3  per  cent,  interest,  which  we  understand  will  be  used  for 
companies  on  the  3 ^  per  cent,  basis,  and  are  accordingly  preparing  to  use 
these  reserves,  but,  unfortunately,  they  are  published  only  for  the  regular 
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kinds  of  policies  such  as  life,  limited  payment  and  endowment.  It  is  there¬ 
fore  necessary  for  us  to  prepare  the  tables  of  reserves  for  those  special  policies 
issued  by  this  company,  such  as  optional  life  or  endowment,  guaranteed  divi¬ 
dend,  etc.,  and  we  ask  your  permission  to  value  these  policies  on  the  basis  of 
the  mean  reserves  obtained  by  increasing  the  twenty  payment  life  mean  re¬ 
serves  for  each  year  in  the  proportion  that  the  net  3 y2  per  cent,  annual  pre¬ 
miums  on  these  policies  bears  to  the  net  3  per  cent,  premium  for  the  twenty 
payment  life  on  the  American  table.  Similarly  for  other  policies  with  the 
premiums  limited  to  twenty  years.  Where  the  premiums  are  limited  to  ten 
and  fifteen  years,  we  propose  the  use  of  the  ratio  of  the  ten  payment  3  per 
cent,  premium  or  fifteen  payment  3  per  cent,  premium.  *  *  * 

We  suggest  this  method  for  use  only  on  our  special  policies,  being  perfectly 
agreeable  to  the  entire  3  per  cent,  reserve  where  that  is  published  on  the  regu¬ 
lar  forms,  and,  furthermore,  we  would  suggest,  that,  if  you  acquiesce  in  this  for 
our  special  policies  on  the  3%  per  cent,  basis,  we  use  the  same  reserve  on  our 
4  per  cent,  policies  issued  prior  to  1901.  As  the  net  premium  on  a  S1/^  per 
cent,  basis  is  higher  than  on  a  4  per  cent,  basis,  we  would  be  on  the  safe  side. 

If  we  receive  your  permission  to  increase  the  limited  life  reserves  in  propor¬ 
tion  to  the  increase  in  premiums,  as  herein  suggested,  we  will  prepare  a  com¬ 
plete  table  of  reserves  for  all  our  special  policies  and  forward  them  to  you 
in  the  near  future.’ 

For  the  purposes  of  the  current  year’s  valuation  the  proposed 
method  of  valuation  has  my  approval.” 


SUB.  4.  FOREIGN  VALUATION 

Valuation  of  life  insurance  companies,  incorporated  under  the 
laws  of  any  State  or  country,  outside  of  the  United  States,  is  upon 
policies  in  force  only  in  this  country. 

(See  Op.  A.  G.  Dec.  28,  1893.) 

Valuation  of  Foreign  Policies  Issued  After  January  1,  1907, 
Must  be  Made  upon  Basis  of  Am.  Ex.  Table  of  Mortality  3% 
per  cent ,  Selcct-and-Ultimate  Method 

Extract  from  letter  dated  April  24,  1907,  from  the  Superintendent  to  the 

Commissioner  of  Insurance  of  Connecticut. 

“  Your  favor  of  the  22nd  inst.,  relating  to  the  last  sentence  of 
section  84  of  the  Insurance  Law  of  this  State,  has  been  received. 
Section  84  provides  that 

‘  The  Superintendent  of  Insurance  shall  annually  make  valuations  of  all 
outstanding  policies,  etc.,  of  every  life  insurance  corporation  doing  business 
in  this  State.  These  valuations  are  to  be  made  on  the  net  premium  basis 
in  accordance  with  certain  prescribed  minimum  standards.  In  the  case  of  a 
corporation  of  any  other  State  the  Superintendent  may,  under  certain  con- 
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ditions,  accept  the  certificate  of  valuation  of  the  Department  of  Insurance 
of  such  other  State  “  if  made  upon  the  basis  and  according  to  the  standards 
herein  required  *  *  ’ 

I  am  of  the  opinion  that  the  certificate  of  valuation  of  the 
Department  of  Insurance  of  another  State,  referred  to  above,  so 
far  as  it  relates  to  policies  issued  on  or  after  January  1,  1907, 
must  be  made  upon  the  basis  and  according  to  the  standards 
set  forth  in  the  section,  American  Experience  Table  of  Mortality 
with  interest  at  3%  per  cent,  per  annum,  Select-and-Ultimate 
method. 

The  sentence  quoted  by  you  provides  that  any  life  insur¬ 
ance  corporation  valuing  its  policies  or  any  class  thereof  (issued 
on  or  after  January  1,  1907),  upon  standards  producing  reserves 
greater  than  those  computed  by  the  legal  minimum  standard,  ‘  in 
every  such  case  shall  report  any  excess  of  its  valuations  over  those 
computed  by  the  said  legal  minimum  standard/  etc. 

I  am  of  the  opinion  that  in  every  such  case  where  a  life  in¬ 
surance  corporation  of  another  State  charges  itself  with  reserves 
‘  greater  than  those  computed  by  the  legal  minimum  standard/ 
the  company,  in  addition  to  the  certificate  referred  to  above,  will 
have  to  furnish,  as  formerly,  a  proper  certificate  of  valuation  by 
the  Department  of  Insurance  of  its  home  State,  based  upon  the 
standards  adopted  by  the  company  and  also  ‘  report  any  excess,* 
etc.,  in  its  annual  statement.” 

Policies  Issued  on  and  After  January  1,  1907,  Must  be  Valued 
According  to  Standards  Talcing  Effect  That  Day 

Extract  from  letter  dated  May  1,  1907,  from  the  Superintendent  to  the  Com¬ 
missioner  of  Insurance  of  Connecticut. 

“  Your  favor  of  the  26th  ult.,  in  further  reference  to  section  84 
of  the  Insurance  Law  of  this  State,  was  received  bv  due  course  of 

mail. 

As  the  section  now  stands,  all  policies  issued  on  and  after 
January  1,  1907,  must  necessarily  be  valued  upon  the  standards 
and  in  accordance  with  the  method  taking  effect  that  day,  in 
order  that  the  excess  of  the  company’s  valuation,  if  any,  over 
that  made  upon  the  legal  minimum  standard  may  be  determined. 
Of  course  this  will  require  that  all  extra  guaranties  shall  be  prop¬ 
erly  valued.” 
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Valuations  of  Policies  by  Another  State  Will  be  Accepted  if 

Made  upon  a  Basis  Which  Would  Give  a  Higher  Reserve 

Extract  from  letter  dated  January  17,  1908.  from  the  Superintendent  to 

Commissioner  of  Insurance  of  New  Jersey. 

“  You  write : 

\  our  State  has  by  law  prescribed  the  Select  and  Ultimate  Table  with  3*4 
per  cent,  interest  as  the  basis  for  valuation  of  all  policies  issued  in  1907 
and  thereafter,  but  as  this  is  the  minimum  standard,  I  assume  that  you  would 
accept  the  valuation  of  another  State  if  made  upon  a  basis  or  bases  which 
would  give  a  higher  reserve.’ 

loin*  assumption  is  entirely  correct  if  valuation  of  policies 
issued  on  and  after  January  1,  1907,  is  made  according  to  the 
American  Experience  Table  at  a  rate  of  interest  not  lower  than 
3  per  cent,  per  annum. 


SUB.  5.  JOINT  LIVES 

Makehamized  Am.  Ex.  Table  May  be  Used  for  Valuation  of 
Joint  Life  and  Last  Survivor  Insurances 

Extract  from  letter  dated  April  3,  1907,  from  the  Superintendent  to  The 
Equitable  Life  Assurance  Society  of  the  United  States. 

“  In  my  opinion  the  Makehamized  American  Experience  Table 
(Hunter’s)  may  be  used  for  the  valuation  of,  and  all  other  pur¬ 
poses  connected  with,  joint  life  and  last  survivor  insurances. 

An  extension  of  the  American  Experience  Table  to  age  0 
has  been  made  by  Mr.  James  M.  Craig  and  a  copy  thereof  is 
enclosed  herewith.  The  use  of  this  extension  for  the  valuation 
of,  and  all  other  purposes  connected  with,  children’s  endowments, 
has  my  approval.” 

Idem 

Extract  from  letter  dated  November  22,  1911,  from  the  Superintendent  to 

B.  R.  Nueske. 

“  *  *  *  Enclosed  herewith  you  will  please  find  copy  of  a 

letter  dated  April  3,  1907,  from  the  Superintendent  to  the 
Equitable  Life  Assurance  Society  of  the  United  States.  The 
table  fixed  for  the  valuation  of  joint  life  and  last  survivor  in¬ 
surances  should  have  been  entitled  the  ‘  Makehamized  American 
Experience  Table  (Hunter’s).’  ” 
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SUB.  6.  TERM  POLICIES 

Select  and  Ultimate  Valuation  of  Term  Policies 

Extract  from  letter  dated  March  19,  1907.  from  the  Superintendent  to  Home 

Life  Insurance  Company. 

“  In  valuing  term  policies,  where  the  reserve  computed  accord* 
ing  to  the  Select  and  Ultimate  method  is  less  than  the  reserve 
upon  a  one-year  term  insurance  computed  according  to  the  Select 
and  Ultimate  method,  the  latter  reserve  should  be  used.” 

SUBS.  7  and  8.  INDUSTRIALS  AND  ANNUITIES 

Standards  of  Valuation  for  Annuities  and  Industrial  Policies 

Extract  from  letter  dated  March  1,  1907,  from  the  Superintendent  to  the 
Secretary  of  the  Actuarial  Society  of  America. 

“  Section  84  of  the  Insurance  Law  of  this  State  contains  the 
following  provision: 

‘  As  soon  as  practicable  after  the  first  day  of  January,  nineteen  hundred 
and  seven,  the  Superintendent  of  Insurance  shall  fix  legal  minimum  standards 
for  the  valuation  of  industrial  policies  and  annuities  which  shall  be  valued 
in  accordance  therewith.’ 

i  would  advise  you  that,  in  accordance  with  said  provision,  I 
have  fixed  as  such  le^al  minimum  standards  for  the  valuation  of 
industrial  policies  the  ‘  Standard  Industrial  Mortality  Table  5  and 
the  ‘  Sub-standard  Industrial  Mortalitv  Tabled  based  on  the  ex- 

%J  7 

perience  of  the  Metropolitan  Life  Insurance  Company,  and  for 
the  valuation  of  annuities,  Entorv  McClintock’s  ‘  Tables  of  Mor- 
tality  among  Annuitants,5  with  interest  at  S^o  Per  centum  per 
annum  in  each  case.'5 

Minimum  Standards  for  Valuation  of  Industrial  Policies  and 
Annuities  Apply  Only  to  Business  Written  on  and  After 
January  1,  1907 

Extract  from  letter  dated  March  11,  1907,  from  the  Superintendent  to  the 

Insurance  Commissioner  of  Pennsylvania. 

“  Replying  to  your  favor  of  the  7th  inst.,  would  state  that  the 
standards  fixed  for  the  valuation  of  industrial  policies  and  an¬ 
nuities  apply  only  to  business  written  on  and  after  January  1, 
1907.  They  may,  however,  be  used  for  issues  prior  to  that  date 
if  a  company  should  so  elect.55 
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Standards  for  Valuation  of  Industrial  and  Intermediate  Annuity 

Contracts 

Extract  from  letter  dated  February  24.  1909,  from  the  Superintendent  of 
Insurance  to  the  Metropolitan  Life  Insurance  Company. 

“  Your  favors  of  the  8th  and  19th  inst.  with  enclosures  relating 
to  your  ‘  request  that  additional  standards  be  fixed  for  the  valua¬ 
tion  of  industrial  and  intermediate  annuity  contracts/  were  re¬ 
ceived  bv  due  course  of  mail. 

1  would  advise  you  that  for  such  purposes  I  have  fixed  the 
Standard  Industrial  Mortality  Table  and  the  Intermediate  Table 
of  Mortality,  with  interest  at  3V2  per  cent,  per  annum,  as  legal 
minimum  standards  of  valuation." 

SUB.  10.  EXCESS  TO  BE  REPORTED 

When  Standard  of  Valuation  Giving  Results  in  Excess  of  Those 
Based  on  the  Minimum  Standards  is  Adopted,  Excess  Must  be 
Reported 

Extract  from  letter  dated  March  G,  1907,  from  the  Superintendent  to  Home 

Life  Insurance  Company. 

“  In  your  favor  of  the  1st  inst.  *  *  *  you  write: 

‘As  this  company  has  decided  to  value  the  policies  issued  by  it  on  and 
after  January  1,  1907,  on  the  full  American  3^>  per  cent.,  we  wish  to  know 
whether  the  new  law  compels  us  to  make  a  second  valuation  of  this  business 
according  to  the  Select  and  Ultimate  plan  and  state  under  its  liabilities  the 
reserve  according  to  the  Select-and-Ultimate  and  the  excess  of  the  full  Ameri¬ 
can  3 y2  per  cent,  over  the  Select-and-Ultimate.’ 

Section  84  of  the  Insurance  Law  of  this  State  provides  that, 
when  a  company  adopts  standards  of  valuation  giving  results  iu 
excess  of  those  based  on  the  minimum  standards  set  forth  in  the 
section,  the  amount  of  such  excess  must  be  reported  by  the  com¬ 
pany  in  its  annual  statement.” 

Idem 

Extract  from  letter  dated  November  6,  1907,  from  Superintendent  to  Home 

Life  Insurance  Company. 

“  You  ask  for  a  ruling  on  the  following  point : 

‘  When  a  company  holds  the  reserve  on  the  full  American  3  per  cent,  must 
it  state  the  excess  of  that  reserve  over  the  American  3  per  cent.  Select-and- 
Ultimate  or  over  the  American  3t4  per  cent.  Select-and-Ultimate  in  order  to 
comply  with  the  requirements  of  section  84?’ 

********** 

I  am  of  the  opinion  that  this  (section  84),  requires  a  state¬ 
ment  of  the  excess  of  the  reserve  valuation  based  on  the  company’s 
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own  standards  over  one  made  in  accordance  with  Select  and 
Ultimate  method  on  the  legal  minimum  standard  American  Ex¬ 
perience  3Y2  per  cent.” 

Double  Valuations ,  and  Reports  of  Excess  Valuation 

Extract  from  letter  dated  December  29,  1908,  from  the  Superintendent  to  the 

Mutual  Benefit  Life  Insurance  Company. 

*  *  *  Provisions  of  our  law  require  double  valuations  of 

all  policies  issued  on  and  after  January  1,  1907,  by  all  companies 
using  standards  and  methods  of  valuation  giving  results  in  excess 
over  those  computed  by  the  legal  minimum  standard  set  forth 
(in  section  84) 

(See  also  rulings  under  §  52.) 

Report  of  Excess  Valuation  Not  Required 

Extract  from  letter  dated  July  8,  1913,  from  the  Superintendent  to  the  New 

York  Life  Insurance  Company. 

“  You  state: 

*  Section  84  of  the  Insurance  Law  has  been  amended  so  as  to  omit  the  words 
“  any  excess  of  its  valuations  over  those  computed  by  the  said  legal  minimum 
standard  and  also.”  In  view  of  this  change,  we  understand  that  it  will  not 
be  necessary  for  us  to  prepare  a  valuation  for  1913  on  the  “  Select  and  Ulti¬ 
mate  ”  basis.’ 

Your  understanding  of  the  effect  of  the  change  referred  to  is 
correct.” 

Section  85  —  When  Actual  Premium  is  Less  Than 

Net  Premium 

Where  a  company  has  so  circumstanced  a  portion  of  its  policies 
that  sections  52  and  84  are  inadequate,  section  85  applies. 

(See  Op.  A.  G.  June  1,  1907.) 

Section  86  —  What  Shall  be  Allowed  as  Assets;  Im¬ 
pairment  of  Capital  Stock 

Method  of  Computing  Reserve  by  Companies  Writing  Liability 

Insurance 

Instructions  sent  December  31,  1909,  to  all  companies  writing  liability  insur¬ 
ance  under  subdivision  3,  section  70,  reporting  to  the  Department. 

“  Tt  appears  that  some  of  the  liability  companies  issue  work¬ 
men’s  collective  (workmen’s  wage)  or  workmen’s  indemnity  poli¬ 
cies  and  employers’  liability  policies  on  the  same  risk  or  plant. 
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In  all  cases  where  the  two  classes  of  insurance  are  carried  on 
the  same  risk,  all  notices  of  injury  received,  whether  at  the  lia¬ 
bility  claim  department  or  any  other  department  or  agency,  must 
be  treated,  for  the  purpose  of  computing  the  liability  loss  reserve 
provided  for  in  section  86  of  the  Insurance  Law,  as  notice  of 
injury  received  under  liability  policies  unless  it  is  definitely 
known  that  the  accident  occurred  outside  the  hours  or  the  terri¬ 
tory  covered  by  the  employers'  liability  policy,  although  the 
notices  may  only  result  in  payments  within  the  limit  of  the  work¬ 
men's  collective  or  indemnity  policies. 

The  utmost  deduction  which  can  be  allowed  for  payments 
on  these  notices  will  be  the  amount  of  the  excess  of  the  payment 
over  the  payment  required  by  the  workmen’s  collective  or  indem¬ 
nity  policy.  To  illustrate:  Suppose  a  workmen’s  collective 
policy  providing  for  half  wages  is  issued,  covering  the  employees 
in  a  factory  where  the  employer  also  carries  a  liability  policy  in 
the  same  liability  company.  Any  notices  received  under  the 
workmen’s  collective  policy  must  also  be  treated  as  notices  re¬ 
ceived  under  the  liability  policy.  If  an  accident  should  only  re¬ 
sult  in  a  payment  of  the  amount  required  by  the  workmen’s 
collective  policy  no  deduction  should  be  made  in  computing  the 
loss  reserve,  although  the  notice  reserve  must  be  charged.  If  the 
accident  should  result  in  a  payment  in  excess  of  the  amount  re¬ 
quired  under  the  workmen's  collective  policy,  the  excess  may  be 
deducted.  For  example,  if  the  payment  under  the  workmen’s  col¬ 
lective  is  $40.00  and  $5.00  extra  is  paid  to  obtain  a  full  release, 
then  $5.00  can  be  used  as  a  deduction  in  computing  the  loss  re¬ 
serve.” 


Section  88  —  Surrender  Value  of  Lapsed  or  Forfeited 

Policies 

SUB.  9.  DOMESTIC  CORPORATIONS.  NEW  POLICIES 

Amendments  as  to  Surrender  Values  Do  Not  Apply  to  Foreign 

Life  Insurance  C ompanies 

Extract  from  letter  dated  June  14.  1900.  from  the  Superintendent  to  the 

Assistant  Secretary  of  State  for  Louisiana. 

“It  is  our  understanding  that  the  Special  Legislative  Investi¬ 
gating  Committee  did  not  apply  the  amendments  as  to  surrender 
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values  to  foreign  life  insurance  companies  for  the  reason  that 
section  88,  as  existing  before  the  amendments  of  this  year,  applies 
specifically  to  domestic  companies.  Further,  that  the  arguments 
presented  to  the  Committee  at  the  time  of  the  public  hearings, 
calling  attention  to  comity  between  states,  impressed  the  Com¬ 
mittee  with  the  idea  that  it  would  be  best  to  follow  the  policy  of 
the  old  law  in  applying  the  new  provisions.” 

Cash  Surrender  Values  May  he  Included  in  Policy  Contracts 

Extract  from  letter  dated  July  9,  1906,  from  the  Superintendent  to  Metro¬ 
politan  Life  Insurance  Company. 

“  There  is  nothing  in  the  laws  of  this  State  to  prohibit  the  in¬ 
clusion  of  cash  surrender  values  in  policy  contracts.” 

Surrender  Values  Prescribed  in  Law  are  Minimum  Values  and 

Larger  Values  May  he  Allowed 

Extract  from  letter  dated  July  26,  1906,  from  the  Superintendent  to  The 

Washington  Life  Insurance  Company. 

“  Your  favor  of  the  2Tth  inst.  relating  to  the  surrender  values 
which  may  be  allowed  for  life  insurance  policies  issued  on  and 
after  January  1,  1907,  has  been  received. 

I  am  clearly  of  the  opinion  that  the  surrender  values,  referred 
to  in  the  third  paragraph  of  section  88  of  the  Insurance  Law,  are 
minimum  values,  and  that  larger  values  may  be  allowed  by  com¬ 
panies.  The  only  limitation  in  the  paragraph  is  that  which  is 
placed  upon  the  surrender  charges  which  may  be  made  by  the 
companies.” 

Surrender  Values  on  “Special  Class'’  Business 

Extract  from  letter  dated  August  27,  1906,  from  the  Superintendent  to  Metro¬ 
politan  Life  Insurance  Company. 

“  Section  88  provides  that  the  surrender  values  of  policies  is¬ 
sued  on  and  after  danuarv  1,  1907,  shall  he  based  on  the  reserves 
computed  according  to  the  standard  adopted  in  accordance  with 
section  84  of  the  Insurance  Law.” 

(See  letter  dated  August  27,  1906,  §  84,  sub.  3.) 

Surrender  Value ,  Substandard  Risk 

(See  Ruling  of  Jan.  12,  1912,  §  101  (new)  sub.  6.) 
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SUB.  18.  WEBER  ANNUITIES  BILL 

Forms  Required  Under  Amended  Section  Must  be  Submitted  to 

Superintendent 

Extract  from  letter  dated  June  2,  1909,  from  the  Superintendent  to  the  Metro¬ 
politan  Life  Insurance  Company. 

“  You  write : 

‘  The  Governor  having  approved  Mr.  Weber’s  bill,  which  we  have  called  the 
annuities  bill,  the  question  arises  whether,  in  order  to  issue  policies,  we  have 
got  to  have  a  new  standard  form  approved  by  the  Department  and  whether, 
in  order  to  be  able  to  approve  it,  the  Department  has  got  to  give  notice  to 
all  the  companies  as  formerly.’ 

To  this  my  answer  is  yes. 

You  further  inquire: 

‘  "1  he  question  we  ask  you  is  whether  we  can  amend  the  standard  form 
already  approved  by  your  Department  by  incorporating  into  it  provisions 
for  proportionate  parts  of  the  paid-up  annuity  without  going  into  the  pre¬ 
scribed  formula  as  to  standard  forms,  notifying  other  companies  and  having 
a  hearing?  In  other  words,  is  not  the  passage  of  this  amendment  sufficient 
authority  for  you  to  approve  the  amendment  to  the  form  already  adopted 
conforming  to  the  new  statute?’ 

To  this  my  answer  is  no.” 

c/ 


Waiver  of  Lapse  or  Forfeiture  Provisions  in  Application  Void 

Ruling  of  August  7,  1909. 

“  In  the  application  blank,  part  2,  the  insured  is  required  to 
make  this  statement:  ‘I  hereby  agree  *  *  *  that  the  provisions 
in  such  policy,  in  case  of  failure  to  pay  premiums,  shall  be  held 
to  be  in  substitution  for  and  in  waiver  of  the  rights  of  all  parties 
hereto  under  any  law  of  any  State  relating  to  the  lapse  or  for¬ 
feiture  of  policies  of  life  insurance.’ 

The  use  of  this  form  in  the  State  of  Hew  York  cannot  be  per¬ 
mitted.  See  sections  88,  92  and  101  (new)  of  the  Insurance 
Law.” 

Section  89  —  Discriminations  Prohibited 

SUB.  1.  CLASS  DISCRIMINATIONS 

Definition  of  the  Word  “  Class  ” 

Extract  from  letter  dated  April  2(1,  1907,  from  the  Superintendent  to  the 
Deputy  Insurance  Commissioner  of  Alabama. 

“  Your  favor  of  the  23d  inst.,  relating  to  the  meaning  of  the 
word  ‘  class/  as  used  in  the  Insurance  Law,  has  been  received. 
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The  first  sentence  of  section  89  of  the  Insurance  Law  of  this 

State  reads  as  follows: 

‘  No  life  insurance  corporation  doing  business  in  this  State  shall  make  any 
discrimination  in  favor  of  individuals  of  the  same  class  or  of  the  same 
expectation  of  life  either  in  the  amount  of  premium  charged  or  in  any  return 
of  premium,  dividends  or  other  advantages.’ 

1  am  of  the  opinion  that,  as  used  in  this  sentence,  the  word 
means  a  number  of  persons  having  certain  characteristics  in  com¬ 
mon,  as  occupation,  education  and  habits  of  life.” 


Writing  Lives  of  Bank  Officials  and  Employees  as  a  Class  at  a 
Lesser  Premium  Falls  Within  Prohibition  of  Section 

Extract  from  letter  dated  May  20,  1907,  from  the  Superintendent  to  Bankers 

Life  Insurance  Company. 

“  You  quote  the  first  sentence  of  section  89  of  the  Insurance 
Law  and  state: 

‘  We  believe  that  the  restriction  quoted  above  does  not  contemplate  pro¬ 
hibiting  us  from  writing  bank  officials  and  bank  employees  as  a  class  at  a 
lesser  premium  than  the  general  risks  assumed  by  the  company,  but  before 
so  doing  we  desire  to  submit  the  matter  to  your  Department  for  its  ruling.’ 

In  mv  opinion  your  contemplated  action  falls  within  the  pro¬ 
hibition  of  the  section.” 


New  $5,000  Ordinary  Life  Policy  of  the  Metropolitan  Life  In¬ 
surance  Company  Does  Not  Violate  Provisions  of  Section 

Extract  from  letter  dated  July  19,  1909,  from  the  Superintendent  to  C.  B.  & 

H.  M.  Taylor. 

“  Your  favor  of  the  15th  inst.,  relating  to  the  new  $5,000 
ordinary  life  policy  of  the  Metropolitan  Life  Insurance  Co.,  has 
been  received. 

The  Department  does  not  consider  that  this  policy  in  itself 
violates  the  provisions  of  section  89  of  the  Insurance  Law;  it  may 
be  had  by  anyone  able  to  pass  the  required  medical  examination 
and  pay  the  premium.” 
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Discriminations  in  Cash  Surrender  Values  and  Paid-Up  Insur¬ 
ance  on  Lapsed  Policies  Within  the  Prohibition  of  the  Sec¬ 
tion 

Extract  from  circular  letter  dated  July  27,  1909,  from  the  Superintendent  to 
each  life  insurance  company  doing  business  in  this  State. 

“At  a  hearing  on  a  recent  examination  *  *  *  the  following 
rulings  were  made,  of  which  your  company  will  please  take  notice : 

**-K-***-5f*** 

“  III.  That  discriminations  between  policyholders  of  the  same 
class  in  the  granting  of  cash  surrender  values  and  paid-up  insur¬ 
ance  on  lapsed  policies  are  interdicted  by  section  89,  though  not 
strictly  paid,  allowed  or  given  as  an  inducement  to  a  person  to 
insured’ 

Failure  to  State  Rate  of  Interest  May  Residt  in  a  Discrimination 

Ruling  of  August  7,  1909. 

“A  definite  rate  of  interest  on  premiums  for  the  period  of 
grace  should  be  stated  in  the  policy.  If  the  rate  of  interest  is 
not  definitely  fixed  bv  the  terms  of  the  policy,  there  is  at  least 
a  possibility  that  the  rate  would  be  varied  in  some  cases,  which 
would  be  a  violation  of  section  89  of  the  Insurance  Law.” 

“No  Discrimination ”  Where  Reserve  Value  of  a  Small  Paid-Up 
Policy  is  Applied  Towards  Purchase  of  New  Insurance 

Extract  from  letter  dated  September  1,  1909.  from  the  Superintendent  to  the 

Manhattan  Life  Insurance  Company. 

“  *  *  *  You  state : 

*  What  we  desire  to  know  is  whether  the  Department’s  third  ruling  implies 
that  section  89  prohibits  the  company  from  applying  in  such  cases  (see 
Head  note),  the  reserve  value  calculated  according  to  the  Am.  4 y2  per  cent, 
to  the  purchase  of  such  new  insurance,  although  such  reserve  value  may  be 
somewhat  larger  than  we  would  regularly  pay  in  cash  for  an  absolute  sur¬ 
render  of  the  paid-up,  provided  that  there  is  no  discrimination  and  that 
every  policyholder  of  the  same  class  has  the  same  opportunity  to  take  the 
new  insurance  and  can  pass  the  same  medical  examination  that  would  be 
required  for  the  revival  of  the  original  policy.’ 

To  this  my  answer  is  no.” 
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Where  a  Privilege  is  Offered  to  Every  Applicant ,  there  is  no 

Discrimination 

Extract  from  letter  dated  December  12,  1910,  from  the  Superintendent  to 

the  New  York  Life  Insurance  Company. 

“*  *  *  You  state: 

4  The  former  practice  of  the  New  York  Life  Insurance  Company  was  to 
extend  to  every  applicant  the  privilege  of  making  the  first  annual  premium 
fall  due  as  of  a  date  prior  to  the  date  of  the  application  whenever  the  insured 
desired  it,  irrespective  of  whether  or  not  it  resulted  in  making  the  rated  age 
of  the  applicant  less  than  the  nearest  full  age  at  the  date  of  the  application, 
and  without  regard  to  whether  the  case  was  a  competitive  one  or  not.  In 
the  majority  of  such  cases  the  request  of  the  applicant  was  made  for  the 
purpose  of  securing  a  policy  on  which  the  premium  would  fall  due  on  the 
date  best  suited  to  his  individual  need.’ 

Where  the  privilege  referred  to  is  offered  to  every  applicant 
‘  irrespective  of  whether  or  not  it  resulted  in  making  the  rated 
age  of  the  applicant  less  than  the  nearest  full  age  at  the  date 
of  the  application  and  without  regard  to  whether  the  case  was  a 
competitive  one  or  not/  in  my  opinion  it  would  not  he  a  dis¬ 
crimination  and  would  not  fall  within  the  prohibition  of  the 
statute.” 

Section  89  Applies  to  Annuities  as  well  as  to  Life  Insurance 

Extract  from  letter  dated  May  1,  1912,  from  the  Superintendent  to  the  Provi¬ 
dent  Life  and  Trust  Company. 

“  *  *  *  You  ask : 

4  Does  section  89  of  the  New  Y"ork  law,  forbidding  discrimination,  apply 
to  annuities  as  well  as  to  life  insurance.’ 

I  am  of  the  opinion  that  for  the  purposes  of  the  section  men¬ 
tioned,  annuities  are  to  be  considered  as  insurances.” 

SUB.  3.  ANTEDATING  POLICIES 

Use  of  “  C”  Forms  for  Antedating  Policies  Prohibited 

Ruling  dated  August  9,  1909. 

“All  the  ‘  C  ’  forms  are  objectionable  for  the  reason  that  the 
policies  are  antedated  for  the  avowed  purpose  of  allowing  the 
policyholder  to  take  advantage  of  the  premium  rate  at  an  age  one 
year  younger  than  his  true  age.  These  ‘  C  ?  forms  cannot  be  ap~ 
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proved  for  use  in  this  State,  since  the  use  of  this  form  would  be 
in  violation  of  both  the  letter  and  the  spirit  of  section  89  of  the 
Insurance  Law,  which  prohibits  discriminations.” 

Dating  Bach  of  a  Life  Insurance  Policy  Prohibited 

Extract  from  a  letter  dated  February  21,  1910,  from  the  Superintendent  to 
the  Columbian  National  Life  Insurance  Company. 

“  The  Department  has  ruled  that  the  dating  back  of  a  life 
insurance  policy  in  order  to  give  the  insured  the  benefit  of  a 
younger  age  is  clearly  discriminatory  and  falls  within  the  pro¬ 
hibition  of  section  89  of  the  Insurance  Law;  that  the  ruling 
applies  to  all  life  insurance  corporations  doing  business  in  this 
State;  that  the  prohibitions  of  section  89  of  the  Insurance  Law 
are  not  limited  to  the  issues  in  this  State  of  a  life  insurance 
corporation  doing  business  in  this  State ;  that  the  law  does  not 
prohibit  dating  back  absolutely;  it  does  prohibit  discrimination; 
and  that  the  ruling  relating  to  dating  back  a  life  insurance  policy 
in  order  to  give  the  insured  the  benefit  of  a  younger  age  does  not 
apply  to  those  cases  of  exchange  of  policies  which  occasionally 
occur  in  the  regular  transaction  of  a  company’s  business.  The 
Department  cannot  undertake  to  advise  life  insurance  agents  as 
to  the  application  of  any  of  these  rulings  to  any  individual  case 
that  may  arise  in  the  transaction  of  an  agent’s  business.  In 
such  case  the  agent  should  be  advised  by  his  own  counsel  or  that 
of  his  company.” 

Giving  of  New  Policy  at  Old  Rate  of  Five  Years  Previous  a 

Discrimination 

Extract  from  letter  dated  September  9,  1910.  from  the  Superintendent  to 
The  Southern  States  Mutual  Life  Insurance  Company. 

“*  *  *  You  write: 

‘A  buys  a  whole  life  policy  at  age  40  in  company  B  for  $10,000  and  five 
years  later  company  B  introduces  a  new  whole  life  policy  form  with  several 
new  features  not  contained  in  the  original,  and  charges  at  age  40  one  dollar 
per  thousand  more  for  this  new  policy  than  it  did  for  a  policy  for  the  same 
amount  on  the  old  form. 

If  A  should  now  apply  to  company  B  for  the  cancellation  of  his  five  year 
old  policy,  and  the  issue  of  a  new  one  in  lieu  thereof  on  the  company’s  new 
form  with  same  date  of  entry  as  the  old  policy,  and  the  company  should 
grant  his  request  and  give  him  the  new  policy  on  the  new  form  at  age  40, 
at  the  old  rate  of  five  years  ago,  would  that,  in  your  opinion,  be  a  violation 
of  the  anti-discrimination  laws  of  your  State?’ 


To  this  my  answer  is  yes.” 
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Agent  Must  Act  in  Good  Faith 

Extract  from  letter  dated  June  16,  1910,  from  the  Superintendent  to  the 

Northwestern  Mutual  Life  Insurance  Co. 

“  My  letter  of  April  27,  1910  *  *  *  as  well  as  my  letter 

of  May  27,  1910  *  *  *  in  relation  to  ‘  a  change  of  a  policy 
recently  issued  ’  were  both  based  upon  the  assumption  that  such 
change  was  a  mere  incident  of  the  business,  not  an  agent’s  scheme 
to  ‘  beat  ’  the  provisions  of  section  89  of  the  Insurance  Law. 
If  an  insured  person  in  good  faith  makes  application  to  his  com¬ 
pany  to  increase  the  amount  of  his  policy,  produces  satisfactory 
evidence  that  there  has  been  no  change  for  the  worse  in  his 
physical  condition,  pays  down  the  premiums  on  the  amount  of  the 
increase  for  the  elapsed  term  and  the  interest  on  such  premiums, 
the  Department  would  not  be  inclined  to  question  such  change. 
If,  however,  it  be  found  that  agents  are  inducing  persons  near 
their  change  of  age  to  apply  for  a  small  amount  of  insurance 
upon  the  understanding  that  it  may  be  increased  at  the  original 
rate  of  premium  after  the  change  of  age,  the  Department  would 
feel  called  upon  to  take  steps  to  put  a  stop  to  such  a  practice. 

*  *  *  As  to  the  application  and  the  length  of  time  in  which 

request  may  be  made,  I  would  advise  you  that  section  58  of  the 
Insurance  Law  permits  but  does  not  require  the  application  to  be 
made  a  part  of  the  contract  and  that  the  length  of  time  would 
be  such  as  would  be  considered  reasonable  for  reinstatement  of 
a  policy.” 

Good  Faith  of  Transaction  Controls 

Extract  from  letter  dated  May  27,  1911,  from  the  Superintendent  to  the 
Auditor  and  Ex-Officio  Insurance  Commissioner  of  West  Virginia. 

“  Your  favor  of  the  24th  inst.,  in  further  reference  to  rulings 
on  dating  back  policies,  has  been  received. 

In  applying  the  rulings  to  which  your  attention  has  been 
called,  the  intent  or  the  good  faith  of  the  transaction  should  con¬ 
trol.  A  privilege  offered  to  all  applicants  is  not  a  discrimina¬ 
tion  and  is  not  prohibited  by  the  law.” 

When  Antedating  of  Substituted  Policy  Not  a  Discrimination 

Extract  from  letter  dated  May  12,  1910,  from  the  Superintendent  to  the 

Prudential  Insurance  Company. 

“You  state: 

‘  We  have  under  consideration  *  *  *  the  plan  of  issuing  a  new  policy 
in  lieu  of  the  old  one  and  dating  it  back  for  the  length  of  time  the  original 
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policy  was  in  force.  For  instance,  a  policy  issued  in  the  beginning  of  1907, 
at  age  30,  continued  in  force  for  two  years  and  then  lapsed  for  one  year. 
Application  is  now  made  for  revival  of  the  original  policy  and  the  insured 
is  unable  to  pay  the  arrears  in  cash.  The  plan  would  be  to  issue  a  new 
policy  dated  back  two  years  and  as  of  the  age  of  the  policyholder  two  years 
ago.  The  effect  of  this  would  be  for  the  policyholder  to  have  a  policy  treated 
as  in  force  for  the  length  of  time  premiums  had  actually  been  paid  on  the 
original  policy.  The  premium  remaining  the  same,  the  amount  of  the  policy 
would  of  course  be  slightly  reduced  on  account  of  the  age  being  changed  to 
a  higher  age/ 

T  am  of  the  opinion  that  your  proposition  would  not  conflict 
with  my  ruling  relative  to  the  dating  back  of  a  life  insurance 
policy,  in  order  to  give  the  insured  the  benefit  of  a  younger  age.” 

No  Specific  Law  Prohibiting  Antedating 

Extract  from  letter  dated  July  10,  1911,  from  the  Superintendent  to  the 
State  Insurance  Commissioner  of  Maryland. 

“  Your  favor  of  the  6th  inst.,  relating  to  the  dating  back  of  a 
life  insurance  policy,  was  received  *  *  *.  There  is  no  law  in 

this  State  that  specifically  prohibits  such  dating  back.” 

Agents  Found  Violating  the  Law  IT  ill  be  Proceeded  Against 

Extract  from  letter  dated  June  16,  1911,  from  the  Superintendent  to  the 
Connecticut  General  Life  Insurance  Company. 

“  Your  favor  of  the  14th  inst.,  relating  to  dating  back  life  in¬ 
surance  policies,  has  been  received  *  *  *.  You  will  under¬ 

stand  of  course  that  this  Department  cannot  undertake  to  inquire 
into  the  good  faith  of  every  case  of  dating  back;  but  where  it  is 
found  that  an  agent  is  clearly  violating  the  law  prohibiting  dis¬ 
crimination,  he  will  be  properly  proceeded  against.” 

Department  Rulings  in  Re  Antedating  of  Life  Insurance  Policies 

Extract  from  letter  dated  September  26,  1911,  from  the  Superintendent  to 
Frank  H.  Hardison,  Insurance  Commissioner. 

“  *  *  *  There  is  no  provision  in  the  Insurance  Law  of  this 

State  which  relates  specifically  to  the  dating  back  of  a  life  in¬ 
surance  policy.  A  number  of  rulings  relating  to  this  matter  have 

been  made  under  those  provisions  of  section  89  reading  as  follows : 

‘  No  life  insurance  corporation  doing  business  in  this  State  shall  make  or 
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permit  any  discrimination  between  individuals  of  the  same  class  or  of  equal 
expectation  of  life,  in  the  amount  or  payment  or  return  of  premiums  or  rates 
charged  for  policies  of  insurance,  or  in  the  dividends  or  other  benefits  payable 
thereon,  or  in  any  of  the  terms  and  conditions  of  the  policy;  nor  shall  any 
such  company  permit  or  agent  thereof  offer  or  make  any  contract  of  insurance 
or  agreement  as  to  such  contract  other  than  as  plainly  expressed  in  the 
policy  issued  thereon;  nor  shall  any  such  company  or  any  officer,  agent,  so¬ 
licitor  or  representative  thereof  pay,  allow  or  give,  or  offer  to  pay,  allow  or 
give,  directly  or  indirectly,  as  inducement  to  any  person  to  insure,  or  give,  sell 
or  purchase,  or  offer  to  give,  sell  or  purchase  as  such  inducement  or  in  con¬ 
nection  with  such  insurance,  any  stocks,  bonds  or  other  securities  of  any  insur¬ 
ance  company  or  other  corporation,  association  or  partnership,  or  any  divi¬ 
dends  or  profits  accruing  thereon,  or  any  valuable  consideration  or  induce¬ 
ment  whatever  not  specified  in  the  policy,  nor  shall  any  person  knowingly 
receive  as  such  inducement,  any  rebate  of  premium  or  any  special  favor  or 
advantage  in  the  dividends  or  other  benefits  to  accrue  thereon,  or  any  paid 
employment  or  contract  for  services  of  any  kind  or  any  valuable  consideration 
or  inducement  whatever,  not  specified  in  the  policy.’ 

These  rulings  are  that  the  dating  back  of  a  life  insurance  policy 
in  order  to  give  the  insured  the  benefit  of  a  younger  age  is  clearly 
discriminatory,  and  falls  within  the  prohibition  of  section  89  of 
the  Insurance  Law;  that  the  ruling  applies  to  all  life  insurance 
corporations  doing  business  in  this  State ;  that  the  prohibitions  of 
section  89  of  the  Insurance  Law  are  not  limited  to  the  issues  in 
this  State  of  a  life  insurance  corporation  doing  business  in  this 
State;  that  the  law  does  not  prohibit  dating  back  absolutely,  it 
does  prohibit  discrimination ;  that  the  ruling  relating  to  dating 
back  a  life  insurance  policy  in  order  to  give  the  insured  the  benefit 
of  a  younger  age  does  not  apply  to  those  cases  of  exchange  of 
policies  which  occasionally  occur  in  the  regular  transaction  of  a 
company’s  business ;  that  if  agents  offer  the  privilege  of  dating 
back  1  to  every  applicant,’  there  can  be  no  discrimination ;  that 
where  the  privilege  of  dating  back  is  offered  to  every  applicant 
‘  irrespective  of  whether  or  not  it  resulted  in  making  the  rated  age 
of  the  applicant  less  than  the  nearest  full  age  at  the  date  of  the 
application  and  without  regard  to  whether  the  case  was  a  com¬ 
petitive  one  or  not,’  in  my  opinion  it  would  not  be  discrimination 
and  would  not  fall  within  the  prohibition  of  the  statute;  that  a 
privilege  offered  to  all  applicants  is  not  a  discrimination  and  is 
not  prohibited  by  the  law ;  that  this  Department  cannot  under¬ 
take  to  inquire  into  the  good  faith  of  every  case  of  dating  back, 
but  where  it  is  found  that  an  agent  is  clearly  violating  the  law 
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prohibiting  discrimination  he  will  be  proceeded  against  and  that 
there  is  no  law  in  this  State  that  specifically  prohibits  the  dating 
back  of  a  life  insurance  policy.7’ 

Idem 

Extract  from  letter  dated  April  19,  1913,  from  the  Superintendent  to  M.  L. 

Oppenheimer. 

“  The  Department  has  ruled  that  the  dating  back  of  a  life 
insurance  policy  in  order  to  give  the  insured  the  benefit  of  a 
younger  age  is  clearly  discriminatory  and  falls  within  the  pro¬ 
hibition  of  section  89  of  the  Insurance  Law;  that  the  law  does  not 
prohibit  dating  hack  absolutely,  it  does  prohibit  discrimination; 
that  a  privilege  offered  to  all  applicants  is  not  a  discrimination  and 
is  not  prohibited  by  the  law ;  that  in  applying  the  rulings,  the 
intent  or  the  good  faith  of  the  transaction  should  control.” 

In  Re  Passage  of  Law  Permitting  Dating  Bach  for  Period  of  Six 

Months 

Extract  from  letter  dated  October  3,  1911,  from  the  Superintendent  to  Frank 

H.  Hardison,  Insurance  Commissioner. 

“  You  state: 

‘  I  am  a  little  in  doubt  as  to  whether  I  fully  comprehend  how  a  law  per¬ 
mitting  the  dating  back  of  policies  for  a  period  of  six  months  would  operate. 
Perhaps  you  will  enlighten  me.  For  instance,  a  life  insurance  company  in 
competition  permits  a  policy  to  be  dated  back  in  order  that  the  applicant 
may  get  the  advantage  of  a  younger  age,  but  keeps  within  the  six  months 
period  permitted  by  the  law.  Another  applicant,  where  there  is  no  competi¬ 
tion,  does  not  receive  the  lower  rate  of  a  younger  age.  Thus  there  would 
appear  to  be  discrimination  in  fact  if  not  in  law.’ 

Possibly.  You  will  of  course  understand  that  any  amendment 
to  the  law  providing  for  ‘  dating  back  ’  should  make  it  obligatory 
in  the  case  of  any  company  desiring  to  avail  itself  of  the  amend¬ 
ment,  that  the  (  privilege  ’  be  offered  to  every  applicant,  and  that 
it  should  further  provide  that  interest  must  be  paid  in  all  cases 
where  policies  are  dated  back. 

The  f  privilege  ’  is  one  the  value  of  which  is  questionable.  But 
in  certain  cases  there  are  very  good  reasons  for  dating  back  and 
it  would  seem  better  that  when  done  it  be  done  lawfully,  under 
reasonable  restrictions,  rather  than  unlawfully  as  I  fear  it  is  being 
done,  at  the  present  time,  in  too  many  cases.” 
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SUB.  4.  REBATE  OF  PREMIUM 

Mere  Proposal  by  Agent  Not  a  Violation 

Mere  proposal  by  agent  of  a  life  insurance  company  to  issue 
policy  illegal  under  section,  not  a  violation  which  calls  for  action 
by  the  Superintendent. 

(See  Op.  A.  G.  April  1.8,  1900.) 

Effect  of  Rebate  on  a  Life  Policy 

Ro  decisions  as  to  effect  of  granting  a  rebate  upon  a  life  in¬ 
surance  policy. 

(See  Op.  A.  G.  Oct.  12  and  Oct.  20,  1904.) 

Officer  of  Company  May  Insure  His  Life  in  Company ,  if  No 

Rebate  Granted  or  Commission  Paid 

Extract  from  letter  dated  December  3,  1906,  from  the  Superintendent  to 

Lathrop  E.  Baldwin. 

“  In  reply  to  your  inquiry  of  the  30th  ult. : 

‘  Would  it  be  illegal  or  improper  for  an  officer  of  my  company  to  insure  his 
life  in  my  company  through  my  agency,  he  receiving  no  rebate,  and  I  receiving 
no  commission,  compensation  or  emolument  upon  the  business  so  written,  I 
simply  having  the  credit  upon  my  books  of  having  secured  the  risk?’ 

Would  state  that  I  am  of  the  opinion  that  it  would  be  neither 
illegal  nor  improper.” 

Payment  of  Brokerage  to  Agent  on  a  Policy  on  His  Own  Life 

Prohibited 

Extract  from  letter  dated  July  7.  1908,  from  the  Superintendent  to 

John  Cowan. 

“  I  am  of  the  opinion  that  a  life  insurance  agent  cannot  law¬ 
fully  receive  a  brokerage  commission  on  a  premium  on  his  own 
life  insurance  policy.” 

Payment  of  Commission  to  Agent  on  a  Policy  on  His  Own  Life 
Written  by  Company  Represented  by  Him ,  Prohibited 

Extract  from  letter  dated  June  5.  1907,  from  the  Superintendent  to 

Mr.  T.  R.  Fell. 

u  Under  date  of  the  3d  inst.  you  ask  to  be  advised  :  ‘  If  under 
the  laws  of  this  State  I  may  pay  to  an  agent  who  holds  a  license 
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from  your  Department  and  a  contract  with  this  company,  a  com¬ 
mission  on  a  policy  on  his  own  life  in  this  company.’ 

I  am  of  the  opinion  that  this  may  not  lawfully  be  done. 
Neither  section  89  of  the  Insurance  Law  nor  section  577-k  of 
the  Penal  Code  (now  §  1200  of  the  Penal  Law),  contains  an  ex¬ 
ception  in  favor  of  agents  of  life  insurance  corporations.” 

Idem 

Extract  from  letter  dated  May  26,  1909,  from  the  Superintendent 

to  Mr.  Charles  F.  Adams. 

“  In  your  favor  of  the  25th  instant  you  ask  to  be  advised  ‘  as  to 
whether  or  not  an  agent  is  allowed  commissions  on  his  own  policy.’ 

In  my  opinion  such  an  allowance  would  be  a  violation  of  the 
provisions  of  section  89  of  the  Insurance  Law.” 

Idem 

Extract  from  letter  dated  August  3,  1909,  from  the  Superintendent  to 

Mr.  M.  Shayeson. 

“  I  am  of  the  opinion  that  a  life  insurance  agent  cannot  law¬ 
fully  receive  a  commission  on  a  premium  on  a  policy  of  insurance 
on  his  own  life;  neither  section  89  of  the  Insurance  Law  nor  sec¬ 
tion  1200  of  the  Penal  Law  contains  an  exception  in  favor  of 
agents  of  life  insurance  corporations.’' 


A  Commission  May  be  Paid  to  Bona  Fide  Agent  on  a  Policy  on 
His  Own  Life  Written  by  Company  Represented  by  Him 

Extract  from  a  letter  dated  November  22,  1909,  from  the  Superintendent  to 

the  New  York  Life  Insurance  Company. 

Previous  rulings  reversed. 

“  *  *  *  I  feel  that  I  can  safely  reach  the  above  conclusion 

for  the  reason  that  since  amended  section  91  went  into  effect  in 
May  lost,  absolute  discretion  is  vested  in  the  Superintendent  to 
reject  all  applications  for  life  agents’  certificates  and  that  through 
such  discretion  any  tendencies  in  the  direction  of  appointing 
agents  merely  that  insurance  prospects  may  secure  rebates  can  be 
checked.” 
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Payment  of  C ommission  to  Agent  on  a  Policy  on  His  Own  Life 
Written  by  Company  Not  Represented  by  Him,  Prohibited 

Extract  from  letter  dated  July  8,  1913,  from  the  Superintendent  to  Gilbert 

Tool. 

“  You  ask : 

‘  Will  you  kindly  advise  me  as  to  whether  I  can  accept  commission  on  a  life 
insurance  policy  on  my  own  life  which  is  written  by  a  company  which  I  do 
not  represent.’ 

I  would  advise  you  that  you  can  not  do  so  lawfully.” 

Broker  May  Not  be  Paid  Commission  on  Insurance  Covering  Him¬ 
self  ( Accident  or  Health  Insurance )  or  Property  Belonging 
to  Him 

Extract  from  letter  dated  September  20,  1911,  from  the  Superintendent  to  the 

United  States  Casualty  Company. 

u  This  is  in  acknowledgment  of  your  favor  of  the  15th  inst.,  in 
which  you  ask  if  a  commission  can  lawfully  be  paid  on  accident 
or  health  insurance  issued  to  such  broker  where  the  broker  places 
other  business  for  the  company. 

The  Department  is  of  the  opinion  that  under  the  so-called 
‘Anti-rebate  Law  5  a  commission  cannot  lawfully  be  paid  to  any 
person  upon  business  representing  insurance  covering  either  him¬ 
self  (accident  or  health  insurance)  or  property  belonging  to  him.” 

Agent  or  Broker  May  Receive  Commissions  on  His  Own  Health 

and  Accident  Policy 

Ruling  of  Department  Counsel,  dated  October  19,  1912. 

“  In  reply  to  your  letter  of  the  13th  inst.,  you  are  advised  that 
the  ruling  of  my  predecessor,  with  reference  to  the  payment  to  an 
agent  or  broker  of  commissions  on  policies  which  he  may  write 
covering  himself  or  his  own  property,  has  been  reversed,  as  it  is  my 
opinion  that  section  65  of  the  Insurance  Law  does  not  prohibit  the 
payment  of  a  commission  to  a  bona  fide  insurance  agent  or  broker 
on  insurance  placed  by  himself,  on  himself  (health  and  accident 
insurance)  or  on  property  actually  owned  by  him. 

This  ruling  presupposes  absolute  good  faith  on  the  part  of  both 
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the  agent  or  broker  and  the  company,  and  in  the  absence  of  such 
good  faith,  as  for  instance  should  an  agency  contract  be  made  or 
an  oral  arrangement  entered  into  for  the  purpose  of  accomplishing 
a  rebate  to  a  person  who  is  not  a  bona  fide  agent  or  broker,  that 
is,  one  who  does  not,  in  good  faith,  intend  to  act  as  an  insurance 
solicitor,  the  ruling  would  not  apply. 


Firm  of  Brokers  May  Place  Life  Insurance  on  Member  Who  is 

Entitled  to  Share  in  the  C ommission  as  a  General  Firm  Profit 

Extract  from  letter  dated  January  2,  1912,  from  the  Superintendent  to 

Charles  H.  Voorhees. 

“  *  *  *  You  ask : 

1  is  it  legal  for  a  firm  of  brokers  in  real  estate  and  general  insurance,  both 
in  fire  and  life,  to  write  or  rather  place  life  insurance  in  behalf  of  a  member 
of  the  firm,  and  accepting  as  a  firm  the  commission  paid  by  the  life  insurance 
company  issuing  the  policy,  my  point  being,  can  it  in  any  way  be  construed 
as  illegal  for  the  insured  partner  to  participate  in  the  general  firm  profits  as 
called  for  by  partnership  agreement,  the  commission  above  mentioned  being 
included  in  the  same  ?  ’ 

To  your  first  question  my  answer  is  yes;  to  the  second  no.” 


Corporation  May  Accept  Commissions  Earned  by  Members 

Extract  from  letter  dated  July  1,  1913,  from  the  Superintendent  to  The 

Queensboro  Corporation. 

In  reply  to  your  favor  of  the  13th  ult.,  would  state  that  if  the 
contracts  of  the  members  of  your  corporation  with  the  corporation 
provide  for  the  turning  in  of  commissions  on  life  business  pro¬ 
duced,  I  can  see  no  reason  why  the  commissions  on  such  business 
should  not  be  turned  over  to  such  corporation,  provided,  however, 
that  this  would  not  apply  to  business  written  on  the  life  of  any 
member  of  the  corporation. 


Renewal  C ommission  to  Advisory  Board  A ot  a  Rebate 

Life  insurance  company  may  pay  special  renewal  commission  to 
advisory  board  securing  new  policyholders. 

(See  Op.  A.  G.  August  11,  1900.) 
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Payments  of  C ommissions  to  Sub-Agents  for  Purposes  of  Remit¬ 
ting  Cost  of  Insurance ,  a  Rebate 

Extracts  from  letters  dated  July  29  and  August  4,  1908,  from  the  Superintend¬ 
ent  of  Insurance  to  the  John  Hancock  Mutual  Life  Insurance  Company. 

“  Your  favor  of  the  24th  inst.  relating  to  ‘  a  proposition  from 
an  ‘  Exchange  7  through  one  of  our  (your)  general  agents  to  re¬ 
insure  for  it  the  members  of  the  Exchange  who  are  acceptable  to 
the  company  7  was  received  by  due  course  of  mail. 

Referring  to  a  certain  fund  belonging  to  the  Exchange  yon 
state : 

‘  There  are  several  sources  by  which  this  fund  is  to  be  augmented  and  one 
source  proposed  was  the  sub-agent’s  commission  which  our  general  agent  was 
to  allow  a  paid  member  of  the  Exchange,  he  acting  under  a  proper  license 
from  the  Department,  who  in  turn  proposed  to  pay  the  amount  of  his  com¬ 
missions  to  the  Exchange.’ 

I  am  of  the  opinion  that  the  payment  of  commissions  to 
these  so-called  ‘  sub-agents  7  may  not  lawfully  be  done.  Neither 
section  89  of  the  Insurance  Law  nor  section  577-k  of  the  Penal 
Code  contains  an  exception  in  favor  of  ‘  sub-agents  7  of  life  in¬ 
surance  corporations.  *  *  *. 

The  question  whether  the  i  sub-agent  7  is  or  is  not  a  member 
of  the  ‘  Exchange  7  is  not  material.  The  payment  to  the  ‘  Ex¬ 
change  7  by  the  one  acting  as  *  sub-agent 7  would,  in  my  opinion, 
be  considered  as  a  rebate  within  the  meaning  of  the  New  York 
law.77 

"  Board  Contracts  ”  are  Prohibited 

Extract  from  letter  dated  November  6,  1908,  from  the  Attorney- General  to 

the  Superintendent  of  Insurance. 

“  Your  letter  of  October  10th  was  duly  received,  in  which  you 
request  an  opinion  as  to  whether  so-called  ‘  special  contracts,7 
frequently  described  as  ‘  board  contracts,7  are  prohibited  by  sec¬ 
tion  89  of  the  Insurance  Law,  as  amended  by  chapter  326  of  the 
Laws  of  1906.  In  my  opinion  contracts  so  described  would  come 
within  the  prohibitions  of  the  section  as  it  now  stands.77 

Note  Without  Legal  Interest  Charge  Accepted  for  Premium 

Equivalent  to  Rebate 

Extract  from  letter  dated  May  28,  1909,  from  the  Superintendent  to 

Mr.  Rudolph  Bohm. 

“  Without  passing  upon  the  propriety  of  an  agent  accepting  a 
note  when  he  is  expected  to  receive  cash  in  payment  of  a  life  in- 
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surance  premium,  I  agree  with  you  k  that  a  note  accepted  in  pay¬ 
ment  of  a  life  insurance  policy  without  the  legal  interest  charge 
is  equivalent  to  a  rebated  ” 

Employment  of  a  Person  for  the  Bona  Fide  Purpose  of  Procur¬ 
ing  Prospects  Not  Within  the  Prohibition  of  the  Section 

Extract  from  letter  dated  January  4,  1910,  from  the  Superintendent  to  the 
Mutual  Life  Insurance  Company  of  New  York. 

“  I  am  in  receipt  of  your  favor  *  *  *  with  enclosures  read¬ 
ing  as  follows : 

‘Dear  Sir:  In  arranging  my  business  for  the  coming  year,  I  have  con¬ 
cluded  to  make  you  a  special  proposition  and  ask  if  you  would  be  willing  to 
act  as  a  confidential  helper  to  me,  in  securing  business  in  your  section.  You 
as  a  banker  are  in  a  position  to  know  the  financial  standing,  etc.,  and  to 
suggest  names  of  those  who  might  possibly  be  interested  in  a  nice  life  in¬ 
surance  policy.  1  will  do  all  the  work  in  closing  the  business  and  allow  you 
a  nice  commission  on  each  case  I  close  *  *  V 

In  reply  to  your  inquiry,  I  would  advise  you  that  the  em¬ 
ployment  by  you  of  a  person  for  the  bona  fide  purpose  of  pro¬ 
curing  prospects  would  not  in  itself  be  a  violation  of  section  89 
of  the  Insurance  Law.” 

Gifts  to  Prospective  Policyholders  Prohibited 

Extract  from  letter  dated  June  30,  1910,  from  the  Superintendent  to  Michael 

E.  Pue. 

“  You  ask  the  following  questions: 

‘(a)  Is  it  lawful  for  a  life  insurance  agent  to  sell  a  policy  of  life  insur¬ 
ance  to  a  person  at  the  rate  stipulated  by  the  company  and  to  collect  the 
entire  premium  and,  in  addition,  to  give,  without  cost,  a  building  lot  valued 
at  $50?  (b)  Suppose  that  instead  of  giving  the  lot  to  the  applicant,  a 

nominal  charge  of  $1  was  made,  although  the  lot  would  not  be  sold  to 
anyone  not  taking  insurance  for  less  than  $50.  Would  this  transaction  be 
unlawful  ?  ’ 

I  am  of  the  opinion  that  such  a  transaction  as  is  described  in 
either  of  your  questions  would  he  a  violation  of  section  89  of  the 
Insurance  Law.” 

Agreement  by  Agent  to  Pay  Church  Debt  if  Members  Will  Take 
Out  Insurance,  Within  the  Prohibition  of  the  Section 

Extract  from  letter  dated  October  24,  1910,  from  the  Superintendent  to 
The  Connecticut  Mutual  Life  Insurance  Company. 

a  *  *  *  You  ask  for  ‘  information  regarding  whether  it 

would  be  lawful  for  a  duly  authorized  insurance  agent  to  send 
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circular  letters  to  members  of  a  church  congregation  and  solicit 
the  members  for  insurance,  making  a  special  plea  to  them  that  if 
they  will  place  insurance  in  this  agent's  company,  said  agent  will 
agree  to  turn  over  a  part  or  all  of  his  commission  to  the  treasurer 
of  the  church,  for  the  purpose  of  reducing  the  outstanding  church 
debt.’ 

I  am  of  the  opinion  that  your  proposed  action  would  be  a  vio¬ 
lation  of  the  spirit  if  not  the  letter  of  section  89  of  the  Insurance 
Law.” 


Agent  May  Not  Buy  Stock  of  Insured’s  Corporation  in  Considera¬ 
tion  of  His  Taking  Out  a  Life  Policy 

Extract  from  letter  dated  October  14,  1911,  from  the  Superintendent  to  the 
Connecticut  Mutual  Life  Insurance  Company. 

“  *  *  *  You  write  as  follows: 

‘  In  your  opinion,  would  the  following  fall  within  the  meaning  of  sec¬ 
tion  1191  of  the  Penal  Code:  An  agent  agrees  to  buy  a  quantity  of  stock 
of  the  insured’s  corporation,  in  consideration  of  his  taking  out  a  policy  of 
life  insurance?’ 

It  would  appear  that  this  would  fall  within  the  prohibition  of 
sub.  3  of  section  1191  of  the  Penal  Code  of  this  State.” 


Reduction  in  Premium  Rate ,  Given  to  All  Applicants ,  Not  a 

Rebate 

Extract  from  letter  dated  May  9,  1911,  from  the  Superintendent  to 

John  C.  Crittenden,  of  Erie,  Penn. 

*  A  reduction  in  the  rate  of  premium  charged  by  a 
company  is  not  a  rebate  so  long  as  it  applies  to  all  applicants  for 
insurance.  The  prohibition  of  section  89  of  the  Insurance  Law  is 
against  discrimination.” 

A  Reduction  of  Premium  Guaranteed  in  Policy  Contracts  Does 

Not  Constitute  a  Rebate 

Extract  from  letter  dated  December  9,  1911,  from  the  Superintendent  to  Hon. 

John  L.  Bleakly,  Auditor  of  State. 

“  Your  favors  of  the  2d  and  5th  inst.,  with  enclosed  ‘  Illustra¬ 
tion  of  premium  reductions  ’  used  by  the  Postal  Life  Insurance 
Company  of  Hew  York,  have  been  received. 
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This  Department  does  not  regard  the  circular  in  question  as  a 
violation  of  section  89  of  the  Insurance  Law  of  this  State.  The 
reductions  of  premiums  are  guaranteed  in  the  policy  contracts  of 
the  company,  which  have  been  approved  by  the  Superintendent; 
they  are  not  ‘  rebates  ’  in  the  offensive  sense  of  the  word  as  used 
in  section  89.” 


Life  Company  Which  Does  Business  Direct  with  Policyholders 
Through  the  Mail  May  Provide  in  Contract  for  Reduction  of 
Premiums 

Extract  from  letter  dated  December  18,  1911,  from  the  Superintendent  to 
the  John  Hancock  Mutual  Life  Insurance  Company. 

“  Your  favor  of  the  15th  inst.  with  enclosure  relating  to  the 
Postal  Life  Insurance  Company,  has  been  received. 

The  Postal  Life  does  business  directly  with  its  policyholders 
through  the  mail.  It  has  no  agents  and  pays  no  commissions; 
its  premiums  are  reduced  by  an  amount  that  would  be  payable  to 
an  agent  if  it  did  business  on  the  old  plan. 

The  reductions  are  made  part  of  the  policy  contract  which  has 
been  approved  by  this  Department  as  being  in  accord  with  our 
law.” 


Agent  May  Pay  First  Years  Premium  and  Take  Note  of  In¬ 
sured  for  Amount  Advanced 

Extract  from  letter  dated  March  15,  1912,  from  the  Superintendent  to 
N.  H.  Weed,  Editor  Life  Insurance  Independent. 

“  *  *  *  You  ask : 

‘  Is  it,  in  the  opinion  of  the  Department,  unlawful  for  a  life  insurance 
agent,  in  writing  a  new  policy,  to  advance  and  pay  to  the  insuring  company 
out  of  his  own  funds  the  full  first  year  premium  when  he  delivers  the  policy 
to  the  insured,  taking  in  exchange  therefor  the  three  months  note  of  the 
insured  to  the  agent  individually  for  the  full  amount  so  advanced  and  interest 
thereon,  the  same  being  done  in  good  faith  and  without  any  qualifying  agree¬ 
ment  or  understanding  and  with  the  actual  and  real  purpose  of  the  agent 
to  enforce  and  of  the  insured  to  pay  the  full  amount  of  said  note  and  interest 

at  maturity  ?  ’ 


It  is  not.” 
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Annual  Premium  Policies  May  Not  be  Paid  for  in  Monthly 

Installments 

Extract  from  letter  dated  September  25,  1912,  from  the  Superintendent  to  the 
Massachusetts  Mutual  Life  Insurance  Company. 

“  Your  letter  of  the  23rd  inst.  has  been  received,  and  the  proposi¬ 
tion  therein  set  forth  has  been  carefully  considered.  As  the 
Department  understands  the  proposition,  it  is  briefly  this:  A 
certain  firm  having  offices  in  your  city  will  apply  for  insurance 
upon  the  lives  of  three  of  its  employees,  such  insurance  to  be  for 
the  benefit  of  the  firm ;  the  policy  or  policies  to  he  written  upon  the 
annual  premium  rate,  but  the  firm  wishes  to  pay  the  premium  in 
equal  monthly  installments  until  the  full  amount  of  the  annual 
premium  has  been  paid.  The  company  which  solicits  this  insur¬ 
ance  declines  to  accept  payment  of  premiums  except  upon  the 
annual,  semi-annual  or  quarterly  basis,  and  it  will  not  accept  notes 
for  any  part  of  the  premium.  You  wish  to  be  advised  whether  an 
agent  offering  to  take  this  business  on  the  basis  mentioned  would 
violate  any  law  of  the  State  of  Yew  York. 

If  it  he  assumed  that  the  above  statement  of  the  proposed  course 
of  business  is  correct,  it  is  considered  that  it  would  be  in  viola¬ 
tion  of  the  provisions  of  sections  55,  58  and  89  of  the  Yew  York 
Insurance  Law.” 

Distribution  of  25-cent  Coupons  Constitutes  a  Rebate 

Extract  from  Opinion  of  Department  Counsel  dated  November  18,  1912. 

“  The  distribution  of  25-cent  coupons  receivable  on  account  of 
premiums  for  sick  and  accident  policies  to  patrons  of  moving 
picture  shows,  constitutes  a  rebate  and  discrimination.” 

“  Croup  Insurance  ”  and  “  Rebates  ”  Distinguished 

Extract  from  letter  dated  December  6,  1912,  from  the  Superintendent  to  the 
Connecticut  General  Life  Insurance  Company. 

“  You  write  as  follows: 

W  e  have  recently  had  proposed  to  us  by  our  Syracuse  Agent  the  insuring 
of  the  employees  of  the  Syracuse  Trust  Company,  some  twelve  or  fourteen  in 
number,  under  a  plan  by  which  the  Company  would  pay  the  premiums  and 
employees  would  have  to  take  the  insurance  subject  to  evidence  of  good  health 
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but  at  a  reduced  rate.  *  *  *  Under  an  agreement  whereby  all  the  em¬ 

ployees  of  the  Trust  Company  must  be  insured  would  you  look  upon  the  offer¬ 
ing  of  a  lower  premium  as  in  the  nature  of  a  rebate  or  as  in  the  nature  of 
group  insurance?’ 

Under  the  circumstances  stated  I  would  look  upon  the  offering 
of  a  lower  premium  as  in  the  nature  of  group  insurance.7’ 

(See  also  §  141.) 

Agent  May  Refund  First  Premium  as  a  Gift 

Extract  from  letter  dated  February  18,  1913,  from  the  Superintendent  to  the 

Provident  Life  and  Trust  Company. 

“  Referring  to  jour  favor  of  the  12th  inst.  *  *  *  I  would 

state  that  the  intent  of  section  89  of  the  Insurance  Law  is  to  pre¬ 
vent  ‘  any  discrimination  between  individuals  of  the  same  class  or 
of  equal  expectation  of  life,  in  the  amount  or  payment  or  return 
of  premiums  or  rates  charged  for  policies  of  insurance,  or  in  the 
dividends  or  other  benefits  payable  thereon,  or  in  any  of  the  terms 
and  conditions  of  the  policy.’ 

The  prohibitions  of  the  section  relate  to  special  favors  or 
advantages  offered  as  inducement  to  any  person  to  insure. 

As  I  understand  your  letter,  you  do  not  propose  to  refund  to 
Father  Burns  the  amount  of  the  first  premium  as  an  inducement 
to  insure.  I  do  not  think  that  the  law  should  be  construed  to  for¬ 
bid  you  or  any  other  man  from  making  a  present,  as  a  pure  matter 
of  friendship,  out  of  moneys  belonging  to  you.” 

Circular  Letter  of  March  10,  1913,  in  re  Giving  of  Rebates 

“  There  have  been  a  number  of  complaints  made  to  this  Depart¬ 
ment  with  respect  to  rebating  and  offers  of  rebate  in  this  State. 
The  Department  is  most  anxious  to  do  everything  in  its  power  to 
stamp  out  this  evil,  and  trusts  that  your  company  feels  the  same 
way  with  respect  to  this  question.  It  is  as  much  a  violation  of  the 
law  of  this  State  to  offer  a  rebate  as  it  is  to  give  a  rebate,  and  we 
desire  that  this  fact  be  impressed  upon  the  agents  of  the  various 
life  insurance  companies  operating  in  this  State. 

I  desire,  therefore,  that  your  company  take  such  action  as  you 
may  think  best  to  impress  upon  your  agents  the  above  facts,  and 
notify  them  that,  if  they  desire  to  continue  business  in  this  State, 
they  must  neither  give,  nor  offer  to  give,  a  rebate.” 
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Consideration  Must  be  Expressed  in  Policy  Contract 

Extract  from  letter  dated  April  15,  1913,  from  the  Superintendent  to  the 

Travelers  Insurance  Company. 

u  in  reply  to  your  favor  of  the  10th  inst.,  I  would  state  that  the 
Kebate  Law  of  this  State  prohibits  any  agent,  solicitor  or  repre¬ 
sentative  of  an  insurance  company  to  pay,  allow,  or  give,  or  offer 
to  pay,  allow  or  give,  directly  or  indirectly  any  valuable  considera¬ 
tion  or  inducement  whatever  not  specified  in  the  policy.  In  the 
case  you  mention,  if  the  agent  desires  any  such  transaction  to  be 
legal,  it  must  be  written  in  the  policy  contract.1' 

Giving  of  Tickets  or  Chances  Upon  a  Building  Lot  to  Purchasers 
of  Insurance  Constitutes  a  Rebate  and  Discrimination 

Extract  from  letter  dated  June  24,  1913,  from  the  Superintendent  to  the 

Niagara  Fire  Insurance  Company. 

“  Your  favor  of  the  17th  inst.,  enclosing  an  advertisement  by 
Willis-Buckle  Company  of  a  plan  involving  the  giving  of  tickets 
or  chances  upon  a  building  lot  to  purchasers  of  insurance,  and 
asking  whether  such  plan  constitutes  a  violation  of  law,  was 
received  by  due  course  of  mail. 

The  plan  as  outlined  in  the  advertisement,  in  my  opinion,  is  a 
violation  of  sections  65  and  89  of  the  Insurance  Law  of  this  State, 
and  of  sections  1191  and  1200  of  the  Penal  Law,  all  relating  to 
rebates,  and  of  section  1373  and  others  of  the  Penal  Law  relating 
to  lotteries/’ 

SUB.  6.  ONE  YEAR  TERM  PREMIUM 

Reneirable  Term  Rates  May  be  Used  for  Non-Renewable  Term 

Insurance  on  Impaired  Lives 

Extract  from  letter  dated  May  20,  1907,  from  the  Superintendent  to  The 

Washington  Life  Insurance  Company. 

“  The  renewable  clause  in  a  term  policy  is  optional  with  the 
company  issuing  the  contract  and  it  may  be  ruled  out  from  your 
regular  form  when  you  desire  to  withhold  the  privilege. 

1  ou  state  that  you  have  certain  rates  for  renewable  terms, 
and  ask: 

Vol.  V  — 9 
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‘  In  your  opinion,  would  discrimination  contrary  to  law  be  made  if  these 
rates  were  used  for  non-renewable  term  insurance  where  the  lives  were  not 
up  to  the  same  standard  as  to  hazard  as  the  lives  contemplated  in  making 
these  rates  for  renewable  term  insurance?’ 

iii  my  opinion,  this  would  not  be  discrimination  within  the 
meaning  of  the  law,  provided  there  be  no  question  as  to  the  suffi- 
cienc}7  of  the  rates.” 

Section  91 — Business  to  be  Accepted  from  Licensed 
Agents  Only;  Agent’s  Certificate  of  Authority 

SUB.  1.  APPLICATION  OF  SECTION 

When  Certificates  are  Required  of  Agents  Employed  by  Indus¬ 
trial  Companies 

Agents  procuring  insurance  upon  ordinary  life  plan  although 
employed  by  industrial  or  prudential  companies,  must  procure 
agent’s  certificate  of  authority. 

(See  Op.  A.  G.  July  13,  1897.) 

C ertificates  Required  of  Agents  of  Life  Club  on  Neighborhood 

Plan 

Agents  of  life  insurance  club  on  neighborhood  plan  must  pro¬ 
cure  certificates  of  authority. 

(See  Op.  A.  G.  March  10,  1904.) 

Field  Canvassers  and  Office  Help  Obtaining  Birthdays  and  In¬ 
surance  Information  Must  be  Licensed  Agents 

Extract  from  letter  dated  June  23,  1909,  from  the  Superintendent  to 

Mr.  John  R.  D.  Bristol. 

“  For  your  Mr.  Eudolph  Eecht  you  make  the  following  in¬ 
quiries  : 

‘Inquiry  1.  Can  I,  or  any  other  agent  of  this  company  (without  first  ob¬ 
taining  an  agency  license  and  company  contract),  under  the  present  State 
laws  and  company  contract  relations,  employ  one  or  more  men  whose  specific 
duties  shall  be  to  canvass  the  field  for  birthdays  and  insurance  information, 
such  employees  to  receive  a  stipulated  salary,  which  salary  is  not  to  be  af¬ 
fected  by  the  amount  of  business  closed  through  the  information  obtained 
through  the  employee’s  efforts,  the  employee  having  absolutely  no  commission 
interest  in  any  business  which  may  be  obtained  as  a  result  of  the  information 
he  brought  into  the  office  ?  ’ 
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‘  Inquiry  2.  I,  as  well  as  other  agents  am  employing  office  help  to  whom 
is  being  paid  a  specific  salary  for  the  office  duties  they  are  required  to  do. 
Could  these  men,  from  time  to  time,  be  detailed  to  cover  an  office  route  list, 
not  to  solicit  life  insurance  but  to  obtain  birthdays  and  insurance  informa¬ 
tion  where  possible,  represent  themselves  as  being  sent  for  this  information 
by  their  employer  and  such  employees  to  receive  absolutely  no  compensation 
for  this  work  other  than  their  regular  salary  which  they  are  getting  for  the 
office  duties  they  are  performing  and  not  to  be  in  any  way  interested  in  any 
business  which  may  be  written  resulting  from  information  which  they  might 
procure?  Can  an  agent  so  employ  an  office  help  without  obtaining  a  State 
insurance  license  and  also  without  making  an  agency  contract?  If  the  mak¬ 
ing  of  an  agency  contract  would  be  imperative,  how  can  I  make  a  contract 
with  an  office  employee  whose  compensation  is  for  office  work  and  who  is  to 
receive  absolutely  no  recompense  on  amount  of  insurance  written  as  a  result 
of  information  obtained  by  him  ?  ’ 

I  am  of  the  opinion  that  men  employed  as  is  proposed  above 
must  he  licensed  agents.’7 

Applications  for  Annuities  May  be  Accepted  from  Person  Not 
Licensed  Provided  no  Commission  be  Allowed 

Extract  from  letter  dated  July  23,  1909,  from  the  Superintendent  to  the  Metro¬ 
politan  Life  Insurance  Company. 

“  In  your  favor  of  the  22d  inst.,  just  received,  you  write  as 
follows : 

‘In  your  opinion  does  section  91  apply  to  annuities?  Applications  for  an¬ 
nuities  frequently  come  from  lawyers,  brokers,  and  others  who  are  not  life 
insurance  agents.  It  is  natural  for  those  in  charge  of  estates  to  advise  an¬ 
nuities  for  certain  classes  of  people.  Can  we  not  issue  these  without  the 
services  of  a  licensed  agent?’ 

To  this  my  answer  is  yes,  provided  no  commission  be  allowed 
for  the  consideration  received.” 


Companies  Doing  an  Annuity  Business  May  Employ  N on-Licensed 

Persons  as  Life  Insurance  Agents 

Extract  from  letter  dated  March  7,  1912,  from  the  Superintendent  to  Alfred 
Hurrell,  Counsel  Association  of  Life  Insurance  Presidents. 

“  I  am  in  receipt  of  your  letter  of  the  5th  inst.  in  relation  to 
the  right  of  companies,  authorized  by  their  charter  to  do  an  an¬ 
nuity  business,  to  receive  such  business  from  persons  who  are  not 
licensed  by  the  Insurance  Department  as  life  insurance  agents, 
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and  to  pay  such  persons  compensation  or  commission  for  securing 
such  business. 

You  ask  the  question,  for  a  ruling  thereon,  whether  there  is 
any  prohibition  in  the  Insurance  Law  against  an  insurance  com¬ 
pany  or  other  corporation  authorized  to  do  an  annuity  business 
from  paying  commissions  or  compensation  for  such  business  to 
persons  not  licensed  as  aforesaid. 

In  answer  thereto,  I  beg  to  say  that  there  is,  in  the  opinion  of 
the  Department,  no  such  prohibition  in  the  Insurance  Law.” 

Unauthorized  Company  May  Place  Insurance  on  Life  of  Citizen 

Provided  Contract  is  Made  Direct  with  Company 

Extract  from  letter  dated  September  21,  1911,  from  the  Superintendent  to 

the  Puritan  Life  Insurance  Company. 

“  *  *  *  You  write : 

‘  We  have  received  this  date  a  letter  from  a  party  in  Brooklyn,  N.  Y.,  re¬ 
questing  a  policy  for  $5,000  on  the  twenty  payment  life  plan  in  the  Puritan 
Life  Insurance  Company  with  the  request  that  the  application  be  placed 
through  a  Mr.  Schoenfeld,  an  insurance  broker  located  in  Jersey  City,  N.  J. 

We  appreciate,  of  course,  that  we  are  not  at  the  present  time  operating 
in  the  State  of  New  York  and  desire  to  comply  entirely  with  the  rulings  in 
such  cases. 

We  are  of  the  opinion  that  we  would  have  the  right  to  issue  a  policy  to 
an  applicant  who  applies  to  us  through  the  mail  without  solicitation  on  our 
part.  In  our  desire,  however,  to  fully  comply  with  the  law  we  would  appre¬ 
ciate  your  opinion  on  the  matter  before  proceeding  further.’ 

It  would  appear  from  the  above  that  the  proposed  transaction 
contemplates  the  placing  of  insurance  on  the  life  of  a  citizen  of 
this  State  by  an  unauthorized  company,  through  an  intermediary 
located  in  another  State  and  not  subject  to  the  laws  of  this  State; 
this  would  be  in  effect  a  violation  of  our  laws. 

If  the  transaction  was  one  initiated  and  to  be  carried  out  be¬ 
tween  your  home  office  and  the  insured,  no  outside  party  partici¬ 
pating,  it  would  in  my  opinion  be  perfectly  allowable.” 

Actuary  Acting  as  Advisor  Must  Have  Agent's  Certificate 

Extract  from  letter  dated  October  1,  1912,  from  the  Superintendent  to  the 
Northwestern  Mutual  Life  Insurance  Company. 

“  You  state: 

‘  I  have  in  contemplation  the  employing  of  an  actuary,  in  connection  with 
this  office,  upon  a  stipulated  weekly  salary.  It  is  my  desire  to  use  him  also 
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in  interviewing  prominent  men,  after  an  appointment  has  been  made,  to  go 
over  the  subject  and  advise  them  in  every  way  they  may  desire.  Under  no 
circumstances  is  he  to  solicit  or  take  an  application,  and  he  is  to  confine  his 
work  to  that  of  an  advisor.’ 

I  am  of  the  opinion  that  a  person  so  employed  should  have  an 
agent’s  certificate  of  authority.” 


Corporation  May  Not  be  Licensed  as  a  Life  Agent 

Extract  from  letter  dated  May  12,  1913,  from  the  Superintendent  to  J.  B. 

Fellheimer. 

“  This  acknowledges  your  letter  of  the  10th  inst.,  with  reference 
to  the  organization  of  an  agency  corporation  for  the  purpose  of 
writing  life  and  accident  insurance. 

In  reply  you  are  advised  that  life  agents’  certificates  of  authority 
are  not  issued  to  corporations  under  section  91  of  the  Insurance 
Law.  Therefore,  if  such  a  corporation  as  you  contemplate  organiz¬ 
ing  were  formed,  it  would  be  impossible  for  the  corporation  itself 
to  obtain  a  life  agent’s  certificate  of  authority  from  this  Depart¬ 
ment. 

Lender  section  142  of  the  Insurance  Law,  which  relates  to  the 
licensing  of  agents,  it  would  he  possible  for  a  corporation  to  obtain 
an  agent’s  certificate  of  authority  to  represent  companies  writing 
health  and  accident  insurance. 

We  know  of  no  law  which  would  prevent  the  organization  of  a 
corporation  for  the  purpose  of  acting  as  the  agent  for  authorized 
insurance  companies.” 


Partnership  May  Not  be  Licensed  as  a  Life  Agent 

Extract  from  letter  dated  June  18,  1913,  from  the  Superintendent  to  the 

Mutual  Benefit  Life  Insurance  Company. 

“  We  are  enclosing  herewith  an  application,  filed  in  this  Depart¬ 
ment  this  day.  This  is  executed  by  Andrew  J.  Corsa  &  Son.  We 
do  not  issue  certificates  of  authority  to  copartnerships  for  life 
agents.  Therefore,  it  will  be  necessary  for  each  one  of  the  persons 
composing  this  firm  to  make  an  individual  application  to  this 
Department,” 
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SUB.  2.  SHARING  COMMISSIONS 

Licensed  Agent  May  Not  Share  Commissions  with  Nonresident 
Agent  who  Does  Not  Hold  a  License 

Lxtract  from  letter  dated  Oct.  25,  1911,  from  the  Superintendent  to  the 
Pennsylvania  Mutual  Life  Insurance  Company. 

“  *  *  *  You  write : 

‘  Kindly  advise  us  at  your  early  convenience  whether  a  duly  licensed  agent 
of  this  company,  resident  in  the  State  of  New  York,  may  pay  to  one  of  this 
company’s  agents,  resident  in  another  State  and  who  is  without  a  New  York 
license,  a  commission  upon  a  risk  which  the  latter  may  turn  over  to  the 
.  former  for  closing?’ 

Section  91  of  the  Insurance  Law  provides  that: 

‘  No  life  insurance  corporation  doing  business  within  this  State,  or  agent 
thereof,  shall  pay  any  commission  or  other  compensation  to  any  person  for 
services  in  obtaining  new  insurance,  unless  such  person  shall  have  first  pro¬ 
cured  from  the  Superintendent  of  Insurance  a  certificate  of  authority  to  act 
as  an  agent  of  such  company  as  hereinafter  provided. 


Licensed  Subagent  May  Not  Share  Commissions  on  Business 

Secured  in  the  State  with  Unlicensed  Manager 

Extract  from  letter  dated  February  17,  1912,  from  the  Superintendent  to 
the  Equitable  Life  Assurance  Society  of  the  United  States. 

“  *  *  *  You  write : 

‘Section  91  of  the  Insurance  Law  reads  in  part  as  follows: 

‘  No  life  insurance  corporation  doing  business  within  this  State,  or  agent 
thereof,  shall  pay  any  commission  or  other  compensation  to  any  person  for 
services  in  obtaining  new  insurance,  unless  such  person  shall  have  first  pro¬ 
cured  from  the  Superintendent  of  Insurance  a  certificate  of  authority  to  act 
as  an  agent  of  such  company  as  hereinafter  provided. 

‘Any  person  or  corporation  violating  the  provisions  of  this  section  shall 
forfeit  to  the  State  the  sum  of  five  hundred  dollars.’ 

Kindly  advise  me  whether  the  society  would  be  violating  the  above  law 
by  paying  a  commission  to  a  manager  who  does  not  hold  a  New  York  life 
agent’s  certificate  of  authority,  on  account  of  business  secured  in  this  State 
by  a  sub-agent  of  such  a  manager,  provided  that  the  said  sub-agent  holds  a 
life  certificate  issued  by  you  authorizing  him  to  solicit  insurance  for  this 
society;  and  provided  further,  that  the  said  manager  did  not  participate  in 
anj  way  in  securing  the  application  for  insurance.’” 

In  my  opinion  the  payment  by  the  society  of  a  commission  on 
account  of  business  secured  in  this  State,  to  a  manager  who  does 
not  hold  a  New  York  life  agent’s  certificate  of  authority,  and 
who  did  not  participate  in  any  way  in  securing  the  application 
for  insurance,  would  be  a  violation  of  the  above  law,” 
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Licensed  Agent  May  Not  Shave  Commissions  with  Nonresident 
Agent  who  Aids  in  Procuring  Insurance ,  Unless  Such  Agent 
Holds  a  Certificate  of  Authority 

Extract  from  letter  dated  June  11,  1912,  from  the  Superintendent  to  the 

Mutual  Benefit  Life  Insurance  Company. 

“  *  *  *  You  state : 

‘  One  of  our  agents  in  Minnesota  solicited  a  man,  who  afterwards  moved 
to  Syracuse,  and  wrote  to  us  to  follow  the  case  up.  One  of  our  regularly 
licensed  agents  solicited  this  man,  and  finally  wrote  his  application.  He 
handled  the  matter  completely  and  entirely,  but  feels  that  the  agent  in  Min¬ 
nesota  who  formerly  worked  on  the  case,  is  entitled  to  part  of  the  commis¬ 
sion.  Under  the  circumstances  does  your  Department  rule  that  the  man  in 
Minnesota  should  have  a  license  to  receive  part  of  the  commission,  he  not 
appearing  in  the  present  transaction  in  any  way?’ 

Section  91  of  the  Insurance  Law  of  this  State  provides: 

4  No  life  insurance  corporation  doing  business  within  this  State,  or  agent 
thereof,  shall  pay  any  commission  or  other  compensation  to  any  person  for 
services  in  obtaining  new  insurance,  unless  such  person  shall  have  first  pro¬ 
cured  from  the  Superintendent  of  Insurance  a  certificate  of  authority  to  act 
as  an  agent  of  such  company  as  hereinafter  provided.’  ” 

New  York  Agent  May  Not  Share  Commissions  1  Yith  N onlicensed 

Foreign  Agent  Procuring  Prospects 

Extract  from  letter  dated  Xovember  25,  1912,  from  the  Superintendent  to  the 
Northwestern  Mutual  Life  Insurance  Company. 

“  You  state: 

‘A  question  has  risen  in  connection  with  section  91  of  the  New  York  Insur¬ 
ance  Law  as  follows: 

Is  an  agent  of  this  company  in  another  state  required  to  be  licensed  in 
New  York  in  order  to  receive  a  commission  on  a  policy  issued  through  a  regu¬ 
lar  agent  of  this  company  in  New  York  and  duly  licensed  as  such  in  a  case 
wherein  the  outside  agent  writes  the  New  Y7ork  agent  giving  him  the  name 
of  a  prospect  and  the  regular  New  YTork  agent  writes  the  application  and  de¬ 
livers  the  insurance?’ 

In  mv  opinion  the  payment  of  commission  as  recited  would  be  a 
violation  of  the  prohibition  of  section  91  of  the  Insurance  Law. 

SUB.  3.  AGENTS’  APPLICATIONS  FOR  CERTIFICATES  OF  AUTHORITY 

Rulings  of  the  Superintendent  dated  May  17,  1909,  on  the  law  which  became 

operative  May  7,  1909. 

“First.  These  applications  must  he  signed  by  the  proposed 
agent  and  countersigned  by  the  company  he  is  to  represent. 
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Second.  Agents  representing  more  than  one  company  must  file 
a  separate  application  for  each  company  to  be  represented,  such 
application  to  be  approved  and  countersigned  by  such  company. 
There  is  no  provision  in  the  Insurance  Law  recognizing  a  general 
license  authorizing  the  holder  thereof  to  represent  several  life  com¬ 
panies. 

Third.  The  new  regulations  apply  to  all  agents  for  life  insur¬ 
ance  companies,  whether  such  companies  be  Hew  York  companies 
or  companies  organized  under  the  laws  of  other  states  or  countries. 

Fourth.  The  power  given  the  Superintendent  to  refuse  to  issue 
certificates  of  authority  will  be  exercised  in  all  cases  where 
answers  are  unsatisfactory. 

Fifth.  Agents  appointed  on  company  applications  filed  on  or 
before  May  6th,  will  not  be  required  to  apply  under  the  new  law 
until  January  1,  1910,  they  being  authorized  agents  under  the  old 
law  until  that  date.” 

(See  §  49  “ Agents.”) 

Superintendent  Has  Discretionary  Power  to  Issue  or  Refuse 

License  to  Agent 

Extract  from  Opinion  of  Department  Counsel,  dated  April  IS.  1910. 

“  Under  section  91  of  the  Insurance  Law,  you  have  the  discre¬ 
tion  to  issue  or  refuse  to  issue  a  license.  The  law  was  moulded 
in  its  present  form  apparently  with  the  express  purpose  of  giving 
the  Superintendent  the  opportunity  to  use  his  discretion  for  the 
betterment  of  the  so-called  field  conditions  of  life  insurance. 
*  *  *  Having  given  you  a  wide  discretion  in  the  right  to  grant 

or  refuse  to  grant  a  license,  it  would  seem  that  the  law  does  not  re¬ 
quire  you  to  test  every  question  presented  concerning  a  man  by 
the  cold  rules  of  evidence.” 

(See  letter  dated  Hov.  22,  1909,  from  the  Superintendent  to 
the  Hew  York  Life  Insurance  Company,  §  89,  sub.  4.) 

(See  also  §§  49  and  50.) 
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SUB.  4.  FORM  OF  APPLICATION  FOR  AGENT’S  CERTIFICATE  OF 
AUTHORITY  UNDER  THE  LAW  WHICH  BECAME  OPERATIVE  MAY  7, 
1909 

Authorized  by  the  Superintendent  May  12,  1909 

Read  section  91  of  the  Insurance  Law  as  amended  May  7,  1909,  on  reverse 

side  of  this  application. 

State  of  New  York  —  Insurance  Department 

Application  for  Agent’s  Certificate  of  Authority 

BY 


Name:  . 

*  Business  address:  . 

Insert  (a)  Street  and  Number,  (b)  City  or  Town,  (c)  County,  (d)  State. 
(If  a  non-resident,  fill  in  this  line  also;  see  footnote.) 


STREET  AXD  NUMBER  RESIDENCE  COUNTY 

Residence  address:  . 

Insert  (a)  Street  and  Number,  (b)  City  or  Town,  (c)  County,  (d)  State. 
Company  you  desire  to  represent : . 

Are  you  to  act  as  Soliciting  Agent,  or  Man¬ 
aging  or  General  Agent? . 

Present  occupation:  . 

(Give  full  details.) 


What  other  or  further  occupation  have  you 

been  engaged  in  during  past  twelve 

months?  . 

Has  your  license  ever  been  refused,  suspended 

or  revoked  by  the  Insurance  Department 

of  this  or  any  other  State? . 

If  so,  give  particulars . 

Do  you  intend  to  devote  vour  time  wholly  to 

*/  *. 

soliciting  life  insurance? . 

What  business  other  than  life  insurance,  if 

any,  do  you  intend  to  carry  on? . 

What  previous  experience  have  you  had  in 

the  life  insurance  business? . 

Does  any  company  or  agency  with  whom  you 
have  previously  been  engaged  claim  any 


*  A  non-resident  applicant  must  insert  at  “Business  address”  (a)  home  business 
address,  and  ( b )  a  business  address  in  this  State  indicating  the  county  in  this  State 
in  which  be  has  an  office  for  the  transaction  of  business.  Thus,  a  non-resident 
may  show  tiro  business  addresses  :  he  ?nust  show  one  business  address  in  this  State. 

The  Department  requires  that  there  shall  accompany  each  application  for  an 
Agent’s  Certificate  of  Authority  evidence  that  the  company  or  its  representative 
has  investigated  the  qualification  of  the  applicant  to  act  as  their  agent.  A 
written  report  of  such  investigation,  giving  the  facts  as  to  the  character  and 
experience  of  the  applicant,  countersigned  by  the  officer  who  approves  the  appli¬ 
cation,  must  be  attached  hereto. 
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unpaid  balance  against  you  for  any  cause 

whatever? . If  so,  state 

particulars . 


If  a  soliciting  agent,  give  approximate 
amount  of  insurance,  or  number  of  policies, 
if  any,  written  by  you  and  paid  for  during 

past  twelve  months . 

For  what  Companies? . 

This  application  is  made  for  the  purpose  of  procuring  a  Certificate  of 
Authority  from  the  Superintendent  of  Insurance  of  the  State  of  New  York 

to  act  as  an  agent  of  the . ; 

and  I  warrant  the  answers  and  statements  above  made  to  be  full,  complete 
and  true. 


Witness: 


(Signature  of  person  desiring  certificate.) 


This  application  is  approved,  and  we  request  that  the  Certificate  of  Au¬ 
thority  asked  for  be  granted. 

. Company 

By ... . . 

Section  92  —  No  Forfeiture  of  Policy  Without  Notice 

Company  May  Not  Omit  the  “  Grace  Clause  ”  in  Policies  on  the 
Monthly  Payment  Plan ;  “  Industrial  Insurance  ”  Defined 

(See  letter  dated  May  9,  1907,  from  the  Superintendent  to 
the  Washington  Life  Insurance  Company,  quoting  letter  from 
Haley  Fiske  to  the  Superintendent,  §  101  (old),  sub.  A.  2.) 

Assignment  of  Policy  Effective  Between  the  Parties  Without 

Notice  to  Company 

Ruling  of  August  9,  1909. 

“  The  statement  (in  a  life  insurance  policy)  that  no  assignment 
shall  take  effect  until  written  notice  thereof  shall  be  given  to  the 
company,  is  not  proper.  An  assignment  of  a  policy  of  life  insur¬ 
ance.  when  made  in  regular  form  by  the  proper  party  and  for  a 
sufficient  consideration  will  ‘  take  effect 9  as  between  the  parties  to 
such  assignment,  whether  or  not  written  notice  of  the  assignment 
be  given  to  the  insuring  company.  The  form  which  is  in  common 
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use  seems  to  be  better.  This  provides  as  follows:  ‘No  assign¬ 
ment  of  this  policy  shall  be  binding  upon  the  company  unless 
the  original  assignment  or  a  duplicate  thereof  be  filed  at  its  home 
office.’  ” 

Waiver  of  Lapse  or  Forfeiture  Provisions  in  Application  Void 
(See  Ruling  of  August  7,  1909,  §  88,  sub.  18.) 

Attempt  to  Limit  Time  for  Action  on  a  Policy  to  One  I  ear 

Prohibited 

Ruling  of  August  3,  1909. 

“  The  attempt  to  limit  to  one  year  the  time  for  commencing  an 
action  on  the  policy  contract  cannot  be  approved.  Section  92  of 
the  Insurance  Law  provides  that  on  a  forfeited  policy  an  action 
may  be  instituted  within  two  years  from  the  day  upon  which  de¬ 
fault  was  made  in  paying  the  premium,  etc.  *  *  *  In  the 

case  of  an  insurance  policy,  which  matures  as  a  death  claim,  or 
as  an  endowment,  it  seems  that  the  ordinary  limitation  established 
by  the  Code  of  Civil  Procedure  should  apply.” 


Section  94  —  Election  of  Directors 

IIoiv  Copies  of  Lists  of  Policyholders  May  be  Obtained 

Extract  from  letter  of  April  12,  1909,  from  the  Superintendent  of  Insurance 

to  Mr.  Sol  Rosenblatt. 

“  The  Superintendent  has  made  the  following  ruling  in  regard 
to  obtaining  copies  of  lists  of  policyholders  on  file  in  the  Depart¬ 
ment  : 

‘  Lists  of  policyholders  on  file  shall  be  subject  to  inspection  and  copy  by 
any  policyholder,  or  by  his  authorized  representative,  at  any  time  during 
business  hours.  A  policyholder  appearing  in  person  must  present  his  policy, 
bis  last  receipt  for  premiums  paid  and  satisfactory  proof  of  his  identity.  A 
policyholder  designating  a  representative  to  inspect  or  copy  from  a  list  on  file 
in  the  Department  will  be  privileged  to  appear  by  only  one  representative  at 
a  time.  This  representative  must  produce  a  written  designation  conferring 
authority  in  each  instance,  stating  the  name  of  the  company  insured  in,  the 
number  of  the  policy,  the  date  to  which  premium  has  been  paid,  and  name 
of  the  appointee;  the  designation  must  be  duly  signed  by  such  policyholder 
and  acknowledged  by  him  before  a  notary  public.’  ” 


268 


Extracts  from  Killings  and  Opinions 


94 


Form  of  Authorization 

10  WHOM  IT  MAY  CONCERN: 

J3E  IT  KNOWN  that  in  accordance  with  paragraph  5  of  Section  94  of  the 
Xew  York  Insurance  Laws,  and  with  the  regulations  prescribed  by  the  Super¬ 
intendent  of  Insurance  thereunder,  I  hereby  designate,  empower,  authorize 

and  appoint .  as  my  representative  to  inspect 

and  copy  the  lists  of  .  Life  Insurance  Company  of 

.  during  the  time  they  are  on  file,  as  provided  by 

law. 

I  further  certify  that  I  am  insured  in  the  said . 

Life  Insurance  Company  of .  by  Policy  Xo . 

upon  which  the  premium  has  been  paid  to .  and 

that  I  reside  in  . 

. (seal) 


STATE  OF 
County  of 


} 


ss: 


BEFORE  the  undersigned,  a  notary  public,  in  and  for  said  county  and 

state,  personally  appeared . personally  known 

to  me  to  be  the  same  person  whose  name  is  signed  to  the  foregoing  instrument, 
and  acknowledged  that  he  executed  and  delivered  the  same  as  his  free  and 
voluntary  act  and  deed,  for  the  uses  and  purposes  therein  set  forth. 

IX  WITXESS  WHEREOF,  I  have  hereunto  affixed  my  notarial  hand  and 
seal  this .  day  of  .  A.  D.  19... 


Notary  Public. 


Company  May  File  Corrected  Copies  of  Last  Years  Lists  of 

Policyholders  with  Supplement  Containing  Business  for  1910 

Extract  from  letter  dated  March  27,  1911,  from  the  Superintendent  to  the 

Germania  Life  Insurance  Company. 

a*  *  *  You  state  that: 

‘  The  removal  of  our  offices  to  the  new  building  at  Union  Square  and  East 
Seventeenth  Street  will  interfere  to  a  considerable  extent  with  the  daily  rou¬ 
tine  work  and  it  would,  therefore,  be  a  great  convenience  to  us  if  we  could 
be  allowed  to  file  our  lists  of  last  year  with  a  supplement  containing  the 
business  of  1910.  And  inasmuch  as  independent  nominations  for  directors 
of  this  company  have  not  been  made  in  the  past  and  are  not  likely  to  be 
made  in  the  future,  we  hereby  take  the  liberty  of  asking  whether  the  filing 
of  the  lists  of  European  policyholders  could  not  be  dispensed  with  and  the 
time  and  cost  of  preparing  such  lists  be  thus  saved  to  our  Berlin  office.’ 

I  would  advise  you  that  filing  corrected  copies  of  last  year's 
lists  of  policyholders  in  the  home  department  with  a  supplement 
containing  the  business  of  that  department  for  1910,  will  he  con¬ 
sidered  a  practical  compliance  with  the  law.  In  the  event  of  the 
nomination  of  an  opposition  ticket  this  ruling  will  not  hold  good. 
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Lists  of  Policyholders  in  Life  Companies  Not  Subject  to  Copying 

for  Private  Use 

Lxtract  from  letter  dated  June  7,  1912,  from  the  Superintendent  to  Benedict 

M.  Holden. 

“  I  am  in  receipt  of  your  letter  of  the  5th  inst.  enclosing  a 
letter  of  introduction  from  Hon.  Theodore  H.  Macdonald,  ex- 
Insurance  Commissioner  of  the  State  of  Connecticut. 

You  state  in  your  letter  that,  under  the  laws  of  the  State  of 
Hew  York,  insurance  companies  are  obliged  to  file  in  this  De¬ 
partment  lists  containing  the  names  of  policyholders  who  have 
the  right  to  vote  for  trustees,  etc.,  and  you  ask  whether,  if  you 
should  send  a  clerk  here  to  Albany  with  a  stenographer,  you 
might  secure  the  names  of  the  policyholders  in  the  Hew  York 
companies. 

It  is  true  that  the  lists  of  policyholders  are  temporarily  in  the 
possession  of  this  Department  in  connection  with  the  election  of 
directors,  but  they  are  sent  here  solely  for  use  in  that  connection, 
and  they  have  never  been  given  to  the  public  by  the  Department. 
It  has  been  felt  that,  if  public  access  to  these  lists  were  per¬ 
mitted,  they  might  be  utilized  by  persons  who  had  in  mind  other 
objects  than  those  for  which  the  lists  were  filed  here.  This  would 
not  be  fair  to  the  companies  nor  to  the  individual  policyholders. 
I  must,  therefore,  answer  your  inquiry  as  to  the  possibility  of 
having  these  lists  copied  for  private  use  in  the  negative.” 

Inspectors  of  Election  Must  be  Designated  by  Superintendent 

Inspectors  for  the  election  of  directors  of  a  domestic  life  insur¬ 
ance  company  should  be  designated  by  the  Superintendent. 

(See  Op.  A.  G.  Dec.  10,  1906.) 

Nominations  of  Directors  Must  be  Filed  with  Superintendent 

Hame  of  candidate  for  director  must  be  filed  with  Superintend¬ 
ent  as  having  been  nominated  for  that  office. 

(See  Op.  A.  G.  May  22,  1908.) 

Effect  of  Section  on  Stockholders 

Section  94  applies  to  stock  companies  in  which  policyholders, 
either  in  whole  or  in  part,  are  given  the  right  to  vote  for  directors, 
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ut  does  not  preclude  stockholders  from  voting  upon  their  stock  in 
Accordance  with  the  Stock  Corporation  Law ;  a  stockholder  cannot 
also  vote  as  a  policyholder. 

(See  Op.  A.  G.  Dec.  21,  1906.) 

1907  Amendments  Not  Applicable  to  Elections  of  Stock 

Companies 

Chapter  623,  Laws  of  1907,  extending  periods  within  which 
nominations  might  be  made,  does  not  apply  to  the  elections  of  stock 
life  insurance  companies  held  in  1907,  but  such  elections  may  be 
held  in  accordance  with  the  provisions  of  the  section  prior  to 
amendment. 

(See  Op.  A.  G.,  Aug.  30,  1907.) 

Effect  of  Amendment  of  1907  on  Stock  Companies 

All  proceedings  of  stock  insurance  corporations  after  July  19, 
1907,  are  to  he  governed  by  amendment  to  section  94  [chap.  623. 
L.  1907],  in  effect  on  that  day,  so  far  as  the  same  can  be  applied 
without  taking  away  the  right  to  file  nominations  and  hold 
elections. 

(See  Op.  A.  G.,  Sept.  10,  1907.) 

When  Policyholders  May  Not  Participate  in  Election  of  Directors 

The  amendment  to  the  charter  of  the  Equitable  Life  Assurance 
Society  providing  for  the  election  of  twenty-eight  of  its  fifty-two 
directors  by  the  policyholders  of  said  company  and  excluding  the 
stockholders  from  participation  in  such  election  being  illegal  and 
void,  the  policyholders  of  such  company  have  no  right  under  pres¬ 
ent  conditions  to  participate  in  the  election  of  directors. 

(See  Op.  A.  G.,  May  4,  1911.) 

Proxy  Only  Covers  Directors  Named  in  Nomination  Certificate 

Extract  from  letter  dated  September  27,  1912,  from  the  Superintendent  to 

L.  M.  Merchant. 

In  reply  to  your  favor  of  the  26th  inst.  I  beg  to  state  that  as  I 
read  the  nomination  certificate  forwarded  by  you,  in  the  matter 
of  the  Security  Mutual  Life  Insurance  Company  of  Binghamton, 
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Y.  Y.,  that  the  three  persons  designated  therein  are  designated 
for  the  particular  purpose  of  receiving  proxies,  which  proxies  are 
to  he  voted  for  in  support  of  the  persons  nominated  for  directors 
in  said  nomination  certificates  and  for  no  other  purpose.  It  does 
not  appear  that  any  one  of  the  three  persons  designated  to  receive 
the  proxies  could  properly  vote  for  anyone  for  director  other 
than  those  named  by  the  policyholder  signing  the  nomination 
certificate. 

Proxy  Must  be  Executed  Within  Three  Months  Prior  to  Election 

Extract  from  letter  dated  October  29,  1912,  from  the  Superintendent  to  the 

Security  Mutual  Life  Insurance  Company. 

“  You  write  as  follows : 

Subdivision  12  of  section  94  of  the  Insurance  Law  provides:  ‘At  least  three 
months  prior  to  any  such  election,  the  corporation  shall  cause  to  be  mailed 
.  .  .  a  serially  numbered  official  ballot  in  a  form  approved  by  the  Super¬ 
intendent.  .  .  .  The  respective  tickets  nominated,  etc.’  Subdivision  16 

provides:  ‘A  policyholder  desiring  to  vote  by  mail  must  indicate  the  name  of 
the  nominee,  etc.  .  .  .  and  must  sign  the  said  official  ballot  in  his  own 

handwriting,  etc.’  Subdivision  17  provides:  ‘Such  policyholder  must  enclose 
the  official  ballot  so  marked  in  such  return  envelope  or  in  a  similarly  inscribed 
envelope,’  etc. 

Subdivision  18  provides:  ‘Anv  policvholder  mav  vote  bv  proxy.  ...  A 
proxy  shall  not  be  valid  unless  executed  within  three  months  prior  to  the  elec¬ 
tion,  etc.  Under  the  foregoing  provisions  of  the  statute,  it  would  appear  that 
the  time  of  mailing  by  the  company  to  the  policyholders  of  the  official  ballot, 
is  not  specified,  except  that  it  must  be  “  at  least  three  months  prior  to  such 
election.”  The  next  election  of  this  company  occurs  on  the  4th  day  of  Feb¬ 
ruary,  1913,  so  that  according  to  our  understanding  of  the  law,  and  as  we  are 
advised  by  counsel,  such  official  ballots  may  be  mailed  at  any  time  between 
now  and  not  later  than  November  4,  1912.  As  the  statute  is  entirely  silent, 
the  policyholder  would  seem  to  have  a  right  to  vote  the  official  ballot  by  mail 
at  any  time  after  he  receives  the  same.  A  proxy,  however,  to  be  valid,  must 
be  executed  on  or  after  November  5,  1912,  in  order  to  be  voted  at  the  approach¬ 
ing  election.  If  our  understanding  of  the  law  is  not  correct,  please  advise.’ 

My  understanding  of  tlie  above-quoted  provisions  of  subdivision 
18  agrees  with  yours.” 

Vacancies  in  Administration  Ticket;  How  Filled 

Extract  from  letter  dated  April  15,  1913,  from  the  Superintendent  to  the 

Manhattan  Life  Insurance  Company. 

“  Your  favor  of  the  12th  inst.,  relating  to  the  filling  of  certain 
vacancies  in  your  Board  of  Directors  has  been  received.  ^  ou 
state ; 
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‘Two  of  the  nominees  whose  names  are  on  the  administration  ticket  (filed 
with  the  Department  in  accordance  with  the  law)  resigned  as  directors  within 
five  months  prior  to  the  approaching  election.  They  have  both  stated  that  if 
elected  in  May  they  will  not  serve  and  will  write  a  letter  to  that  effect,  if  de-. 
sired.  Their  names  being  still  on  the  administration  ticket  filed  with  you,  it 
would  seem  that  there  is  no  other  course  but  to  leave  their  names  on  the 
ticket.’ 

From  this  statement  it  would  appear  that  two  of  the  nomina¬ 
tions  for  your  administration  ticket  have  been  voided  within  five 
months  prior  to  the  approaching  election  by  the  declination  of  the 
nominees  to  act  as  directors.  This  being  so,  I  am  of  the  opinion 
that  the  vacancies  so  caused  may  be  filled  by  action  of  the  direct¬ 
ors  elected  at  the  election  in  question.  I  would  suggest  that  this 
action  be  later  ratified  bv  the  entire  board.” 


Section  96  —  Limitation  of  New  Business 

Section  96  refers  to  limitation  of  new  business  by  domestic 
life  insurance  companies  only. 

(Ins.  Dept,  rulings,  Dec.  5,  1906.  Section  since  amended.) 

Meaning  of  “  Issued  ”  as  Used  in  This  Section 

Extract  from  letter  dated  July  23,  1909,  from  the  Superintendent  to  the 

New  York  Life  Insurance  Company. 

“  The  Department  understands  that  the  meaning  of  the  word 
k  issue  ’  in  section  96  is  that  only  policies  which  have  actually 
been  paid  for  and  of  which  the  company  writing  them  has  re¬ 
ceived  advices,  so  as  to  make  proper  entries  on  its  books  on  or 
before  December  31st  in  any  given  year,  should  be  considered  in 
estimating  the  gross  amount  of  new  business  ‘  issued  ’  in  that 
year;  that  is,  always  granting  that  such  company  has,  in  good 
faith,  used  all  reasonable  diligence  to  secure  such  advices  and 
make  such  entries.” 

Annuity  Contracts  of  Any  Form  Not  Within  Provisions  of  Section 

Extract  from  letter  dated  August  2,  1909,  from  the  Superintendent  to  the 

New  York  Life  Insurance  Company. 

“  I  would  advise  you  that  in  my  opinion  annuity  contracts, 
whether  they  are  survivorship  annuities  or  not,  do  not  come  within 
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the  provisions  of  sections  96  and  97  of  the  Insurance  Law,  except 
as  to  the  provisions  of  the  latter  section  relating  to  expenses  other 
than  investment  expenses.'7 


The  Words  “  Policies  of  Reinsurance  ”  in  Section  96  Cover  Cases 
of  Assumption  by  One  Company  of  the  Policies  of  Another 


Extract  from  letter  dated  November  9,  1911,  from  the  Superintendent  to  the 

Metropolitan  Life  Insurance  Company. 

“ Answering  your  letter  of  November  6th,  I  note  that  you  ash 
whether,  in  my  opinion,  the  words  ‘  policies  of  re-insnrance  ’  in 
section  96,  among  the  policies  which  shall  not  be  counted  in  de¬ 
termining  the  amount  of  new  business  issued,  cover  the  case  of 
the  assumption  by  one  company  of  the  policies  of  another  com¬ 
pany.  This  I  answer  unquestionably  yes. 

These  words  were  inserted  at  the  instance  of  the  Department  so 
that  companies  which  were  approaching,  or  were  likely  to  ap¬ 
proach,  the  limit  on  new  business  set  by  section  96  would  still 
be  in  the  market,  so  far  as  this  Department  was  concerned,  in 
case  it  was  liquidating  a  company  and  desired  to  reinsure  the 
latter’s  business.  It  was  thought  that  if  the  company  to  which 
application  was  made  should  be  so  prosperous  as  to  be  near  the 
limit,  it  would  hesitate  to  make  a  reinsurance  desired  by  the  De¬ 
partment  and  thereby  deprive  its  field  force  of  proper  oppor¬ 
tunity  to  write  its  full  quota  of  new  business.” 


Limitations  of  Section  96  Apply  to  Foreign  Life  Insurance 

Corporations 

Extract  from  letter  dated  October  3,  1912,  from  the  Superintendent  to  the 
Northwestern  Mutual  Life  Insurance  Company. 

“Section  96  of  the  Insurance  Law  which  limits  the  amount  of 
new  business  which  may  be  written  by  a  domestic  life  insurance 
corporation  applies  to  th®  issues  c  in  the  aggregated  The  limita¬ 
tions  of  this  section  apply  to  foreign  life  insurance  corporations 
doing  business  in  this  state.” 
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Section  97  —  Limitation  of  Expenses 

SUB.  I.  APPLICATION  OF  SECTION 

New  Provisions  of  Law  Do  Not  Affect  Contracts  Previously 

Entered  Into 

Extract  from  letter  dated  August  16,  1906,  from  the  Superintendent  to  The 

Western  Underwriter. 

“  The  Attorney-General  has  taken  the  general  position  that  the 
new  provisions  of  the  Insurance  Law  would  not  and  could  not 
affect  contracts  previously  lawfully  entered  into  and  as  to  which 
there  was  no  power  of  alteration  or  revocation  reserved,  at  any 
rate.” 

Nylic  Contract  Not  Affected  by  Amendment  of  1906  and  Should 
be  Classified  as  a  General  Expense  of  Company 

Extract  from  letter  dated  February  12,  1907,  from  the  Superintendent  to 

Mr.  W.  L.  Guffin. 

“  Your  favor  of  the  4th  inst.,  in  re  Nylic  agents  of  the  Yew 
York  Life  Insurance  Co.,  has  been  received.  From  an  opinion 
of  the  Attorney-General  bearing  date  December  28,  1906,  I  quote 
the  following: 

‘  First.  The  legal  relation  created  between  the  company  and  the  soliciting 
agent  by  membership  in  “  Nylic  for  Agents,”  is  contractual. 

Prior  to  the  insurance  legislation  of  1906,  there  was  no  legal  obstacle  in 
the  way  of  a  life  insurance  company  of  this  State  making  the  arrangement 
with  agents  embodied  in  membership  of  “  Nylic  for  Agents.” 

‘  Third.  The  “  Nylic  ”  contract,  above  referred  to,  made  prior  to  April  27, 
1906,  is  not  subject  to  the  provision  of  the  law  of  1906,  prohibiting  “All 
bonuses,  prizes  and  rewards,  and  all  increased  or  additional  commissions  or 
compensation  of  any  sort  based  upon  the  volume  of  any  new  or  renewed 
business  or  the  aggregate  of  policies  written  or  paid  for.” 

‘  Fourth.  The  “  Nylic  ”  arrangement  and  the  legal  relation,  above  referred 
to,  being  contractual  and  valid  prior  to  April  27,  1906,  the  insurance  statute 
passed  on  that  day  does  not  interfere  with  the  “  Nylic  ”  contract  with  agents 
then  members  of  “  Nylic.” 

‘  Fifth.  In  classifying  the  expenses  of  the  company’s  business,  this  “  Nylic  ” 
expense  should  be  classified  as  a  general  expense  of  the  company. 

‘  Sixth.  Under  the  provisions  of  the  Insurance  Law,  as  amended  in  1906, 
and  particularly  the  limitations  and  prohibitions  of  sections  97  and  98,  the 
plan  and  agreements  or  contracts  of  “  Nylic  ”  for  agents  cannot  be  continued 
for  agents  employed  after  such  amendments  took  effect  and  any  “  Nylic 
contracts  made  after  the  taking  effect  of  the  amended  statute  are  contrary 
thereto  and  illegal  and  void.’ 
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See  the  case  of  Boswell  v.  Security  Mutual  Life  Insurance 
Co.,  193  Y.,  p.  465,  in  which  the  court  said  (page  473) : 

’  We  are  of  opinion  that  section  97  of  the  Insurance  Law  should  not  be 
construed  as  retroactive  and,  therefore,  it  does  not  apply  to  the  contract 
before  us.  If  construed  otherwise  it  would  contravene  the  provision  of  the 
Federal  Constitution  that  no  State  shall  pass  any  law  impairing  the  obliga¬ 
tion  of  contracts.’  ” 

Section  Has  no  Application  to  New  Business  Secured  Under 
Contracts  Entered  into  Before  the  Passage  of  the  Law 

Extract  from  letter  dated  June  10,  1909,  from  the  Attorney-General  to  the 

Superintendent  of  Insurance. 

“  *  *  *  You  call  my  attention  to  two  opinions  rendered  by 

my  predecessor  under  dates  of  January  27,  1908,  and  December 
28,  1908,  and  ask  the  following  questions: 

4  First.  In  the  case  of  an  agent’s  contract  made  before  the  enactment  of 
section  97,  providing  a  rate  of  compensation  for  first  year  business  greater 
than  that  permitted  by  section  97,  as  in  the  case  of  Boswell,  what  disposition 
should  be  made  of  the  amount  paid  to  such  agent  in  excess  of  the  amount  per¬ 
mitted  by  section  97  ? 

Second.  Should  a  life  insurance  corporation,  which  has  outstanding  agency 
contracts  of  the  character  above  mentioned,  be  held  to  the  limitations  pre¬ 
scribed  in  section  97  as  to  expenses  for  new  business  acquired  through  such 
agencies? 

Third.  Should  the  limitations  prescribed  in  section  97  as  to  expenses  for 
new  business,  be  applied  to  each  individual  agent;  to  the  aggregate  expenses 
of  all  agencies;  or  only  to  such  agents  as  hold  contracts  made  in  accordance 
with  the  provisions  of  section  97  ? 

Fourth.  What  provision,  if  any,  should  be  made  in  Schedule  Q  under  the 
head  of  Mortality  gains  (by  Select-and-Ultimate  method)  for  business  ac¬ 
quired  through  an  agent  holding  a  contract  of  the  character  above  mentioned?  ’ 

*  *  I  therefore  advise  you  to  disregard  the  opinion  of 

the  deputy  Attorney-General  dated  December  28,  1908,  and  to 
be  guided  as  to  the  proper  interpretation  of  this  law  by  the  opinion 
of  January  27,  1908,  setting  forth  the  decision  of  the  Appellate 
Division  in  this  case.  (Bosw^ell  v.  Security  Mutual  Life  Insur¬ 
ance  Co.,  119  App.  Div.  723.) 

I  also  advise  you  that  under  the  decision  of  the  Court  of 

i/ 

Appeals  (193  K.  Y.  465),  this  section  is  to  have  no  effect  what¬ 
ever  upon  contracts  with  agents  entered  into  before  its  passage. 

The  answers  to  your  four  questions  follow  logically  and  clearly 
from  these  two  principles : 
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First.  The  amount  paid  to  each  agent  in  excess  of  the  amount 
which  would  be  permitted  by  section  97  will  be  carried  simply  as 
a  general  expense  of  the  company  if  he  procured  business  under 
a  contract  which  antedated  the  enactment  of  this  section. 

Second.  The  corporation  is  not  held  to  the  limitations  pre¬ 
scribed  in  this  section  as  to  expenses  for  new  business  acquired 
through  agents  acting  under  such  contracts. 

Third.  The  limitations  prescribed  in  section  97  should  be 
applied  to  each  individual  agent  acting  under  contracts  which  are 
subject  to  this  section. 

Fourth.  The  1  Mortality  gains  (by  Select  and  Ultimate 
method)  ?  reported  in  schedule  Q  of  the  annual  report,  need  not 
include  such  gains  acquired  through  an  agent  holding  a  contract 
not  subject  to  section  97,  because  they  have  no  effect  one  way  or 
another  upon  the  amount  which  the  company  can  expend  for  new 
business. 

In  considering  this  question,  it  should  be  borne  in  mind  that 
every  contract  which  antedates  the  enactment  of  this  section  is  not 

t/ 

excluded  from  its  limitations.  Only  those  contracts  so  entered 
into  which  have  a  definite  period  to  run  which  has  not  yet  ex¬ 
pired  are  so  exempt.” 

(See  Op.  A.  G.,  June  10,  1909.) 

The  Language  “On  its  Behalf”  Prohibits  Payment  by  Any 
Person  on  Behalf  of  Company  for  Forbidden  Purposes 

Extract  from  letter  dated  August  22.  1907,  from  the  Superintendent  to 

Mr.  Miles  M.  Dawson. 

“  Replying  to  your  inquiry  dated  the  22d  inst.,  with  reference 
to  rulings  of  the  Insurance  Department  by  letters  dated  August  19 
and  20,  respectively,  under  section  97  of  the  Insurance  Law  limit¬ 
ing  expenses  of  life  insurance  corporations,  and  in  response  to 
your  request  for  an  opinion  interpreting  the  language  ‘  on  its  be¬ 
half  ’  wherever  found  in  said  section,  1  beg  to  advise  you  that  this 
Department  construes  the  entire  section  in  accordance  with  its 
spirit  and  purpose  to  limit  the  amount  which  may  be  paid  by  life 
insurance  corporations  for  compensation  and  expenses  as  therein 
defined  and  in  doing  so  give  force  and  effect  to  its  entire  phrase¬ 
ology.  The  specific  words  ‘  on  its  behalf  ’  appear  in  connection 
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with  provisions  prohibiting  payments  by  a  company  for  new  busi¬ 
ness,  for  expenses  in  any  year,  for  applications  for  insurance  or 
collection  of  premiums  without  determination  of  amount  in  ad¬ 
vance  and  for  advances  to  solicitors  of  insurance  without  ade¬ 
quate  collateral  security.  They  unmistakably  are  intended  to  pre¬ 
vent  expenditures  or  advances  by  any  person,  firm  or  corporation 
on  behalf  of  a  life  insurance  company  for  the  forbidden  purposes, 
without  regard  to  ownership  of  the  funds  or  of  methods  employed, 
and  include  the  incurring  of  any  liability.” 


Mutual  Life  Company  May  Not  Give  Subscription  to  Anti- 

Tuberculosis  League 

Extract  from  letter  dated  October  18,  1911,  from  the  Superintendent  to  the 
Mutual  Life  Insurance  Company  of  New  York. 


“  Your  favor  of  the  10th  inst.  with  enclosures  relating  to  the 
appeal  of  the  Louisiana  Anti-Tuberculosis  League,  was  received 
by  due  course  of  mail ;  absence  from  the  city  has  prevented  an 
earlier  reply. 

I  need  hardly  state  to  you  that  I  am  heartily  in  favor  of  any 
and  all  plans  to  improve  sanitary  conditions,  and  appreciate  the 
benefits  that  will  flow  from  such  enterprises  as  that  of  the  league ; 
however,  as  the  law  of  Yew  York  now  stands,  I  am  unable  to 
give  my  approval  to  the  giving  by  your  mutual  company  of  a 
subscription  to  such  league.” 

SUB.  2.  FIRST  YEAR’S  EXPENSES,  LOADING  AND  MORTALITY 

SAVINGS 

Computations  for  Expense  are  to  be  Made  by  Calendar  Years  and 
Should  Not  Include  Fractional  Payments  Made  on  Issue  of 
Previous  Year  but  Issues  of  the  Year  in  Question,  to  be  Re¬ 
ceived  the  Following  Year 

Extract  from  letter  dated  June  29,  1906,  from  Metropolitan  Life  Insurance 
Company  to  the  Superintendent  of  Insurance. 

“  The  Metropolitan  Life  Insurance  Company  writes  a  large  number  of 
policies  through  its  ordinary  department,  where  premiums  are  payable  quar¬ 
terly  or  semi-annually.  It  follows,  therefore,  that  on  all  policies  issued  in 
April,  May  or  June,  1906,  on  a  quarterly  basis  and  continued  in  force,  the 
last  quarter  of  the  first  year’s  premium  will  be  due  in  January,  February 
and  March,  1907.  Similarly,  those  policies  issued  in  July,  August  and  Sep¬ 
tember  will  have  two  quarters  of  the  first  year’s  premiums  falling  due  in 
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1907  and  those  policies  issued  in  October,  November  or  December,  1906,  will 
have  three  quarters  of  the  first  year’s  premium  falling  due  in  1907. 

Agents’  commissions  are  not  due  or  payable  until  the  premiums  on  which 
the  commissions  are  based  are  paid;  so  that  the  agents’  commissions  on  first 
year’s  premiums  paid  in  1907  on  policies  issued  in  1906  would  constitute  a 
part  of  the  expenses  on  first  year’s  business  and  the  question  arises  under 
section  97  of  the  Insurance  Law: 

First,  whether  the  company  will  be  permitted  under  the  provisions  of  that 
section  to  take  credit  for  the  loadings  and  margins  therein  provided  on  such 
first  year’s  premiums  received  in  1907  on  the  business  issued  in  1906,  and, 

Second,  whether  that  section  of  the  law  contemplates  the  computation  of 
debits  and  credits  on  the  business  actually  issued  in  the  year  1907.  If  it  does 
contemplate  such  a  computation,  then  does  it  follow  that  in  calculating  the 
first  year’s  premiums  received  in  the  year  1907  on  the  business  issued  in 
that  year  the  company  is  to  exclude  all  the  first  year’s  premiums  received  on 
the  issue  of  the  year  1906  and  also  the  corresponding  expenses  which  the 
company  paid  on  account  of  such  premiums. 

The  Superintendent  replied  to  the  above  on  the  9th  July,  as 
follows : 

‘  Computations  for  expense  are  to  be  made  by  calendar  years. 
They  should  not  include  fractional  payments  made  on  issues  of 
the  previous  year,  but  should  include  fractional  payments  on  ac¬ 
count  of  issues  of  the  year  in  question,  to  be  received  in  the  fol¬ 
lowing  year.’  ” 


Where  Applications  and  Medical  Examinations  are  Made  Before 
January  1,  1907,  Premiums  Paid  After  That  Date  Enter  into 
the  Computation 

Extract  from  letter  dated  November  23,  1906,  from  the  Superintendent  to 
Connecticut  General  Life  Insurance  Company. 

“  Where  applications  and  medical  examinations  are  made  be¬ 
fore  January  1,  1907,  but  first  premiums  are  not  paid  until  after 
that  date,  the  policies  must  be  on  the  standard  forms  and  the 
premiums  enter  into  the  computation.” 

Company  Must  Report  as  Its  True  Cost  of  New  Business  Sums 
Paid  Under  Each  Head,  also  Additional  Sums  Paid  by  Its 
Agents  to  Sub-Agents  or  Otherwise  Over  and  Above  What  the 
Company  Has  Paid  or  is  to  Pay 

Extract  from  letter  dated  October  28,  1907,  from  Superintendent  to  Mr.  Miles 

M.  Dawson. 

u  Your  favor  of  the  24th  inst.,  referring  to  my  letter  to  the 
Metropolitan  Life  Ins.  Co.  dated  July  9,  1906,  has  been  received. 
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Relating  to  the  ruling  contained  in  the  letter  referred  to,  you 
write  as  follows: 

‘As  I  understand  your  ruling,  it  is  to  the  effect  that  the  amounts  to  be 
allowed  under  the  limitation  of  first  year’s  expenses  are:  First,  the  loadings 
on  new  premiums  received  during  the  year  for  business  issued  during  the  year; 
and  second,  the  loading  on  deferred  and  uncollected  premiums,  not  yet  re¬ 
ceived,  for  the  new  business  issued  during  the  year  and  the  Select  and  Ulti¬ 
mate  margin  for  all  policies  issued  during  the  year,  computed  as  follows, 
viz.:  (a)  The  full  margin  upon  all  policies  still  in  force  and  a  proportionate 
part  of  the  margin  for  all  policies  issued  and  upon  which  an  installment  was 
received  but  which  have  lapsed,  these  constituting  the  entire  provisions  ac¬ 
cording  to  the  statute  and  that  on  the  other  side  there  should  be  charged  all 
sums  expended  by  the  company  or  for  which  it  has  become  liable  under  the 
following  heads,  viz.: 

First.  Commissions  on  first  year’s  premiums  on  policies  issued  within  the 
year,  including  commissions  to  be  paid  upon  the  deferred  and  uncollected 
first  year’s  premiums  on  the  same. 

Second.  For  compensation  not  paid  in  commissions  for  services  in  obtaining 
new  insurance,  exclusive  of  salaries  paid  in  good  faith  for  agency  super¬ 
vision  either  at  the  home  office  or  at  branch  offices. 

Third.  For  medical  examinations  and  inspections  of  proposed  risks,  and, 

Fourth.  For  advances  to  agents  and  also  all  sums  expended  by  or  for  which 
any  person,  firm  or  corporation  on  behalf  of  the  company  or  under  any 
agreement  with  the  company,  has  become  liable,  for  the  same  purposes,  in¬ 
cluding  the  first  year’s  commissions  or  other  compensation  or  advances  to 
such  agent,  because  of  new  business  secured  by  himself  personally,  in  excess 
of  the  sums  payable  to  the  agent  under  his  contract  with  his  company. 

I  take  it  that  the  idea  is,  according  to  your  construction  of  the  law  as 
aforesaid,  that  the  company  must  report  as  its  true  cost  of  new  business, 
first,  the  sums  paid  or  to  be  paid  by  it  on  account  of  the  new  business 
under  each  of  these  heads  and  also  any  additional  sums  paid  or  to  be  paid  by 
its  agents  to  sub-agents  or  otherwise  over  and  above  what  the  company  has 
paid  or  is  to  pay,  which  sums  are  plainly  intended  by  the  statute  to  be  in 
eluded  as  a  part  of  the  cost  of  new  business  to  be  limited,  as  stated.’ 

Your  understanding  of  the  ruling  and  the  conclusion  you 
deduce  therefrom  are  entirely  correct.” 

Deferred  Dividend  Policies  Issued  in  1907,  but  Applied  for  and 
Premium  Paid  in  1906,  Not  to  be  Included  in  Computation 

Extract  from  letter  dated  September  14,  1006,  from  the  Superintendent  to 

The  Manhattan  Life  Insurance  Company. 

“  Where  applications  and  medical  examinations  are  made,  and 
binding  receipts  are  given  on  payment  of  the  premiums  on  or 
before  December  31,  1906,  the  company  may  write  the  policies  on 
deferred  dividend  plans.  In  such  cases  the  premiums  and  the 
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commissions  thereon  should  be  eliminated  from  the  computations 
provided  for  in  section  97  of  the  Insurance  Law. 

Where  the  policies  are  applied  for  in  1906,  but  not  issued  or 
delivered,  nor  premiums  thereon  paid  until  (on  or)  after  January 
1,  1907,  they  must  be  written  on  the  forms  prescribed  in  or  pro¬ 
vided  for  in  section  101  of  the  Insurance  Law.  In  such  cases  the 
premiums  and  the  commissions  thereon  would  enter  into  the  com¬ 
putations  provided  for  in  section  97.” 

Limitation  on  Margins  for  Expenses  on  Term  Policies 

Extract  from  letter  dated  October  29,  190C,  from  the  Superintendent  to  Home 

Life  Insurance  Company. 

“  Your  favor  of  the  23d  inst.,  relating  to  limitation  of  expenses 
under  section  97  of  the  Insurance  Law,  especially  in  connection 
with  short  term  insurances,  was  received  in  due  course. 

Your  proposal  ‘  to  restrict  expense  to  a  maximum  value 
at  any  age  of  the  office  premium  less  one-half  of  the  net  single 
premium  for  one  year’s  term  insurance  on  the  basis  of  American 
3%  per  cent.,  which  assumes  the  mortality  in  the  first  year  of 
insurance  as  50  per  cent,  of  the  tabular  rate  in  accordance  with 
section  84  of  the  new  law,’  has  my  approval.” 

Date  of  Changed  Policy  Controlling  Factor  in  Regard  to  Sub¬ 
jecting  Term  Policy  to  Limitation  of  Expenses  Thereon 

Extract  from  letter,  dated  March  5,  1907,  from  the  Superintendent  to  Home 

Life  Insurance  Company. 

“  You  ask: 

4  Do  you  consider  that  the  changing  of  a  term  policy  in  accordance  with 
its  provisions,  making  the  contract  a  life  or  endowment  one  as  from  a  date 
prior  to  January  1,  1907,  subjects  such  change  and  the  premiums  received 
thereon  to  the  limitation  of  expenses  as  provided  for  in  section  97  of  the 
insurance  Laws,  or  can  such  change  (so  far  as  the  compensation  to  the 
agent  is  concerned)  be  treated  in  the  same  way  as  the  compensation  paid 
upon  deferred  first  year’s  premiums  received  during  the  current  year  on 
policies  issued  during  1900?’ 

L4ie  date  of  the  changed  policy  is  the  controlling  factor. 
From  your  statement,  these  policies  would  not  be  subject  to  the 
limitations  of  expenses  for  the  procurement  of  new  business;  they 
would,  however,  come  within  the  general  limitation  of  expense.” 
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First  Years  Expense  Limitations  upon  Term  Premiums 

Extract  from  letter  dated  August  19,  1907,  from  the  Superintendent  to 

Mr.  Miles  M.  Dawson. 

“  You  ask  for  a  construction  of  section  97,  and  particularly  of 
the  language  at  the  close  of  the  first  sentence:  ‘  and  the  present 
values  of  the  assumed  mortality  gains  for  the  first  five  years  of 
insurance  on  the  policies  on  which  the  first  premium  or  install¬ 
ment  thereof  has  been  received  during  said  calendar  year,  as 
ascertained  by  the  Select  and  Ultimate  method  of  valuation  as  pro 
vided  in  section  84  of  this  chapter  ’  and  with  direct  reference  to 
the  amount  which  is  set  free  for  first  year’s  expenses  under  this 
provision  in  the  case  of  premiums  on  term  policies. 

I  am  of  the  opinion  that  the  law  permits  only  such  expense 
allowances  as  can  actually  be  realized  under  the  Select  and  Ulti¬ 
mate  method  of  valuation ;  in  the  case  referred  to,  not  to  exceed 
the  ‘  net  annual  premium  on  the  term  policy  less  the  tabular  cost 
of  insurance  by  the  Select  and  Ultimate  Table  up  to  the  next  anni¬ 
versary  of  the  policy.’  ” 

Loadings  on  Annuity  Contracts  Should  be  Included  in  Calculating 

First  Year  Expenses 

Extract  from  letter  dated  July  26,  1907,  from  the  Superintendent  to  Home 

Life  Insurance  Company. 

“After  referring  to  the  limitations  of  the  section  as  to  expenses 
other  than  investment  expenses,  you  write  as  follows: 

‘  We  are  uncertain  whether  the  loadings  on  the  various  forms  of  annuity 
contracts  namely:  immediate,  temporary,  survivorship  or  deferred  are  to 
be  included  in  the  calculation  of  the  amount  of  expense  to  which  we  may  go 
either  on  first  year’s  business  or  on  the  total  business  of  the  company.  A 
ruling  on  this  point  will  be  very  greatly  appreciated.’ 

Tn  my  opinion  the  loadings  on  the  various  forms  of  annuity 
contracts  should  be  included  in  the  calculations  referred  to.” 

Annuity  Contracts  Not  Subject  to  Provisions  of  Sections  96  and 

97  Except  as  to  Expenses 

Extract  from  letter  dated  August  2.  1909,  from  the  Superintendent  to  the 

New  York  L:fe  Insurance  Company. 

“  I  would  advise  you  that,  in  my  opinion,  annuity  contracts, 
whether  they  are  survivorship  annuities  or  not,  do  not  come  within 
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the  provisions  of  sections  96  and  97  of  the  Insurance  Law,  except 
as  to  the  provisions  of  the  latter  section  relating  to  expenses  other 
than  investment  expenses.” 

What  Constitutes  an  "  Installment  ”  of  Premiums 

Extract  from  letter  dated  July  9,  1906,  from  the  Superintendent  to  Metro¬ 
politan  Life  Insurance  Company. 

kk  Where  an  advance  payment  is  made  less  in  amount  than  a 
quarterly  premium  on  the  policy  applied  for  *  *  *  in  my 

opinion  such  advance  payment  is  an  ‘  installment  ’  within  the 
meaning  of  section  97.” 

SUB.  3.  SELECT  AND  ULTIMATE  METHOD  OF  VALUATION 

Estimated  Mortality  Savings  According  to  the  Select  and  Ultimate 

Method  on  Term  Policies 

Extract  from  letter  dated  April  16.  1907,  from  the  Superintendent  to  The 

Union  Central  Life  Insurance  Company. 

“As  to  expense  allowance,  the  law  permits  such  as  can  actually 
be  realized  under  the  Select  and  intimate  system  of  reserves,  the 
mortality  being  precisely  as  per  the  Select  and  Ultimate  Table;  in 
no  case  more  than  the  entire  premium  less  the  S.  and  U.  qx,  i.  e., 
than  the  entire  premium  less  of  the  Am.  Ex.  qx.” 

Computations  Relating  to  First  Years  Expenses  Shoidd  he  Based 
on  the  Am.  Ex.  31/2$  Select  and  Ultimate  Table,  Both  as  to 
Loadings  on  Premiums  and  the  Present  Values  of  Assumed 
Mortality  Gains ,  Etc. 

Extract  from  letter  dated  November  6,  1907,  from  Superintendent  to  Home 

Life  Insurance  Company. 

“  You  ask  for  a  ruling  on  the  following  points: 

*  When  a  company  reserves  on  the  full  American  3  per  cent,  basis  are  the 
present  values  of  the  assumed  mortality  gains  on  those  policies  to  be  cal¬ 
culated  according  to  the  American  3  per  cent.  Select  and  Ultimate  or  the 
American  3%  per  cent.  Select  and  Ultimate  Table,  firstly,  for  the  calcula¬ 
tion  of  the  limitation  of  expenses  on  new  business,  secondly,  the  calculation 
of  limitation  of  expenses  on  the  total  business?’  *  *  * 

I  am  of  the  opinion  that  computations  relating  to  first  years’ 
expenses  should  be  based  on  the  American  Experience  3%  per 


97 


Extracts  from  Ruiangs  and  Opinions 


283 


cent.  Select  and  Ultimate  Table,  both  as  to  loadings  on  premiums 
and  the  present  values  of  assumed  mortality  gains ;  and  that  com¬ 
putations  relating  to  expenses  on  total  business  should  be  based 
on  ‘  actual 7  loadings  received  and  the  present  values  of  assumed 
mortality  gains  determined  as  aforesaid.” 

Expense  Allowances  Limited  to  Gains  Realized  by  Select  and 

Ultimate  Method  of  Valuation 

Extract  from  letter  dated  November  21,  1907,  from  the  Attorney-General  to 

the  Superintendent  of  Insurance. 

*  The  rulings  on  which  an  opinion  is  asked,  and  the 
correctness  of  which  is  in  question,  are  as  follows : 

In  a  letter  under  date  of  August  19,  1907,  to  Mr.  M.  M. 
Dawson  you  held : 

‘That  the  law  (section  97)  permits  only  such  expense  allowances  as  can 
actually  be  realized  under  the  Select  and  Ultimate  method  of  valuation  :  in 
the  case  referred  to  not  to  exceed  the  net  annual  premium  on  the  term  policy 
less  the  tabular  cost  of  insurance  by  the  Select  and  Ultimate  Table  up  to  the 
next  anniversary  of  the  policy.’ 

A  protest  having  been  entered  as  to  this  lulling,  you  wrote  to 
Mr.  Fred.  IV.  Jenkins,  General  Counsel  of  the  Security  Mutual 
Life  Insurance  Company,  under  date  of  September  30,  1907,  as 
follows : 

‘  It  is  clearly  the  intent  of  the  Legislature  to  so  limit  the  expenses  of  life 
insurance  companies  for  the  procurement  of  new  business  that  the  premiums 
on  such  business  would  not  only  carry  the  current  risk  on  the  policy,  but 
would  also  take  care  of  the  four  items  of  expense  set  forth  in  the  first  sen¬ 
tence  of  section  97  of  the  Insurance  Law.  In  order  that  this  might  be  done 
companies  were  authorized  to  use  the  total  loadings  upon  the  premiums  for  the 
first  year  of  insurance  and  the  present  values  of  the  assumed  mortality  gains 
for  the  first  five  years,  etc.  It  clearly  was  not  the  intent  of  the  Legislature 
in  authorizing  the  use  of  these  loadings  and  present  values  to  make  a  first 
year’s  expense  allowance  so  great  that  the  reserves  for  that  year  could  not 
also  be  met  by  its  premiums.’ 

The  contention  is  made  that  these  rulings  are  erroneous ;  that 
a  proper  construction  of  the  section  in  question  would  permit  the 
insurance  companies  to  use  for  the  items  of  expense  enumerated 
the  full  amount  gained  according  to  the  Select  and  Ultimate 
formula,  regardless  of  reserve  requirements,  and  even  though  this 
computation  apparently  permitted  the  use  of  the  whole  of  the  first 
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year's  premiums,  as  in  fact  would  be  the  result  as  to  contracts 
for  short-term  insurance.  *  *  * 

This  section  (97)  permits  the  use  for  the  four  purposes 
therein  enumerated  of  the  loadings  on  the  first  year’s  premiums 
and  the  present  value  of  the  assumed  mortality  gains,  as  ascer¬ 
tained  by  ‘  the  Select  and  Ultimate  method  of  valuation  as  pro¬ 
vided  in  section  84/'  *  *  * 

The  statute  taken  as  a  whole  requires  the  maintenance  by  all 
insurance  companies  doing  business  in  this  State  of  an  adequate 
reserve  and  permits  the  dissolution  of  ail  such  corporations  whose 
reserves  permanently  fall  belowT  the  required  standard.  The 
courts  have  held  (Boswell  v.  Security  Mutual  Life  Insurance  Co., 
119  App.  Div.  723),  that  the  limitations  of  section  97  apply  to 
each  policy  and  each  agent  and  the  same  rule  would  seem  also  to 
require  a  proper  reserve  as  to  each  policy.  It  obviously  was  the 
legislative  intent  to  strictly  limit  the  expenditures  of  insurance 
companies  securing  new  business  and  it  would  do  violence  to  that 
intent  to  hold  that  the  whole  of  the  first  year's  premium  could  be 
used  for  such  expenses,  leaving  nothing  for  the  required  reserves. 
Certainly  this  will  be  the  result  if  the  contentions  of  the  objectors 
to  your  rulings  were  upheld. 

I  am  of  the  opinion  that  the  plain  reading  of  sections  97  and 
84  of  the  Insurance  Law,  having  in  mind  the  context  of  these 
statutes  and  the  definition  of  the  Select  and  Ultimate  method  above 
quoted,  established  the  correctness  of  your  rulings. 

(See  Foreign  Valuations,  §  84,  sub.  4.) 

(See  Op.  A.  G.,  Uov.  21,  1907 ;  Jan.  27,  1908,  for  definition 
of  “  Select  and  Ultimate  Method.”) 

Select  and  Ultimate  Method  not  to  he  Applied  to  Reinsurance 

Contract 

Policies  issued  under  reinsurance  contract  between  the  Postal 
and  Mutual  Reserve  Companies,  not  regarded  as  new  business  to 
which  Select  and  Ultimate  method  may  be  applied. 

(See  Op.  A.  G.,  July  22,  1909;  Sept.  13,  1909.) 
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Interpretation  of  the  Language  of  Section  97  of  the  Insurance 

Law  as  Applied  to  Schedule  “  Q  ” 

(See  extract  from  an  opinion  of  the  Attorney-General,  dated 
January  27,  1908,  quoted  under  section  103,  sub.  lib.) 

(See  also  extract  from  letter  dated  October  23,  1908,  from  the 
Superintendent  to  Mr.  J.  H.  Woodward,  Auditor  and  Assistant 
Actuary,  New  York  Office  Insurance  Department,  State  of  New 
York,  quoted  under  section  103,  sub.  lib.) 

(See  also  letter  to  the  Travelers  Insurance  Company  dated 
April  29,  1908,  §  103,  sub.  lib.) 

Expenses  of  State  Examiners  Not  Limited  by  Section  97 

Extract  from  letter  dated  February  4,  1910,  from  the  Superintendent  to  the 

Postal  Life  Insurance  Company. 

“  You  ask  to  be  advised  1  whether  expenses  of  the  company’s 
examination,  incurred  by  your  examiners  in  1909,  are  chargeable 
in  ‘  total  expenses  ’  for  the  Schedule  ‘  Q  ’  report,  or  are  regarded 
as  a  tax  or  State  requirement  not  to  be  included.’ 

I  am  of  the  opinion  that  the  expenses  in  question  are  not 
such  as  are  limited  by  the  provisions  of  section  97  of  the  Insur¬ 
ance  Law.” 


SUB.  4.  AGENTS’  COMMISSIONS 

Traveling  Expenses  of  Soliciting  Agents  Not  Chargeable  Against 
Margin  Allowed  for  First  Year  Business 

Extract  from  letter  dated  August  10,  1906,  from  the  Superintendent  to  The 

Germania  Life  Insurance  Company. 

“  Traveling  expenses  paid  to  soliciting  agents  are  not  to  be 
charged  against  the  margin  allowed  for  the  expenses  of  first  year’s 
business,  but  form  part  of  the  expenses  to  be  taken  out  of  the 
actual  loading  on  the  total  premiums  received.” 

Immaterial  Whether  Contracts  be  Made  with  General  Agents  or 
with  Sub-Agents  so  Long  as  Limitations  of  Section  be  Not 
Exceeded 

Extract  from  letter  dated  January  14,  1907,  from  the  Superintendent  to  the 

National  Life  Insurance  Company. 

“  It  is  the  intent  of  section  97  of  the  Insurance  Law  to  limit 
the  amounts  that  may  be  paid  by  life  insurance  companies  for 
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certain  items  of  expense.  So  long  as  your  Company  keeps  within 
the  limitations  of  the  section  it  is  immaterial  whether  your  con¬ 
tracts  are  made  with  general  agents  or  direct  with  sub-agents.” 

Section  Prohibits  Payment  to  a  Soliciting  Agent  of  Any  Sum  of 
Money  in  Excess  of  the  Limitation  Therein  Set  Forth 

Extract  from  letter  dated  August  20,  1907,  from  the  Superintendent  to 

Mr.  Miles  M.  Dawson. 

“  You  ask  for  a  construction  of  that  portion  of  section  97  of 
the  Insurance  Law  which  reads  as  follows: 

4  .No  domestic  life  insurance  corporation  shall  in  any  calendar  year  after 
the  year  nineteen  hundred  and  six  expend  or  become  liable  for  or  permit 
any  person,  firm  or  corporation  to  expend  on  its  behalf  or  under  any  agree¬ 
ment  with  it  (1)  for  commissions  on  first  year’s  premiums,  (2)  for  compen¬ 
sation,  not  paid  by  commission,  for  services  in  obtaining  new  insurance  exclu¬ 
sive  of  salaries  paid  in  good  faith  for  agency  supervision  either  at  the  home 
office  or  at  branch  offices,  (3)  for  medical  examinations  and  inspections  of 
proposed  risks,  and  (4)  for  advances  to  agents,  an  amount  exceeding  in  the 
aggregate  the  total  loadings  upon  the  premiums  for  the  first  year  of  insurance 
received  in  said  calendar  year  (calculated  on  the  basis  of  the  American 
Experience  Table  of  Mortality  with  interest  at  the  rate  of  three  and  one-half 
per  centum  per  annum),  and  the  present  values  of  the  assumed  mortality 
gains  for  the  first  five  years  of  insurance  on  the  policies  on  which  the  first 
premium,  or  instalment  thereof,  has  been  received  during  said  calendar  year, 
as  ascertained  by  the  Select  and  Ultimate  method  of  valuation,  as  provided 
in  section  eighty-four  of  this  chapter.’ 

I  am  of  the  opinion  that  this  provision  of  the  law  prohibits 
the  payment  to  a  soliciting  agent  of  any  sum  of  money  in  excess 
of  the  limitation  therein  set  forth.” 

Idem 

Extract  from  letter  dated  August  28,  1907,  from  the  Superintendent  to  The 

Manhattan  Life  Insurance  Company. 

“  I  am  clearly  of  the  opinion  that  any  payment  of  commissions 
on  first  year’s  premiums  in  excess  of  the  limitations  of  section 
97  of  the  Insurance  Law,  which  is  made  by  this  representative  of 
your  company  to  a  soliciting  agent,  is  prohibited  by  the  section; 
and  also  that  the  company  is  prohibited  from  permitting  such 
payment  by  its  representative.” 
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Limitation  Applies  to  Each  Part  of  the  Agency  Force  and 

Successively  to  the  Aggregate  Sum  Permitted  to  be  Expended 

for  New  Business 

Extract  from  letter  dated  September  26,  1907,  from  the  Superintendent  to 

Charles  Jerome  Edwards. 

“  In  construing  provisions  of  section  97  of  the  Insurance  Law 
governing  payments  to  agents  of  life  insurance  companies,  the  De¬ 
partment  holds  that  their  purpose  is  to  prohibit  payments  to  a 
soliciting  agent  in  excess  of  the  limitations  therein  set  forth  and 
that  they  are  applicable  to  payments  made  for  new  business  by 
agents  in  their  own  behalf  with  or  without  the  knowledge  of  the 
companies  for  which  such  new  business  is  obtained.  The  com¬ 
pany  ultimately  pays  the  cost  incurred,  which  includes  compensa¬ 
tion  for  the  agent  or  there  would  be  no  inducement  for  the  latter 
to  make  advances.  Whether  effective  or  not  in  practice,  the  legis¬ 
lative  intent  was  that  no  life  insurance  corporation  nor  agent 
thereof  should  expend  or  become  liable  for  expenses  in  excess  of 
the  limitation  prescribed. 

The  restrictions  apply  to  expenditures  by  any  individual 
agency,  separately  and  by  itself,  irrespective  of  whether  the  aggre¬ 
gate  expenditures  of  the  company  throughout  all  its  agencies  do 
or  do  not  exceed  the  statutory  limitation.  Such  limitation  applies 
to  each  part  of  the  agency  force  and  successively  to  the  aggre¬ 
gate  sum  permitted  to  be  expended  for  new  business  by  the  several 
agencies  of  the  company  as  a  whole  and  does  not  afford  an  oppor¬ 
tunity  for  defeating  its  declared  purpose  through  a  variety  of  con¬ 
tracts  with  different  agents  upon  the  hopeless  assumption  that  an 
accurate  regulation  could  be  had  thereunder  and  the  total  of  dis¬ 
bursements  restrained.  An  individual  agent  is  prevented  from 
expending  moneys  which  may  increase  the  total  for  new  business 
beyond  the  limitation,  although  such  expenditures  are  made  by 
him  from  his  own  personal  funds,  on  his  own  behalf,  for  his  own 
profit  and  without  agreement  or  expectation  of  specific  reimburse¬ 
ment  by  the  company.  If  the  individual  agent' is  not  held  to  a 
personal  responsibility  the  avenues  for  an  evasion  of  the  law  are 
opened  wide.” 
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The  Restrictions  Apply  to  Expenditures  by  Each  Individual  Agent 

Extract  from  letter  dated  June  29,  1909,  from  the  Superintendent  to  the 

National  Life  insurance  Company. 

“  Your  favor  of  the  25th  inst.  relating  to  the  opinion  of  the 
Attorney-General,  dated  June  10,  1909,  concerning  the  proper 
interpretation  of  section  97  of  the  Insurance  Law,  has  been  re¬ 
ceived. 

Under  date  of  September  26,  1907,  in  a  letter  addressed  to 
Charles  Jerome  Edwards,  Brooklyn,  Y.  Y.,  the  Superin¬ 
tendent  gave  a  ruling  in  regard  to  payments  to  soliciting  agents 
(a  copy  of  this  letter  is  enclosed  herewith).  Overruled  by  the 
opinion  of  the  Attorney-General  dated  December  28,  1908,  its 
correctness  is  now  confirmed  by  the  Attorney-General’s  opinion 
of  the  10th  instant  (copy  enclosed),  and  I  would  advise  you  that 
following  the  advice  contained  in  this  opinion  the  Department 
will  disregard  the  opinion  of  the  deputy  Attorney-General  dated 
December  28,  1908,  and  be  guided  as  to  the  proper  interpretation 
of  the  section  in  question  by  the  opinion  of  January  27,  1908.” 


Maximum  Commission  Need  Not  be  Paid  when  Procuring  New 

Business 

Extract  from  a  letter  dated  September  28.  1909,  from  the  Superintendent  to 

the  Casualty  Review  Publishing  Company. 

“  Section  97  of  the  Insurance  Law  fixes  a  limit  beyond  which 
a  life  insurance  corporation  may  not  lawfully  go  in  its  expendi¬ 
tures  for  the  purpose  of  procuring  new  business.  There  is,  how¬ 
ever,  nothing  in  the  law  which  requires  such  a  corporation  to  pay 
any  certain  part,  or  the  whole,  of  the  largest  commission  which 
may  he  found  permissible  under  the  section  referred  to.” 


Maximum  Amount  of  Commission  Fixed  by  Section  97 

Extract  from  letter  dated  April  11,  1911,  from  the  Superintendent  to  The 
California  Timber  &  Development  Company,  Inc. 

“  *  *  *  You  state: 

4  Our  company  intends  to  sell  to  the  public  a  participating  bond  or  contract 
upon  timber  lands  upon  the  instalment  plan.  We  intend  to  allow  the  pur¬ 
chaser  of  these  bonds  to  take  out  an  insurance  policy  in  any  first-class  in¬ 
surance  company.  Our  company  proposes  to  pay  the  premium  upon  this 
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insurance  for  a  term  of  years.  We  intend  to  take  an  assignment  of  the 
insurance  policy,  said  assignment  to  be  held  until  the  purchaser  of  our 
bonds  has  paid  all  his  instalments  as  per  his  contract.  We  then  return  the 
policy  and  cancel  the  assignment  to  the  policy  owner.’ 

In  connection  with  this  statement  you  ask  several  questions 
which  I  quote,  following  each  one  with  its  answer : 

‘  First :  Have  we  the  right  to  pay  for  the  life  insurance  policy  and  give 
it  to  the  said  purchaser  without  cost  to  him?’ 

Yes. 

‘  Second :  Have  we  the  right  to  take  an  assignment  of  the  said  policy  and 
hold  the  same  until  the  full  instalments  due  our  company  have  been  paid?  ’ 

Yes. 

‘Third:  Have  we  the  right  to  make  an  agreement  with  an  insurance  agent, 
the  said  agent  being  a  stockholder  of  our  company,  to  give  him  all  the  busi¬ 
ness  we  possibly  can,  we  having  absolutely  no  connection  with  the  insurance 
company,  nor  have  we  any,  and  we  do  not  intend  to  have  any  agreement  for 
any  part  of  the  agents’  commissions?  ’ 

I  know  of  nothing  to  prevent  your  company  giving  all  its 
patronage  to  one  insurance  company  or  distributing  it  among 
many. 

‘  Fourth:  Has  the  agent  of  any  insurance  company  that  we  are  doing  busi¬ 
ness  with,  the  right  to  become  a  director  of  our  company  ?  ’ 

Yes. 

‘Fifth:  Does  the  law  set  any  stated  amount  as  a  maximum  that  the  in¬ 
surance  companies  can  pay  to  their  agent  as  a  commission,  provided  this 
agent  has  no  other  business  than  the  agency  of  the  insurance  company  ex¬ 
cepting  as  to  questions  three  and  four  as  above?  ’ 

See  copy  of  section  97  of  the  Insurance  Law  enclosed  here¬ 
with. 

‘  Sixth :  Has  our  company  the  right  to  pick  out  any  particular  insurance 
company  without  the  consent  in  advance  of  the  insurer  or  the  purchasers 
of  our  bonds,  or  must  we  consent  to  give  the  right  to  the  purchaser  to  desig¬ 
nate  the  company  he  wants  to  be  insured  in?’ 

Your  company  may  or  may  not  prescribe  the  insurance  com¬ 
pany  to  issue  the  policy  or  policies,  as  it  sees  fit.” 

Vol.  V  — 10 
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Law  Does  Not  Require  Payment  of  Certain  Commissions 

Extiact  from  letter  dated  June  21,  1911,  from  the  Superintendent  to  the 

New  York  Life  Insurance  Company. 

Enclosed  herewith  you  will  please  find  copy  of 
section  97  of  the  Insurance  Law  which  will  advise  you  as  to  the 
limitations  placed  on  the  expenses  of  life  insurance  companies. 
The  law  does  not  require  the  payment  of  certain  commissions,  but 
does  require  that  they  be  not  exceeded.” 

Idem 

Extract  from  letter  dated  May  28,  1913,  from  the  Superintendent  to  the  Illi¬ 
nois  Life  Insurance  Company. 

“  Section  97  of  the  Insurance  Law  does  not  provide  that  life 
insurance  corporations  must  pay  a  certain  rate  of  commission, 
new  or  renewal ;  it  does  place  certain  limitations  upon  commis¬ 
sions  which  may  be  paid  on  new  and  renewal  premiums. 

Commissions  on  Term  Premiums 

Extract  from  letter  dated  August  28,  1907,  from  the  Superintendent  to  The 

Life  Association  of  America. 

“  In  connection  with  this  matter  I  would  call  your  attention 
to  my  letter  of  the  19th  inst.  addressed  to  Mr.  Miles  M.  Dawson, 
a  copy  of  which  you  will  please  find  inclosed  herewith.  From 
this  you  will  see  that,  in  my  opinion,  70  per  cent,  commissions  on 
term  premiums  cannot  be  paid  without  exceeding  the  limitations 
of  section  97  of  the  Insurance  Law.” 

Policy  Issued  in  Accordance  with  Privilege  granted  in  Term 
Policy  May  be  Considered  “  New  Insurance,”  and  First  Years 
Commissions  and  Nine  Renewals  May  be  Paid  Thereon 

Extract  from  letter  dated  June  9,  1908,  from  the  Superintendent  to  The 

Washington  Life  Insurance  Company. 

“  In  your  favor  of  the  6th  inst.  you  write  as  follows : 

‘  This  company  desires  to  write  a  5-yr.  non-renewable  term  policy  under 
the  standard  policy  form  of  the  State  of  New  York.  If  exchanged  for  an 
ordinary  life,  limited  payment  life  or  endowment  policy  after  the  first  policy 
vear  and  within  five  years  from  the  date  of  issue,  in  accordance  with  the 
provision  in  said  standard  policy  form,  what  commissions  can  this  company 
pay  to  the  agent  who  effects  the  change  in  question?’ 
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I  am  of  tlie  opinion  that  the  policy  issued  in  accordance  with 
the  provision  in  said  standard  (term)  policy  form  may  be  con¬ 
sidered  ‘  new  insurance  9  and  that  on  it  you  can  pay  a  regular 
first  year  commission  and  allow  nine  renewals.” 

Jn  re  C  ommissions  to  Agents  on  Exchange  of  Term  Policies  for 
Participating  Life  or  Endowment  Insurance 

Extract  from  letter  dated  Dec.  9,  1911,  from  the  Superintendent  to  the 

Home  Life  Insurance  Company,  New  York. 

u  *  *  *  You  state  that : 

‘  Prior  to  the  passage  of  the  laws  restricting  commissions  to  agents,  we 
issued  many  policies  of  term  insurance  which  contained  a  privilege  to  con¬ 
vert  from  date  of  issue  into  any  form  of  life  or  endowment  policy  then  being 
issued  by  the  company.  This  privilege  was  guaranteed  by  the  policy  contract 
in  the  following  terms: 

Exchange. —  ‘  Upon  written  application  by  the  insured  with  the  legal  sur¬ 
render  of  this  policy  upon  any  anniversary  of  the  date  of  its  premium  pay¬ 
ment  while  in  full  force,  the  company  will  issue  in  lieu  thereof  without 
medical  re-examination,  either: 

‘  (a)  a  policy  for  a  like  amount  upon  any  plan  of  participating  life  or 
endowment  insurance  then  issued  by  the  company  on  payment  of  the  regular 
premium  at  the  attained  age  of  the  insured;  or, 

‘(b)  a  policy  for  a  like  amount  at  the  same  age  and  date  of  issue  as  this 
policy,  upon  any  plan  of  participating  life  or  endowment  insurance  now  issued 
by  the  company,  on  payment  with  interest  of  the  difference  in  premium  under 
this  policy,  and  that  required  under  the  new  policy.’ 

Under  the  foregoing  clause  (a),  if  a  policy  be  changed  to  any  form  we  now 
issue  at  attained  age,  we  would  understand  that  the  commissions  to  agents 
must  be  those  for  which  the  premium  on  the  new  policy  provides,  that  is, 
commissions  coming  within  the  limitations  of  the  current  New  York  laws, 
and  with  this  view  our  agents  seem  to  concur. 

But  in  some  few  instances  an  agent  collects  the  difference  between  the  pre¬ 
mium  rates  from  the  commencement  as  authorized  in  (b)  above;  and,  on 
application  by  the  insured,  we  are  in  such  circumstances  bound  to  issue  a 
policy  for  a  like  amount  dated  back  to  the  time  when  the  original  term  policy 
was  issued  at  the  rates  of  premium  which  were  then  in  use. 

We  have  had  some  difficulty  in  determining  the  rate  of  commission  we 
can  legally  allow  the  agent  on  such  an  exchange  and  have  heretofore  limited 
the  amount  to  the  sum  permissible  under  the  new  laws.  Several  agents  claim 
they  are  entitled  to  the  rate  of  commission  they  would  have  received  prior  to 
January  1,  1907,  on  the  ground  that  the  only  difference  is  that  part  of  the 
first  premium  was  paid  prior  to  1907  and  the  other  part  in  1911.  The  ques¬ 
tion  is  only  important  as  a  matter  of  principle  as  the  number  of  such  changes 
is  necessarily  small;  and  we  feel  that  the  agents  have  some  good  grounds  for 
their  claim,  since  the  change  is  made  in  accordance  with  the  original  policy 
contract  and  was  doubtless  contemplated  at  the  time  the  term  policy  was 
written. 
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We  shall  be  glad  to  know  whether  your  Department  would  view  the  pay¬ 
ment  of  commissions  in  such  cases  as  a  question  which  comes  under  the  old 
contract  with  the  agent,  and  which  is  not  affected  by  the  laws  of  1906,  limit¬ 
ing  commissions  on  future  new  issues.  Further,  we  should  like  to  know 
whether  any  proportion  of  the  “  mortality  gains  ”  under  the  Select  and 
Ultimate  form  of  valuation  can  be  used  in  Schedule  Q  as  an  offset  against 
such  expense;  or  whether  such  cases  should  be  excluded  altogether  from  both 
the  credits  and  expenses  applicable  to  first  year’s  business .’ 

I  am  of  the  opinion  that  for  exchanges  made  under  the  fore¬ 
going  clause  (a),  ‘  the  commissions  to  agents  must  he  those  for 
which  the  premium  on  the  new  policy  provides,  that  is,  com¬ 
missions  coming  within  the  limitations  of  the  current  ISTew  York 
Laws;’  and  that  for  exchanges  made  under  the  foregoing  clause 
(b),  you  can  pay  the  difference  in  the  commission  and  renewals 
from  the  date  of  the  original  policy  as  per  contract  and  within  the 
limitation  of  the  law  and  ‘  such  cases  should  be  excluded  al¬ 
together  from  both  the  credits  and  expenses  applicable  to  first 
year’s  business.’  ” 

Commission  on  Life  Certificates  Sold  in  Connection  with 

Accident  Policies 

Extract  from  letter  dated  July  29,  1908,  from  the  Superintendent  to  the 

.Etna  Life  Insurance  Company. 

“  You  ask : 

‘  Will  you  kindly  advise  whether  the  issue  of  these  certificates  and  the 
continuation  of  the  contract  in  subsequent  years  by  the  use  of  ordinary  re¬ 
newal  receipts,  with  the  payment  of  the  same  commissions  which  we  allow 
to  our  different  agents  according  to  their  accident  contracts,  mil  be  per¬ 
mitted  in  New  York  State  under  the  Laws  existing  there  for  the  transaction 
of  business  of  life  insurance?’ 

To  this  my  answer  is  in  the  affirmative,  assuming  that  the 
expenditures  on  account  of  new  business  do  not  exceed  the  limita¬ 
tions  set  forth  in  section  97  of  the  Insurance  Law  of  this  State.” 

Issuing  Insurance  Policies  Through  Mail  Order  Houses 

Prohibited 

Extract  from  letter  dated  February  19,  1909,  from  the  Superintendent  to  the 

Mutual  Benefit  Life  Insurance  Company. 

“  Your  favor  of  the  9th  inst.  relating  to  a  proposed  scheme  of 
issuing  insurance  policies  through  a  mail  order  house,  was  re¬ 
ceived  by  due  course  of  mail. 

The  scheme  as  stated  by  you  is  decidedly  objectionable  as  it 
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injects  speculation  into  the  business  of  selling  life  insurance  and 
would  subject  many  local  agents  of  your  company  to  unfair  com¬ 
petition.  Further,  in  my  opinion,  it  would  be  a  violation  of  the 
•limitations  of  section  97  of  the  Insurance  Law  of  this  State.” 

SUB,  5.  COMPENSATION  OF  AGENT  MUST  BE  DETERMINED  IN 

ADVANCE 

Agent  Employed  on  Commission  not  Entitled  to  Other 

Compensation 

Extract  from  letter  dated  November  14,  1907,  from  the  Superintendent  to 

Home  Life  Insurance  Company. 

“You  state  that: 

‘  We  have  for  many  years  had  great  difficulty  in  securing  a  proper  amount 
of  business  from  the  New  England  territory  and  it  has  been  suggested  that 
that  territory  could  be  best  developed  by  the  appointment  of  a  salaried  agency 
supervisor  who  should  devote  his  energy  to  the  development  of  that  territory 
and  have  no  commission  interest  whatever  in  the  business  under  his  super¬ 
vision.  *  *  * 

In  this  particular  instance,  it  seems  that  the  most  desirable  and  economical 
arrangement  which  could  be  made  would  be  to  turn  the  supervision  of  that 
territory  under  the  above  arrangement  over  to  a  man  who  already  represents 
us  in  the  Greater  New  York  department  under  a  commission  contract.  The 
arrangement  would  then  be  that  this  gentleman  would  continue  to  develop 
Greater  New  York,  his  present  territory,  under  his  commission  contract  and 
would  at  the  same  time  be  agency  supervisor  of  the  New  England  territory 
on  a  salaried  basis;  the  two  departments  would  be  absolutely  and  entirely 
distinct,  although  handled  under  these  two  different  arrangements  by  one 
and  the  same  man.’ 

Section  97  of  tbe  Insurance  Law  provides  that: 

‘No  such  corporation,  nor  any  person,  firm  or  corporation  on  its  behalf  or 
under  any  agreement  with  it  shall  pay  or  allow  to  any  agent,  broker  or 
other  person,  firm  or  corporation  for  procuring  an  application  for  life  insur¬ 
ance,  for  collecting  any  premium  thereon  or  for  any  other  service  performed 
in  connection  therewith  any  compensation  other  than  that  which  has  been 
determined  in  advance.’ 

I  am  of  tbe  opinion  that  in  view  of  tbe  foregoing  provision 
you  cannot  legally  make  the  suggested  appointment.” 

Commissions  Not  to  he  Paid  to  Clerks  Regularly  Employed  Under 

Salary 

Extract  from  letter  dated  March  2,  1908,  from  the  Superintendent  to  Mr.  John 

H.  Robinson. 

“  You  write  as  follows: 

‘Kindly  advise  me  if  it  is  lawful  for  the  management  of  a  life  insurance 
company  to  pay  to  a  clerk,  regularly  employed  in  its  offices,  a  commission  equal 
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to  what  is  regularly  paid  to  agents,  or  even  a  less  commission,  on  a  new 
policy  issued  on  an  application  secured  by  the  said  clerk  acting  as  agent? 
1  assume  that  the  limitation  of  expenses  indicated  in  section  07  was  intended 
not  only  to  afford  protection  to  the  policyholder  against  a  lavish  and  un¬ 
called-for  expenditure  of  money,  but  also  that  the  agent  devoting  his  time 
to  promoting  and  making  successful  the  company’s  business  should  be 
afforded  protection  from  the  competition  of  others  in  the  employ  of  his 
company  who  are  paid  a  salary  for  services  of  an  entirely  different  character.’ 

I  am  of  opinion  that  the  payment  of  commissions  by  a  life 
insurance  company  to  clerks  regularly  employed  in  its  offices 
under  salary  for  services  of  an  entirely  different  character  than 
those  of  an  agent  is  contrary  to  the  spirit  of  section  97  of  the 
Insurance  Law.” 

Compensation  May  Not  Exceed  that  Which  Has  Been  Determined 

In  Advance 

Extract  from  letter  dated  July  29,  1908,  from  the  Superintendent  to  the 

Washington  Life  Insurance  Company. 

<k  I  am  of  the  opinion  that  the  provisions  of  section  97  of  the 
Insurance  Law  governing  payments  for  new  business  to  agents  of 
life  insurance  companies  apply  to  the  payments  made  for  the  new 
business  procured  by  such  agents.  The  restrictions  apply  to  each 
agent  separately  and  by  himself,  irrespective  of  whether  the 
aggregate  payments  by  the  company  to  all  its  agents  do  or  do  not 
exceed  the  statutory  limitations.  The  compensation  of  an  agent 
may  not  exceed  that  which  has  been  determined  in  advance ;  any 
increased  or  additional  compensation  based  upon  the  aggregate 
of  policies  written  or  paid  for  is  prohibited.” 

Idem 

Extract  from  letter  dated  November  4,  1908,  from  the  Superintendent  to 

Fell  &  Fell. 

“  Your  favor  of  the  29th  ult.  has  been  received. 

The  offer  made  in  the  second  paragraph  of  your  letter,  dated 
October  15,  1908:  ‘  Having  made  a  saving  each  month  during 

the  first  nine  months  of  this  year,  we  are  going  to  pay  out  the 
accumulation  on  business  written  and  paid  for  this  month.  This 
will  make  the  commission  from  17  per  cent,  to  22  per  cent,  higher 
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than  regular  first  year  commissions,’  is  in  conflict  with  that  pro¬ 
vision  of  section  97  of  the  Insurance  Law  which  prohibits  the  pay¬ 
ment  to  any  agent,  broker,  etc.,  of  ‘  any  compensation  other  than 
that  which  has  been  determined  in  advance.’ 

You  wish  to  be  advised: 

‘  If  it  is  lawful  for  a  company  which  makes  a  saving  under  the  law  of 
say  $150,000  on  new  business  during  the  first  nine  . months  of  the  year  to 
pay  out  that  saving  during  the  balance  of  year  by  increasing  the  commission 
to  agents,  provided  the  total  expended  in  that  year  for  new  business  is  not 
in  excess  of  the  amount  allowed  by  law.’ 

I  am  of  the  opinion  that  this  may  not  lawfully  be  done.  Such 
savings  in  expenses  as  a  company  might  be  able  to  make  should 
inure  to  the  benefit  of  the  policyholders.” 

Increased  Compensation  May  Not  be  Secured  by  Retroactive 

Contract 

Extract  from  letter  dated  March  18,  1913,  from  the  Superintendent  to  the 

Phoenix  Mutual  Life  Insurance  Company. 

“  You  state: 

‘  One  of  our  agents  desires  an  amendment  to  his  contract  affecting  collection 
fees  and  other  matters  of  compensation.  We  have  agreed  to  the  amendment, 
but  he  desires  to  have  same  made  retroactive  to  bear  date  January  first,  1908/ 

In  my  opinion  this  would  fall  within  the  prohibition  of  section 
97  of  the  Insurance  Law  relating  to  the  payment  of  ‘  any  com¬ 
pensation  other  than  that  which  has  been  determined  in 
advance.’  ” 

Present  Commissions  May  Be  Paid  to  Salaried  Clerks  or  Cashiers , 

if  Determined  in  Advance ,  But  Renewal  Commissions  May  Not 
Be  So  Paid 

Extract  from  Opinion  of  Department  Counsel,  dated  March  17,  1909. 

“Answering  your  request  for  an  opinion  on  the  question  of 
whether  or  not  it  is  lawful  for  life  insurance  companies  to  pay 
salaried  clerks,  or  cashiers,  present  and  renewal  commissions  for 
business  secured  by  them,  I  beg  to  reply  as  follows:  Upon  an 
examination  of  sections  97  and  98  of  the  Insurance  Law,  I  find 
that,  although  it  seems  to  be  decidedly  against  the  spirit  of  the 
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law,  it  is  lawful  for  a  life  insurance  company  to  pay  a  present 
commission  to  a  clerk  or  other  person,  on  salary  with  the  com¬ 
pany,  who  procures  new  business,  provided  the  commission  is  de¬ 
termined  in  advance  and  that  if  it  will  exceed  $5,000  for  any  one 
year  the  contract  for  such  commission  is  passed  upon  by  the 
board  of  directors.  It  is  not  lawful,  however,  for  such  life  in¬ 
surance  corporation  to  pay  or  agree  to  pay  renewal  commissions 
to  such  a  salaried  employee  as  a  clerk,  cashier  or  other  person,  as 
to  do  so  would  violate  positive  provisions  of  law.'7 

Life  Insurance  Company  May  Contract  with  Agent  for  Period 

Exceeding  One  Year 

Extract  from  letter  dated  April  16,  1912,  from  the  Superintendent  to  the 

Niagara  Life  Insurance  Company. 

“  *  *  *  You  ask : 

‘  Is  it  lawful  for  a,  life  insurance  company  to  make  a  contract  with  an 
agent  for  a  longer  period  than  one  year,  provided  that  the  compensation  be 
exclusively  on  a  commission  basis  V 

To  this  my  answer  is  yes.77 

SUB.  6.  BONUSES,  PRIZES  AND  REWARDS 

Payment  of  Commissions  to  Agents  Based  on  Amounts  Under 
Kinds  and  Ages  Resulting  in  Greater  Rate  on  Policies  of  Charge 
Amount  Allowable 

Extract  from  letter  dated  December  10.  1906.  from  the  Superintendent  to 

The  Washington  Life  Insurance  Company. 

“  Under  date  of  the  7th  inst.  vou  write  as  follows: 

‘  Where  a  company  desires  to  pay  commissions  to  agents  upon  a  basis  as 
shown  in  the  inclosed  agency  contract,  where  a  commission  allowance  is  based 
upon  amounts  under  kinds  and  ages,  in  accordance  with  the  limits  as  pro¬ 
vided  bv  law,  and  where  deduction  is  made  of  the  actual  medical  examina- 
tion  fee,  the  result  is  that  the  rate  of  commission  is  greater  on  a  policy 
of  large  amount  than  on  a  policy  of  small  amount.’ 

You  then  refer  to  section  97  of  the  Insurance  Law  and  ask: 

‘  Is  there  anything  in  the  Insurance  Law  forbidding  such  a  plan  where  the 
actual  limits  as  provided  are  not  exceeded?’ 

To  this  my  answer  is  no.77 
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Contracts  by  Which  No  Commission  Shall  Be  Paid  Unless  Given 
Amount  of  Business  is  Written ,  Allowed 

Extract  from  letter  dated  December  26,  1906,  from  the  Superintendent  to 
John  Hancock  Mutual  Life  Insurance  Company. 

“  The  sentence  in  section  97  of  the  Insurance  Law  which  you 
quote:  ‘  All  bonuses,  prizes  and  rewards/  etc.,  prohibits  the 
payment  of  ‘  increased  or  additional  commissions  ’  and  should  he 
read  in  connection  with  the  sentence  immediately  preceding.  It 
does  not  prohibit  the  making  of  a  contract  by  which  no  commis¬ 
sion  shall  be  paid  unless  a  given  amount  of  business  is  written, 
always  provided  that  the  payments  on  account  of  commission  be 
kept  within  the  limitations  of  the  law.” 

Additional  Commission  on  First  Years  Premiums  Prohibited 

Extract  from  letter  dated  June  3,  1908,  from  the  Superintendent  to 

Mr.  Allan  Waters. 

“  Section  97  of  the  Insurance  Law*  relating  to  the  limitation  of 
expenses  of  life  insurance  corporations  provides  that : 

‘  Xo  such  corporation,  nor  any  person,  firm  or  corporation  on  its  behalf 
or  under  any  agreement  with  it  shall  pay  or  allow  to  any  agent,  broker  or 
other  person,  firm  or  corporation  for  procuring  an  application  for  life  insur¬ 
ance,  for  collecting  any  premium  thereon  or  for  any  other  service  performed 
in  connection  therewith  any  compensation  other  than  that  which  has  been 
determined  in  advance.  All  bonuses,  prizes  and  rewards,  and  all  increased 
or  additional  commissions  or  compensation  of  any  sort  based  upon  the 
volume  of  any  new  or  renewed  business  or  the  aggregate  of  policies  written 
or  paid  for,  are  prohibited.’ 

I  am  of  the  opinion  that  this  will  not  permit  1  the  drafting  of 
a  contract  to  provide  that  the  agent  shall  receive  5  per  cent,  ad¬ 
ditional  commission  upon  first  annual  premiums  provided  he 
secures  a  certain  amount  of  paid-for  business  annually,  providing 
the  maximum  commission  comes  within  the  provisions  of  the 
law.’  ” 

Additional  Compensation  Based  on  Volume  of  Business  Not 

Approved 

Extract  from  letter  dated  June  19,  1909,  from  the  Superintendent  to  the 

Germania  Life  Insurance  Company. 

“  You  write : 

'  One  of  our  managers  proposes  that  besides  the  regular  scale  of  commis¬ 
sions  and  renewal  commissions,  the'  company  allow  him  in  lieu  of  all  other 
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expenses  connected  with  the  management  of  his  offices,  i.  e.,  office  rent,  clerk 
hire,  traveling  expenses,  postage,  exchange,  telegrams,  etc.,  a  certain  sum 
per  annum,  he  guaranteeing  to  produce  a  certain  volume  of  business.’ 

I  would  advise  you  that  I  could  not  approve  such  an  arrange¬ 
ment  as  the  above.” 


Payments  to  Agents  Must  be  Made  in  Good  Faith 

Extract  from  letter,  dated  May  4,  1909,  from  the  Superintendent  to 

Mr.  H.  W.  Adams. 

“  Your  favor  of  the  3d  inst.  relating  to  remuneration  of  life  in¬ 
surance  agents,  is  received. 

You  have  been  advised  that  the  proposed  payments  to  agents 
must  be  ‘  paid  in  good  faith.’  When  it  is  proposed  that  the  pay¬ 
ments  be  made  simply  to  increase  tbe  emoluments  of  the  agents, 
I  am  of  the  opinion  that  section  97  of  the  Insurance  Law  pro¬ 
hibits  such  payments. 

For  further  information  in  regard  to  the  matter  I  would  refer 
you  to  the  general  counsel  of  your  company.” 


Prizes  to  Sub-Agent  Based  on  Amount  of  Business  Written 

Prohibited 

Extract  from  letter  dated  July  27,  1910,  from  the  Superintendent  to  the 

iEtna  Life  Insurance  Company. 

“You  write  as  follows: 

‘  Suppose  I,  as  a  general  agent,  desire  to  stimulate  my  men  to  greater  effort 
during  the  month  of  August  by  offering  them  prizes  based  upon  a  certain 
amount  of  business  written  and  paid  for,  said  prizes  to  be  either  cash  or 
merchandise,  would  I  by  so  doing  violate  the  law?  I  understand  full  well 
that  companies  may  not  do  this  sort  of  thing,  but  it  is  not  clear  in  my  mind 
whether  general  agents,  acting  upon  their  own  motion  and  without  even  the 
knowledge  of  their  company,  may  make  such  offers  as  above  indicated.’ 

The  prohibitions  of  that  portion  of  section  97  of  the  Insur¬ 
ance  Law  which  you  quote :  ‘ All  bonuses,  prizes  and  rewards  and 

all  increased  or  additional  commissions,  or  compensation  of  any 
sort,  based  upon  the  volume  of  any  new  or  renewed  business,  or 
the  aggregate  of  policies  written  or  paid  for,  are  prohibited,’  are 
not  limited  but  are  general  in  their  nature;  the  sentence  should 
be  read  in  connection  with  that  which  immediately  precedes  it.” 
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Managers  in  Various  States  May  Not  Contribute  to  General  Fund 
from  Which  Prizes  Are  to  be  Paid  for  “Largest  Amount  of 
Business  ” 

Extract  from  letter  dated  October  17,  1910,  from  the  Superintendent  to  the 

Provident  Savings  Life  Assurance  Society. 

“  Your  favor  *  *  *  relating  to  a  suggestion  that  it  would 

be  unlawful  under  the  Yew  York  law  for  jour  managers  in  vari¬ 
ous  States  to  organize  an  association  to  contribute  a  general  fund 
and  offer  prizes  from  such  fund  to  managers  or  districts  for  the 
largest  volume  of  business  written  was  received.  *  *  * 

I  am  of  the  opinion  that  such  a  scheme  would  fall  within  the 
prohibition  of  section  97  of  the  Insurance  Law.” 

Prizes  Based  on  "  Efficiency  ”  May  Not  be  Given 

Extract  from  letter  dated  December  30,  1910,  from  the  Superintendent  to  the 

Phoenix  Mutual  Life  Insurance  Company. 

*  *  You  write  as  follows: 

‘Section  97  of  the  revised  insurance  law  provides  that  ‘all  bonuses,  prizes, 
and  rewards  *  *  *  based  upon  the  volume  of  any  new  or  renewed  busi¬ 

ness,  etc.,  are  prohibited.’  This  office  has  for  some  period  printed  for  the  in¬ 
formation  of  agents  an  ‘  honor  roll  ’  designed  to  show  the  names  of  such  men 
as  are  producing  business  of  any  sort  or  amount  during  a  given  week. 
The  published  list  has  no  reference  whatever  to  the  volume  of  production 
but  attempts  to  signalize  persistence  of  effort.  In  this  connection  we 
have  thought  of  offering  a  prize  to  be  divided  at  the  end  of  the  year,  not 
based  on  the  volume  of  business  done  by  anybody  but  based  upon  the  persist¬ 
ence  of  effort  and  continuity  of  purpose  as  evidenced  by  the  weekly  appear¬ 
ance  of  the  agent’s  name  as  a  producer  independent  of  the  volume  of  business 
secured  by  him,  the  aim  of  course,  being  to  give  a  steadiness  of  production 
sometimes  absent  in  the  case  of  many  field  men.’ 

I  am  of  the  opinion  that  the  giving  of  the  proposed  prize  falls 
within  the  prohibition  of  the  sentence  incorrectly  quoted  by  you.” 

Extra  Commission  Based  on  Amount  of  New  Business  Prohibited 

Extract  from  letter,  dated  January  21,  1911,  from  the  Superintendent  to 
The  Northwestern  Mutual  Life  Insurance  Company. 

a*  *  *  You  state: 

‘  I  would  like  to  ask  what  your  ruling  is  with  reference  to  a  portion  of 
section  97  of  the  Insurance  Law  in  regard  to  managers  or  general  agents 
offering  an  extra  commission  in  the  way  of  a  prize  or  a  reward;  for  example, 
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suppose  I  were  to  divide  my  agency  force  into  two  separate  teams  competing 
for  business  for  the  year  1911  with  the  understanding  that  the  team  paying 
for  the  largest  amount  of  insurance  during  the  year  should  receive  1  per 
cent,  extra  commission  on  all  business  paid  for  in  the  year,  this  commission 
in  addition  to  their  regular  contract  commission  being  less  than  the  commis¬ 
sion  which  I  receive  from  the.  company  upon  the  same  business.’ 

I  am  of  the  opinion  that  this  would  be  a  violation  of  the  pro¬ 
visions  of  section  97  of  the  Insurance  Law  *  * 

Salaries  Based  on  Amount  of  New  Business  Secured  Must  be 

Charged  to  Cost  of  New  Business 

Extract  from  letter  dated  December  17,  1910,  from  the  Superintendent  to 

Chief  Examiner  of  Life  Companies. 

“  Your  favor  of  the  10th  inst.  with  enclosures  relating  to  the 
return  as  salaries,  by  life  insurance  companies,  of  compensation 
based  on  insurance  effected  by  their  agents,  was  received  by  due 
course  of  mail. 

I  am  of  the  opinion  that  so-called  ‘  salaries  ?  based  on  the  pre¬ 
miums  or  on  the  amount  of  new  business  issued,  are  commissions, 
and  must  be  charged  to  the  cost  of  new  business.” 

Payment  of  Traveling  Expenses  of  Agent  to  a  Convention- 

Prohibited 

Extract  from  letter  dated  January  3,  1907,  from  the  Superintendent  to 

Phoenix  Mutual  Life  Insurance  Company. 

“  You  ask : 

‘  Would  it  be  proper  for  a  general  agent  to  make  a  contract  providing  for 
a  certain  number  or  amount  of  renewal  commissions  upon  the  writing  of  a 
certain  amount  of  insurance,  and  stipulating  that  failure  to  reach  that 
amount  would  decrease  the  number  or  amount  of  the  renewal  commissions 
promised  ?  ’ 

To  this  my  answer  is  yes,  provided  that  the  number  and  amount 
of  the  renewal  commissions  did  not  exceed  the  limitation  of  the 
section. 

You  also  ask: 

‘  If  it  is  proper  to  make  a  contract  allowing  a  certain  amount  of  commis¬ 
sions  provided  a  certain  amount  of  insurance  is  written,  would  it  also  be 
perfectly  proper  for  the  company  to  offer  to  pay  certain  expenses,  as,  for 
instance,  the  traveling  expenses  of  an  agent  to  the  annual  convention  of 
agents,  provided  a  certain  amount  of  insurance  should  be  written  ?  ’ 

To  this  my  answer  is  no,  such  payment  comes  within  the  pro¬ 
hibition  of  the  section.” 
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General  Agents  May  Pay  Bailroad  and  Hotel  Bills  of  Their 
Agents  Attending  Annual  Meetings  of  the  Company 

Extract  from  letter  dated  December  19,  1910,  from  the  Superintendent  to  the 
Northwestern  Mutual  Life  Insurance  Company. 

“  *  *  *  You  writ©  as  follows : 

‘  It  is  the  custom  of  some  of  the  general  agents  of  the  Northwestern 
Mutual  Life  Insurance  Company  to  pay  the  railroad  fares  and  hotel  bills 
of  their  agents  to  the  July  annual  meetings  of  the  company  at  the  home 
office,  Milwaukee.  Would  it  be  contrary  to  the  laws  of  this  State  if  a  gen¬ 
eral  agent  in  this  State  were  to  offer  to  pay  such  expenses  of  the  live,  ten  or 
lifteen  of  his  agents  making  the  largest  percentage  of  increase  over  the 
first  six  months’  business  of  the  previous  year?’ 

I  am  of  the  opinion  that  the  temporary  enjoyment  of  a  reward 
of  efficiency  that  brings  no  pecuniary  return  to  an  agent  does  not 
fall  within  the  prohibition  of  section  97  of  the  Insurance  Law.” 


Agent  May  Not  be  Compensated  for  Loss  of  Business  While 

Attending  Committee  Meetings 

Extract  from  letter,  dated  December  19,  1910,  from  the  Superintendent  to  the 
Northwestern  Mutual  Life  Insurance  Company. 

“  *  *  *  You  write : 

‘  We  have  at  this  general  agency  an  advisory  committee  of  agents.  The 
ten  agents  writing  the  largest  amount  of  business  vear  bv  year  have  consti- 
tuted  this  committee.  The  attendance  of  the  members  of  this  committee 
at  committee  meetings  results  in  some  loss  of  time  from  soliciting,  and  such 
attendance  is,  therefore,  more  or  less  of  a  loss  to  each  member  of  the  com¬ 
mittee.  Is  there  anything  in  the  insurance  laws  of  this  state  that  would 
prevent  me  as  general  agent  paying  a  stated  sum  to  each  member  of  the 
advisory  committee  as  a  compensation  for  any  loss  of  business  that  might 
ensue  from  his  attendance  at  such  meetings?’ 


Section  97  of  the  Insurance  Law  provides  that: 

‘  No  such  corporation,  nor  any  person,  firm  or  corporation  on  its  behalf 
or  under  any  agreement  with  it  shall  pay  or  allow  to  any  agent,  broker 
or  other  person,  firm  or  corporation  for  procuring  an  application  for  life 
insurance,  for  collecting  any  premium  thereon  or  for  any  other  service 
performed  in  connection  therewith  any  compensation  othe.r  than  that  which 
has  been  determined  in  advance.’  ” 
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Offi  cer  May  Insure  Ilis  Life  in  Company ,  if  No  Rebate  Granted 

or  Commission  Paid 

(See  letter  dated  December  3,  1906,  from  the  Superintendent 
to  Mr.  Lathrop  E.  Baldwin,  §  89,  sub.  4.) 

Commissions  and  Brokerage  to  Agents  on  Policies  on  Their  Own 

Lives 

(See  letters  under  §  89,  sub.  4.) 

Honor  Rolls  or  Other  Reward  of  Merit  Involving  No  Pecuniary 

Return  to  Agent  Not  Prohibited 

Extract  from  letter  dated  November  19,  1906,  from  the  Superintendent  to 

Phoenix  Mutual  Life  Insurance  Company. 

“  You  write : 

‘  I  take  it  that  the  word  ‘  reward  ’  can  mean  only  pecuniary  recompense, 

and  that  honor  rolls  and  the  temporary  enjoyment  of  reward  of  merit  that 

brings  no  pecuniary  return  to  the  agent  was  not  intended  to  be  forbidden 

bv  law.’ 

•/ 

I  am  of  the  opinion  that  ‘  honor  rolls  5  are  not  forbidden  by 
section  97  of  the  Insurance  Law  of  this  State,  always  provided 
that  the  limitations  as  to  expenses  be  not  exceeded.55 

Nylic  for  Agents  Contract  Not  Within  Prohibition 

Hylic  for  agents  contract  made  prior  to  1906,  not  within  the 
prohibition  against  bonuses,  prizes  and  rewards. 

(See  Op.  A.  G.,  Dec.  28,  1906.) 

Banquet  to  Agents  Prohibited 

Extract  from  letter  dated  October  17,  1907,  from  the  Superintendent  to 

Mr.  L.  W.  Post. 

“  You  desire  to  be  advised  ‘  if  a  superintendent  or  district 
manager  of  an  industrial  insurance  company  violates  the  Arm¬ 
strong  law  by  offering  prizes  or  a  banquet  to  members  of  his 
staff  to  accomplish  certain  work.5 

Section  97  of  the  Insurance  Law  of  this  State  provides  that 
‘  all  bonuses,  prizes  and  rewards,  and  all  increased  or  additional 
commissions  or  compensation  of  any  sort  based  upon  the  volume 
of  any  new  or  renewed  business  or  the  aggregate  of  policies  writ- 
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ten  or  paid  for,  are  prohibited.’  This  fully  answers  your  ques¬ 
tion. 

The  section  further  provides  that  ‘  a  foreign  life  insurance 
corporation  which  shall  not  conduct  its  business  within  the  limita¬ 
tions  and  in  accordance  with  the  requirements  imposed  by  this 
section  upon  domestic  corporations  shall  not  be  permitted  to  do 
business  within  the  State.’  ” 

Presents  of  Jewelry  Prohibited 

Extract  from  letter  dated  November  11,  1907,  from  the  Superintendent  to 

Mr.  G.  E.  Smith. 

“  You  write  as  follows : 

‘  Two  of  the  assistant  superintendents  of  the  stall'  of  this  district  have 
in  their  possession  some  articles  of  jewelry,  possessing  no  great  value,  which 
they  desire  to  present  to  some  of  the  members  of  their  staff  in  recognition 
of  services  performed  in  the  past,  and  we  would  ask  if  this  would  in  any 
manner  conflict  with  the  recent  insurance  laws  passed  by  t lie  Legislature 
of  this  State.’ 

Section  97  of  the  Insurance  Law  provides  as  follows : 

‘All  bonuses,  prizes  and  rewards,  and  all  increased  or  additional  commis¬ 
sions  or  compensation  of  any  sort  based  upon  the  volume  of  any  new  or 
renewed  business  or  the  aggregate  of  policies  written  or  paid  for,  are  pro¬ 
hibited.’ 

T  am  of  the  opinion  that  the  proposed  action  of  your  assist¬ 
ants  would  come  within  the  prohibition  of  the  section." 

Gifts  for  Services  Prohibited 

Extract  from  letter  dated  January  24,  1910,  from  the  Superintendent  to 

Dow,  Behm  &  Company. 

“  In  your  letter  *  *  *  you  write  as  follows : 

‘  *  *  *  It  has  been  the  custom  of  the  writer  to  secure  a  great  many 

references  and  introductions  from  his  old  policyholders  and  usually  a  box 
of  cigars  or  some  similar  acknowledgment  of  the  favor  received  has  been 
appreciated  by  a  policyholder  quite  beyond  the  value  of  the  expression  of 
appreciation.  Aside  from  this,  we  frequently  receive  from  our  policyholders 
a  letter  stating  that  they  have  a  relative  or  friend  who  wants  to  take  out 
some  insurance,  and  asking  if  there  is  anything  in  it  for  them.  What  kind 
of  a  reply  can  we  make  to  such  an  inquiry?  *  *  *  It  is  not  a  question 

of  their  soliciting  insurance,  or  their  being  part-time  men,  or  anything  of 
the  kind,  it  is  merely  sending  us  information  that  might  result  in  our  se¬ 
curing  business.’ 
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Such  services  as  these  you  refer  to  may  well  be  considered 
to  be  such  as  are  referred  to  in  the  law.” 

Gifts  of  Money  Prohibited 

Extract  from  letter  dated  May  4.  1911,  from  the  Superintendent  to  the 

Phoenix  Mutual  Life  Insurance  Company. 

“*  *  *  Yon  ask: 

‘  Would  it  be  a  contravention  of  section  97  of  the  Armstrong;  Law,  to 

O  y 

offer  any  sum,  say  $5.00,  provided  the  agent  writes  business  for  say  10  con- 
secutive  weeks,  or  writes  business  for  10  consecutive  weeks  and  remits  with 
the  application  the  net  for  the  premium?’ 

It  would  be  a  violation  of  that  provision  of  section  97  of  the 
Insurance  Law  which  reads  as  follows : 

‘All  bonuses,  prizes  and  rewards,  and  all  increased  or  additional  commis¬ 
sions  or  compensation  of  any  sort  based  upon  the  volume  of  any  new  or 
renewed  business  or  the  aggregate  of  policies  written  or  paid  for,  are 
prohibited.’  ” 


Gift  of  Button  Allowed 

Extract  from  letter  dated  April  28,  1911,  from  the  Superintendent  to  the 

Metropolitan  Life  Insurance  Co. 

“  You  ask : 

‘  Is  it  objectionable  under  section  97  to  award  a  button  of  trifling  cost 
to  agents  who  write  a  certain  amount  of  Ordinary  business  within  a  year? 
Or  to  make  them  members  of  a  club  under  a  denomination  indicating  the 
amount  of  business  written,  membership  in  the  club  to  involve  only  public 
mention,  the  award  of  a  certificate  and  the  giving  of  a  button  or  pin  of 
no  intrinsic  value  and  small  cost  ?  ’ 

To  this  my  answer  is  no.” 

(See  also  §  91.) 

SUB.  7.  RENEWAL  COMMISSIONS 

Company  Cannot  Take  Credit  for  Loading  of  Premium  in  1907 
Not  Due  Until  1908  and  Pay  C  orresponding  Commission  in 
1907 

Extract  from  letter  dated  April  3,  1907,  from  the  Superintendent  to  Home 

Life  Insurance  Company. 

“  Your  favor  of  the  28th  ult.,  in  further  reference  to  ‘  the  pay¬ 
ment  of  renewal  commissions  on  premiums  received  in  advance/ 
has  been  received. 
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You  cite  the  following  practical  example: 

‘A  premium  received  in  1907  which  is  not  due  until  1908;  the  question 
is,  can  the  company  take  credit  for  the  loading  of  this  premium  and  pay 
the  corresponding  commission  in  1907.’ 

I  am  of  the  opinion  that  this  cannot  be  clone.’ ’ 


No  Portion  of  Renewal  Commissions  Shall  be  Added  to  First 

Year  Commissions 

Extract  from  letter  dated  July  13,  1907,  from  the  Superintendent  to 

Mr.  Leo  Stein. 

“  There  is  no  provision  in  section  97  of  the  Insurance  Law 
which  permits  a  life  insurance  company,  ‘  to  make  a  contract  with 
an  agent  whereby  any  portion  of  renewal  commission  may  he  ap¬ 
plied  toward  the  payment  of  commissions  earned  during  the  first 
year  of  the  policy  and  in  addition  to  ordinary  full  first  year  com¬ 
missions/  ” 


Renewal  Commission  Clause  Approved 

Extract  from  letter  dated  August  27,  1907,  from  the  Superintendent  to 

Mr.  C.  M.  Brown. 

“  You  submit  for  consideration  the  following  clause  which  you 
may  desire  to  embody  in  your  agency  contracts : 

£  Renewal  Commissions. 

Providing  this  contract  remains  in  full  force  and  effect  and  that  the 

party  of  the  second  part  does  not  procure  less  than . a  year  from  date 

hereof,  in  new  paid  life  insurance  business,  then  on  all  plans  of  insurance, 
except  those  which  provide  for  no  renewal  commissions,  there  shall  be  pay¬ 
able  to  said  party  of  the  second  part  the  following  commissions: 

.  %  of  the  premiums,  etc . . 


It  being,  however,  understood  and  agreed  that  failure  of  the  party  of  the 
second  part  in  any  particular  year  to  furnish  said  $ . in  new  paid  busi¬ 

ness  shall  only  affect  his  renewal  commissions  on  the  business  done  during 
that  year  and  shall  not  be  operative  as  to  the  business  done  in  the  years 
in  which  the  $ . quota  of  new  business  is  furnished.’ 

I  am  of  the  opinion  that  there  is  nothing  in  the  Insurance 
Law  ‘  which  would  prevent  a  company  from  making  a  contract 
containing  such  clause/  provided  the  limitations  of  section  97  he 
not  exceeded.” 


SOO 
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New  Policy  Issued  in  Accordance  With  Privilege  Granted  in 

Term  Policy  is  New  Insurance  and  Difference  in  Commission 

and  Nine  Renewals  Can  be  Paid  Thereon 

Extract  from  letter  dated  February  21,  1908,  from  the  Superintendent  to 
John  Hancock  Mutual  Life  Insurance  Company. 

“  You  write  as  follows : 

‘  We  have  a  request  to  change  a  term  policy  issued  in  1907  to  another  form, 
in  accordance  with  the  privilege  granted  in  the  policy,  the  new  policy  to  date 
from  the  present  time.  In  former  times  our  custom  was  to  make  the  change 
allowing  the  agent  a  commission  according  to  the  contract  rate  on  the  new 
policy  for  the  difference  in  premium  due  under  the  new  policy  and  that  paid 
on  the  term  policy  and  it  would  then  run  along  as  renewal  business.  We 
would  like  to  ascertain  if,  under  the  new  limitation  of  expenses  under  the 
Xew,  York  law,  this  should  be  considered  as  new  insurance  and  we  can  pay 
the  difference  in  the  commission  and  allow  nine  renewals  on  this  new  policy, 
or  whether  it  must  be  treated  as  old  insurance  and  in  this  particular  case 
while  paying  the  excess  of  commission  due  under  the  new  policy  on  this 
form  only  pay  the  nine  renewals  from  the  date  of  the  original  policy.’ 

I  am  of  the  opinion  that  a  policy  issued  ‘  in  accordance  with 
the  privilege  granted  in  the  (term)  policy  ’  and  not  in  a  form 
therein  set  forth  as  a  continuation  of  such  contract,  should  be 
considered  as  ‘  new  insurance  ’  and  that  on  it  you  can  pay  the 
difference  in  the  commission  and  allow  nine  renewals.'’ 

Payment  of  Maximum  Commissions  not  Required 

Extract  from  letter  dated  December  18,  1909,  from  the  Superintendent  to 

Austin  P.  H.  Mullarky. 

“  Your  favor  of  the  11th  inst.,  relating  to  contracts  between 
managers  and  agents  of  life  insurance  companies,  is  received. 
Section  97  of  the  Insurance  Law  places  certain  limitations  upon 
commissions  which  may  be  paid  on  new  and  renewal  premiums; 
it  does  not  require  that  the  full  amount  allowable  by  law  as  com¬ 
mission  on  renewal  premiums  shall  be  paid  in  each  and  every  case 
where  a  renewal  commission  may  be  due.” 

Collection  Fee  of  3$  Cannot  be  Paid  on  Premiums  on  Which 
Renewal  Commissions  Are  Paid,  to  Agent 

Extract  from  letter  dated  February  1,  1911,  from  the  Superintendent  to  the 

Fidelity  Mutual  Life  Insurance  Company. 

*  *  You  write: 

‘  Kindly  advise  us  whether  or  not  under  your  interpretation  of  section  97 
of  the  New  York  Insurance  Laws,  known  as  the  Limitation  of  Expense  Section, 
the  company  can  in  addition  to  the  renewal  commissions  therein  provided  for 
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the  first  fourteen  policy  years  allow  the  agent  a  collection  fee  not  exceeding 
3%  of  all  premiums  collected  by  him  in  his  territory  including  premiums  on 
which  such  renewal  commissions  are  paid  to  such  agent.’ 

I  am  of  the  opinion  that  you  cannot  legally  pay  a  collection 
fee  of  3%  on  ‘  premiums  on  which  such  renewal  commissions  are 
paid  to  such  agent.'  ” 

Company  May  Pay  First  Year  and  Renewal  Commissions  on 

Differences  in  Premiums 

Extract  from  letter  dated  July  1,  1911,  from  the  Superintendent  to  the 

Union  Mutual  Life  Insurance  Company. 

“*  *  *  J"r0m  a  letter  from  one  of  your  State  agents,  von 

quote  as  follows : 

‘  There  is  one  thing  I  would  like  to  bring  up  in  connection  with  the  con¬ 
vertible  term  and  that  is  the  commission  allowed  on  conversion.  I  find  that, 
without  exception,  the  various  general  agents  and  managers  to  whom  I  have 
spoken,  say  that  their  companies  allow  them  the  first  year’s  commission  on 
the  difference  between  the  term  rate  and  the  convertible  rate  for  the  first 
year  as  well  as  the  renewal  commission  on  the  difference  in  renewals.’ 

I  am  of  the  opinion  that  your  company  may  pay  first  year  and 
renewal  commissions  upon  such  differences  in  premiums.’7 

Payment  of  Commissions  on  Renewal  Premiums  not  Limited,  to 
Those  Agents  Who  Secured  the  Business 

Ruling  of  December  31,  1909. 

“  Section  97  of  the  law  does  not  limit  the  payment  of  commis¬ 
sions  on  renewal  premiums  to  those  agents  who  secured  the 
business.” 

Renewal  Commissions  to  Sub-Agent  Based  on  Amount  of  Busi¬ 
ness  Written  Allowed 

Extract  from  letter  dated  October  25,  1906,  from  the  Superintendent  to 
Massachusetts  Mutual  Life  Insurance  Company. 

“  The  sentence  in  section  97  of  the  Insurance  Law  which  you 
quote,  ‘All  bonuses,  prizes  and  rewards,  and  all  increased  or 
additional  commissions  or  compensation  of  any  sort  based  upon 
the  volume  of  any  new  or  renewed  business  or  the  aggregate  of 
policies  written  or  paid  for,  are  prohibited,’  is  to  be  read  in 
connection  with  the  sentence  which  immediately  precedes  it.  I 
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am  of  the  opinion  that  read  in  this  connection  or  by  itself  alone 
it  does  not  prohibit  a  general  agent  from  making  a  contract  with 
a  sub-agent  by  which  ‘  no  renewals  shall  be  allowed  unless  a  given 
amount  of  business  is  written  by  the  sub-agent  within  a  year/  ” 

Renewal  Contracts  With  Sub-Agents 

Extract  from  letter  dated  May  13,  1910,  from  the  Superintendent  to  the 

Prudential  Insurance  Company  of  America. 

“  You  quote  from  an  opinion  given  by  this  Department  to  the 
Massachusetts  Mutual  Life  Insurance  Company  under  date  of 
Oct.  25,  1906,  and  add: 

‘  I  understand  that  this  correctly  expresses  the  attitude  of  your  Depart¬ 
ment  in  connection  with  the  matter  therein  referred  to.  Will  you  kindly 
advise  me  first,  whether,  in  your  opinion,  a  company  would  be  justified  in 
guaranteeing  to  a  sub-agent  the  renewals  provided  for  under  a  contract 
similar  to  that  above  referred  to  made  by  him  with  a  general  agent  and, 
second,  whether  a  company  which,  by  the  terms  of  its  contract  with  its 
general  agent,  reserves  the  right  to  carry  out  a  contract  with  a  sub-agent 
would  be  justified  in  carrying  out  a  contract  containing  such  a  provision  in 
relation  to  renewals  ? ’ 

To  your  first  question  my  answer  is  no.  To  your  second 
question  my  answer  is  yes.” 

Renewal  Commissions  to  Sub-Agents  Based  on  Amount  of  Busi¬ 
ness  Prohibited 

Extract  from  letter  dated  December  27,  1910,  from  the  Superintendent  to 

The  Travelers  Insurance  Company. 

“  *  *  *  You  state : 

‘  I  am  thinking  of  making  a  contract  with  a  sub-agent,  allowing  him  on 
life  insurance  first  year’s  commissions  and  renewals  at  5%,  the  number  of 
which  renewals  will  be  governed  by  the  amount  of  insurance  he  pays  for  in 
his  contract  year.  For  instance  5%  if  he  pays  for  $25,000  business;  two 
5’s  if  he  pays  for  $50,000;  three  5’s  if  he  pays  for  $75,000;  four  5’s  if  he 
pays  for  $100,000,  and  so  on  up  to  eight  renewals  at  5%  for  $200,000  of  paid 
business  in  a  contract  year.  Please  inform  me  if  there  is  anything  illegal  in 
such  a  contract.’ 

Section  97  of  the  Insurance  Law  provides  that  ‘All  bonuses, 
prizes  and  rewards  and  all  increased  or  additional  commissions 
or  compensation  of  any  sort  based  upon  the  volume  of  any  new 
or  renewed  business  or  the  aggregate  of  policies  written  or  paid 
for,  are  prohibited.’  ” 
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Renewal  Contract  of  Special  Agent  With  Manager  Allowed 

Extract  from  letter  dated  July  27,  1910,  from  the  Superintendent  to  the 
Prudential  Insurance  Company  of  America. 

.r" 

‘  “  You  ask : 

‘  Will  you  kindly  advise  whether  there  is  anything  in  the  Xew  York  law 
prohibiting  companies  endorsing  the  contract  of  a  special  agent  with  a 
manager  to  guarantee  carrying  out  the  renewal  agreement  if  same  is  condi¬ 
tional  on  the  amount  of  business  written,  or  otherwise?’ 

I  would  advise  you  that  I  know  of  no  provision  in  the  In¬ 
surance  Law  which  would  prohibit  the  making  of  such  a  contract, 
providing  the  limitations  of  section  97  be  not  exceeded/’ 


Licensed  Clerh  May  Receive  Renewal  Commissions 

Extract  from  letter  dated  May  24,  1911,  from  the  Superintendent  to  the 

Home  Life  Insurance  Company. 
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You  state: 


£  Several  of  our  clerks  here  at  the  home  office  have  licenses  for  writing  life 
insurance,  and  devote  some  of  their  evening  time  to  the  procuring  of  business. 
So  far  we  have  refrained  from  making  any  renewal  contract  with  these  clerks, 
their  compensation  having  been  limited  entirely  to  first  year  commissions. 
Xow  it  seems  to  us  desirable  occasionally  to  give  a  clerk  a  right  to  renewal 
commissions  for  a  term  of  vears  on  business  he  may  solicit  and  we  shall  be 
glad  to  know  whether  this  practice  is  permissible  under  the  law,  and  under 
the  rulings  of  your  department.’ 


As  these  clerks  have  licenses  for  writing  life  insurance  it  would 
seem  that  their  compensation  therefor  should  be  fixed  by  your 
company,  hearing  in  mind  the  limitations  of  section  97  of  the 
Insurance  Law.” 


Life  Insurance  Company  May  Purchase  Renewals 

Extract  from  letter  dated  October  30,  190(3,  from  the  Superintendent  to  The 

Germania  Life  Insurance  Company. 

“  I  know  of  nothing  in  the  Insurance  Law  which  prohibits  a 
life  insurance  company  from  purchasing  renewals.  The  Attor¬ 
ney-General  has  taken  the  general  position  that  the  new  pro¬ 
visions  of  the  Insurance  Law  would  not  and  could  not  affect  con¬ 
tracts  previously  lawfully  entered  into  and  as  to  which  there  was 
no  power  of  alteration  or  revocation  reserved,  at  any  rate,” 
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Idem 

Extract  from  letter  dated  November  2b,  1906,  from  tbe  Superintendent  to  The 

Penn  Mutual  Life  Insurance  Company. 

“  There  is  nothing  in  the  Insurance  Law  of  this  State  which 
prohibits  a  life  insurance  company  from  purchasing  renewals, 
either  at  the  present  time  or  after  January  1,  1907.” 

Idem 

Extract  from  letter  dated  September  10,  1908,  from  tbe  Superintendent  to 
The  Penn  Mutual  Life  Insurance  Company. 

“  If  the  proposition  to  which  you  refer  is  made  in  good  faith 
by  an  agent  desirous  of  severing  his  relations  with  your  Company, 
I  am  of  the  opinion  that  the  purchase  may  be  made  provided  the 
limitations  of  section  97  of  the  Insurance  Law  of  the  State  of 
Re w  York  be  not  exceeded.  If,  however,  it  be  proposed  as  a 
method  of  commuting  renewals,  it  would  fall  within  the  prohibi¬ 
tion  of  the  statute.” 


Net  Renewal  C ommissions  May  be  Purchased  of  Agent  Who  Has 

Severed  His  Relations  With  Company ,  Provided  Amount  Does 

Not  Exceed  Limitations  of  the  Law 

Extract  from  letter  dated  March  27,  1911,  from  the  Superintendent  to 

iEtna  Life  Insurance  Company. 

“  *  *  *  You  state : 

‘Our  contracts  with  certain  of  our  agents  involve  the  payment  to  them  (or 
their  estates),  in  event  of  the  termination  of  their  contracts,  of  certain  net 
renewal  commissions  during  several  years  thereafter.  Where  the  agent’s 
active  connection  with  the  company  has  ceased  (by  death  or  otherwise)  it 
has  in  some  cases  appeared  to  be  desirable  to  all  parties  concerned  for  the 
company  to  purchase  in  one  sum  the  renewal  commission  interest  referred  to. 
Kindly  advise  us  whether  there  is  any  provision  in  the  New  York  State  law 
which  would  prohibit  such  a  purchase  provided  the  total  amount  so  paid  is 
within  the  limitations  of  section  97  of  said  law.’ 

I  am  of  the  opinion  that  there  is  no  provision  in  the  Rew  York 
State  law  which  would  prohibit  such  a  purchase,  provided  the 
total  amount  so  paid  is  within  the  limitations  of  section  97  of 
said  law.” 
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Expense  of  Collecting  Renewals  May  be  Charged  to  Estate  of 

Deceased  Agent 

Extract  from  letter  dated  March  4,  1911,  from  the  Superintendent  to  the 

Citizens  Savings  Bank  Building. 

“*  *  *  You  state: 

‘  My  opinion  has  been  asked  respecting  a  contract  between  a  life  insurance 
company  duly  licensed  in  New  York,  and  an  important  agent  which  provides 
for  nine  7 y2  per  cent,  renewal  commissions.  In  case  of  the  death  of  the 
agent,  the  commissions  as  they  accrue  are  payable  to  his  estate.  This 
agent  collects  the  renewal  premiums.  His  death  would  necessitate  the  col¬ 
lections  by  some  other  means.  This  probably  would  involve  some  collection 
expense.  The  question  about  which  I  am  in  doubt  is  whether  section  97  of  the 
Xew  York  law  would  prohibit  the  company  incurring  any  expense,  bank  ex¬ 
change  or  otherwise,  in  collecting  renewal  premiums  if  it  had  so  obligated 
itself  to  pay  the  estate  of  the  deceased  agent  the  iy2  per  cent,  commissions.’ 

Under  the  conditions  stated,  I  am  of  the  opinion  that  the  cost 
of  the  collections  should  be  made  a  charge  against  the  renewals  to 
be  paid  to  the  estate.” 

Idem 

Extract  from  letter  dated  September  29,  1911,  from  the  Superintendent  to  the 

National  Life  Insurance  Company. 

“  By  due  course  of  mail  there  has  been  received  your  favor  of 
the  22d  inst.  making  inquiry  in  relation  to  ‘  a  contract  with  a 
new  General  Agent,  such  contract  embodying  the  following  con¬ 
ditions  : 

( 1 )  Provision  for  the  payment  to  said  agent  of  first  and  renewal  com. 
missions  on  such  business  as  he  may  produce  within  the  limits  of  section  97: 

(2)  Provision  for  the  payment  to  said  agent  of  a  stipulated  salary  as 
compensation  for  the  specific  service  of  collecting  old  renewals  (in  which 
renewals  the  said  agent  has  no  commission  interest)  as  follows: 

(a)  A  portion  of  said  old  renewals,  representing  business  written  by  a 
former  agent  prior  to  January  1,  1907 ; 

(b)  A  portion  of  said  renewals  representing  business  written  by  a  former 
agent  since  January  1,  1907,  and  upon  which  renewals  the  company  stands 
pledged  to  the  payment  to  the  estate  of  a  former  agent,  deceased,  of  the 
balance  of  a  full  nine  year  renewal  commission  at  7 V2%  and  five  additional 
years  at  5%  without  deduction.’ 

You  state : 

‘The  intent  of  this  inquiry  being  to  determine: 

First:  Whether  there  is  anything  in  the  New  York  law  that  prohibits 
a  company  from  paying  an  agent  or  collector  for  his  services  in  collecting 
premiums  on  business  written  since  January  1,  1907,  which  premiums  arc 
already  subject  to  contractual  commission  payment  to  a  former  agent,  or 
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to  his  estate,  for  tlie  full  term  of  fourteen  years  after  the  first  year  of 
insurance. 

Second:  Whether  the  payment  of  a  salary  to  a  new  agent  for  the  specific 
purpose  of  collecting  old  business  would  operate  to  reduce  by  one-third 
the  renewals  upon  such  new  business  as  such  new  agent  might  produce.’ 

In  connection  with  jour  first  inquiry  would  state  that  while  I 
have  no  knowledge  of  the  date  of  the  contract  or  contracts  with 
jour  ‘  former  agent/  I  would  call  jour  attention  to  the  following 
extract  from  the  opinion  of  the  Attorney-General,  bearing  date 
June  10,  1909: 

“  The  opinion  of  the  Attorney-General  under  date  of  January  27,  1908, 
under  the  decision  of  (the  Appellate  Division,  Third  Department,  in  Boswell 
v.  Security  Mutual  Life  Insurance  Company,  119  App.  Div.  723,  held  that 
section  97  was  not  a  limitation  of  the  aggregate  expenditure  which  could 
be  made  by  life  insurance  companies  but  applied  to  each  particular  agent 
and  limited  the  amount  which  could  be  paid  to  him  to  a  certain  proportion 
of  the  first  premiums  received  by  him. 

The  Court  of  Appeals  reversed  the  decision  of  the  Appellate  Division  in 
December,  1908  (193  N.  Y.  465)  and  in  view  of  this  decision  and  at  the 
request  of  the  Superintendent  of  Insurance,  the  Deputy  Attorney-General 
in  charge  rendered  the  opinion  of  December  28,  1908,  to  which  you  refer. 
In  this  opinion  he  referred  to  the  reversal  of  the  Boswell  case  by  the  Court 
of  Appeals,  and  then  stated  c  in  the  absence  of  a  controlling  judicial  inter¬ 
pretation  to  the  contrary,  it  is  my  opinion  that  the  plain  reading  of  this 
limitation  applies  to  aggregate  expenses  of  the  corporation  for  the  purposes 
specified.’ 

I  have  carefully  examined  these  two  decisions  and  am  convinced  that  when 
the  opinion  of  December  28,  1908,  was  written  the  deputy  in  charge  could 
not  have  had  before  him  a  copy  of  the  opinion  of  the  Court  of  Appeals. 
.From  an  examination  of  that  opinion,  it  is  clear  that  the  Court  of  Appeals 
does  not  pass  upon  the  interpretation  of  section  97  made  by  the  Appellate 
Division.  Its  decision  is  merely  that  this  section  has  no  application  to 
contracts  with  agents  entered  into  before  its  enactment.  The  discussion  of 
the  opinion  is  entirely  confined  to  this  question  and  the  holding  is  made 
that  section  97  is  prospective  rather  than  retrospective.  Furthermore,  al¬ 
though  the  interpretation  of  the  Appellate  Division  is  not  expressly  con¬ 
sidered,  the  court,  by  implication,  adopts  that  interpretation  because  the 
main  ground  upon  which  it  holds  that  the  statute  must  be  regarded  as 
prospective  is  that  otherwise  it  would  impair  the  obligation  of  contracts 
entered  into  before  its  passage.  It  is  obvious  that  if  the  section  had  appli¬ 
cation  only  to  an  aggregate  limitation,  it  would  not  necessarily  prevent 
the  payment  of  more  than  the  statutory  appropriation  to  any  one  agent. 
!So  long  as  the  aggregate  expenditures  were  not  in  excess  of  the  aggregate 
appropriations  on  new  premiums  allowed  to  be  used  by  the  statute,  there 
would  be  no  violation  of  the  law  even  if  in  individual  instances  agents 
received  more  than  this  allowance,  computed  on  their  own  new  policies, 
would  produce.  It  is  clear,  therefore,  that  the  Court  of  Appeals  did  not 
in  any  way  modify  the  interpretation  of  section  97  adopted  by  the  Appellate 
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Division,  and  that,  on  the  contrary,  it  gave  such  interpretation  its  implied 
sanction. 

I,  therefore,  advise  you  to  disregard  the  opinion  of  the  Deputy  Attorney- 
General  dated  December  28,  1908,  and  to  be  guided  as  to  the  proper  inter¬ 
pretation  of  this  law  by  the  opinion  of  January  27,  1908,  setting  forth  the 
decision  of  the  Appellate  Division  in  this  case. 

1  also  advise  you  that  under  the  decision  of  the  Court  of  Appeals  this 
section  is  to  have  no  effect  whatever  upon  contracts  with  agents  entered 
into  before  its  passage.” 

In  contracts  entered  into  after  the  passage  of  the  so-called 
“Armstrong  Laws ”  the  company  should  have  protected  itself 
against  the  possibility  of  having  to  pay  costs  of  collection,  through 
salary  or  otherwise,  in  addition  to  renewal  commissions  which  in¬ 
clude  payment  for  cost  of  collection.  In  connection  with  this  I 
would  call  your  attention  to  the  enclosed  copy  of  a  letter  dated 
March  4,  1911,  from  the  Superintendent  to  Mr.  A.  I.  Vorvs, 
Columbus,  Ohio,  in  relation  to  a  contract  such  as  that  you 
mention. 

“Your  favor  of  the  1st  inst.,  has  been  received.  You  state:  My  opinion 
has  been  asked  respecting  a  contract  between  a  life  insurance  company  duly 
licensed  in  New  York,  and  an  important  agent  which  provides  for  nine 
7*4  per  cent,  renewal  commissions.  In  case  of  the  death  of  the  agent,  the 
commissions  as  they  accrue  are  payable  to  his  estate.  This  agent  collects 
the  renewal  premiums.  His  death  would  necessitate  the  collections  by  some 
other  means.  This  probably  would  involve  some  collection  expense.  The 
question  about  which  I  am  in  doubt  is  whether  section  97  of  the  New  York 
law  would  prohibit  the  company  incurring  any  expense  —  bank  exchange  or 
otherwise  —  in  collecting  renewal  premiums  if  it  had  so  obligated  itself  to 
pay  the  estate  of  the  deceased  agent  the  7*4  per  cent,  commissions. 

Under  the  conditions  stated,  I  am  of  the  opinion,  that  the  cost  of  the 
collections  should  be  made  a  charge  against  the  renewals  to  be  paid  to  the 
estate.” 

As  to  your  second  inquiry;  holding  that  you  may  not  pay  cost 
of  collection  in  addition  to  renewal  commissions,  it  is  hardly 
necessary  to  add  that  this  can  not  he  evaded  by  reducing  other 
commissions  lawfully  payable.” 

Renewal  Commission  Amendments  Passed  in  1909,  Take  Effect 

May  7,  1909 

Extract  from  letter  dated  May  14,  1909,  from  the  Superintendent  to 

Mr.  Charles  L.  Behm. 

“  You  ask  to  he  advised  ‘  whether  the  law  relative  to  renewal 
commissions  paid  to  agents  and  collection  fees  does  not  permit 
the  company  to  pay  these  additional  commissions  on  all  business 
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written  since  January  1,  1907,  when  the  Armstrong  Law  went 
into  effect.7 

I  am  of  the  opinion  that  the  amendments  to  section  97  of  the 
Insurance  Law  which  took  effect  May  7,  1909,  ‘  permit  the  com¬ 
pany  to  pay  these  additional  commissions  on  all  business  written 
since  7  that  date  only.77 

Idem 

Extract  from  letter  dated  May  18,  1909,  from  the  Superintendent  to  the 

Berkshire  Life  Insurance  Company. 

“  You  write  as  follows: 

‘As  we  are  anxious  to  give  our  general  agents  the  benefit  of  the  revisions 
in  the  life  insurance  laws  of  New  York,  I  would  thank  vou  if  vou  would 
kindly  tell  me  the  date  upon  which  these  laws  took  effect.  Could  the  addi¬ 
tional  renewals  from  the  lltli  to  the  15th  year  under  the  law  be  applied  to 
all  business  written  under  the  Armstrong  Law  since  January  1,  1907;  or  does 
it  apply  only  from  the  date  on  which  the  law  took  effect?’ 

The  amendments  to  section  97  of  the  Insurance  Law  allow¬ 
ing  the  additional  renewals  to  which  you  refer  apply  only  to 
business  written  on  and  after  May  7,  1909,  the  day  on  which  they 
took  effect.77 

Amendments  of  1909,  Allowing  Additional  Renewal  Commissions 

not  Retroactive 

Extract  from  letter  dated  June  26,  1909,  from  the  Superintendent  to  The 

Penn  Mutual  Life  Insurance  Company. 

“  I  am  clearly  of  the  opinion  that  the  amendment  to  section  97 
of  the  Insurance  Law  increasing  the  number  of  renewal  commis¬ 
sions  which  may  he  paid  to  agents  is  not  retroactive ;  this  amend¬ 
ment  was  contained  in  chapter  301  of  the  Laws  of  1909,  which 
took  effect  May  7,  1909,  and  applies  only  to  business  written  on 
and  after  that  date  under  agency  contracts  entered  into  on  and 
after  said  date.77 

Amendment  Increasing  Number  of  Renewals ,  Not  Retroactive  to 

May  7,  1909 

Extract  from  letter  dated  February  14,  1911,  from  the  Superintendent  to 
The  Fidelity  Mutual  Life  Insurance  Company. 

“  Your  favor  of  the  10th  inst.,  referring  to  the  amendment  to 
section  97  of  the  Insurance  Law,  increasing  number  of  renewals 
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that  may  be  paid  to  agents,  was  received  *  *  *.  You  ask: 

‘  Is  the  amendment  to  section  07  retroactive  to  May  7,  1900  ?  ’ 
To  this  my  answer  is  no.” 


SUB.  8.  COMMUTATION  OF  RENEWAL  COMMISSIONS 

Company  May  Not  Commute  Renewal  Commissions  and  Add 
Commuted  Amount  to  Commissions  on  First  Years  Premiums 

Extract  from  letter  dated  September  21,  1906,  from  the  Superintendent  to 

Mr.  Frederick  A.  Savage. 

“  There  is  no  provision  in  section  97  of  the  Insurance  Law 
which  permits  a  life  insurance  company  to  commute  renewal  com¬ 
missions  and  add  the  commuted  amount  to  commissions  on  first 
year's  premiums.” 


Commuted  Commissions  Cannot  be  Added  to  First  Year  Com¬ 
missions 

Extract  from  letter  dated  January  2,  1907,  from  the  Superintendent  to  the 

Bankers  Life  Insurance  Company. 

There  is  no  provision  in  section  97  of  the  Insur¬ 
ance  Law  which  permits  a  life  insurance  company  to  commute 
renewal  commissions  and  add  the  first  payment  to  the  first  year’s 
commission.” 


No  Gross  Payment  in  Lieu  of  Renewal  Commissions 

Extract  from  letter  dated  December  13,  1906,  from  the  Superintendent  to 

Mr.  Lathrop  E.  Baldwin. 

“  *  *  *  You  quote  from  section  97  of  the  Insurance  Law 

the  provisions  relating  to  the  commutation  of  renewal  commis¬ 
sions  and  ask : 

‘  Under  such  clause  of  law,  can  a  company  pay  as  brokerage,  no  further 

commission  compensation  on  case  to  be  received  by  agent,  a  lumped  sum  of  the 

first  vear’s  commission  allowed  bv  law  and  at  same  time  two  renewal  com- 
«/  «/ 

missions  of  7%  per  cent,  each,  making  gross  payment  on  first  year  of  lirst 
year’s  commission  and  15  per  cent.’ 

In  reply,  would  state  that  I  am  of  the  opinion  that  such  a 
gross  payment  would  not  be  in  accordance  with  the  law.  *  * 
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Commuted  Renewal  Commissions  are  Payable  only  from  Renewal 

Premiums 

Extract  from  letter  dated  July  8,  1909,  from  the  Superintendent  to  Mr.  Charles 
S.  Fowler,  Second  Deputy  Superintendent  of  Insurance. 

“  Tou  state  that  ‘  the  first  payment  of  renewal  commissions  is 
paid  the  first  year  of  the  policy  in  addition  to  the  commission  for 
the  first  year  ’  and  ask  for  a  ruling  as  to  the  propriety  of  these 
payments. 

There  is  no  provision  of  section  97  of  the  Insurance  Law 
which  permits  a  life  insurance  company  to  add  the  first  payment 
of  renewal  commissions  to  the  first  year’s  commission.” 


Commutation  including  Collection  Fee  Approved 

Extract  from  letter  dated  October  30,  1906,  from  the  Superintendent  to  Metro¬ 
politan  Life  Insurance  Company. 


“  You  state : 

‘  In  the  table  already  alluded  to,  which  was  submitted  to  you  under  date 
of  September  11,  we  did  not  take  advantage  of  the  full  present  value  of 
commissions  running  over  a  period  of  nine  years  and  we  now  desire  to  sub¬ 
mit  a  supplemental  table  which  includes  the  present  value  of  a  collection 
fee  of  2  per  cent,  in  the  four  years  following  the  last  year  in  which  we  pro¬ 
pose  to  pay  a  renewal  commission  of  10  per  cent. 

£  It  will  be  seen  that  in  each  case  the  present  value  on  a  3 y2  per  cent, 
basis  of  a  renewal  commission  of  10  per  cent,  for  five  years  and  a  2  per 
cent,  collection  fee  for  the  remaining  four  years  is  less  than  the  present  value 
of  renewal  commissions  of  7%  per  cent,  for  nine  years  and  we  beg  to  ask 
for  your  approval  of  our  proposal  to  pay  a  collection  fee  of  2  per  cent,  from 
the  seventh  to  the  tenth  year  inclusive.’ 

Your  proposal  to  pay  a  collection  fee  as  aforesaid  has  my 
approval.” 


Rates  for  Commuting,  When  Approved 

Extract  from  letter  dated  October  23,  1906,  from  the  Superintendent  to  The 

Western  Underwriter. 

“Approval  of  a  proposed  rate  for  commuting  renewal  com¬ 
missions,  or  an  opinion  as  to  its  fairness,  can  only  he  given  when 
some  company  makes  application  accompanied  by  a  schedule 
showing  the  figures  upon  which  the  application  is  based.” 


Extracts  from  Rulings  and  Opinions 


317 


Proposed  Rate  of  Commutation  Approved 

Extract  from  letter  dated  September  17,  1906,  from  the  Superintendent  to 

Metropolitan  Life  Insurance  Company. 

“  Your  proposal  to  pay  10  per  cent,  renewal  commissions  for 
five  years  upon  certain  of  your  policy  issues,  instead  of  7%  per 
cent,  for  nine  years  as  provided  in  section  97  of  the  Insurance 
Law,  has  my  approval.7’ 

(See  also  letter,  dated  October  30,  1906,  from  the  Superin¬ 
tendent  to  Metropolitan  Life  Insurance  Company,  above.) 

Idem 

Extract  from  letter  dated  October  11,  1906,  from  the  Superintendent  to  The 

Mutual  Life  Insurance  Company. 

“  Your  proposal  to  pay  15  per  cent,  renewal  commissions  for 
three  years  upon  certain  of  your  policy  issues  instead  of  71/2  per 
cent,  for  nine  years  and  to  pay  10  per  cent,  renewal  commissions 
for  three  years  upon  certain  other  policies  instead  of  5  per  cent, 
for  nine  years,  as  provided  in  section  97  of  the  Insurance  Law, 
has  my  approval.77 

Idem 

Extract  from  letter  dated  November  14,  1906,  from  the  Superintendent  to  the 

New  York  Life  Insurance  Company. 

“  Your  proposal  is : 

‘  In  an  agency  district  subject  to  the  supervision  of  a  local  salaried  repre¬ 
sentative  to  pay  on  10  and  15-year  endowment  policies  a  renewal  commission 
of  6  per  cent,  for  four  years,  or  5  per  cent,  for  five  years,  in  lieu  of  the 
3 y3  per  cent,  for  nine  years  allowed  by  section  97  of  the  Insurance  Law.’ 

This  has  my  approval.77 

Idem 

Extract  from  letter  dated  November  26,  1906,  from  the  Superintendent  to 

The  Prudential  Insurance  Company. 

“  In  certain  cases  in  districts  where  you  have  local  supervising 
representatives,  you  propose  to  (  pay  five  renewal  commissions  of 
5  per  cent,  each  on  ten  and  fifteen-year  endowments,  instead  of 
nine  renewals  of  3%  per  cent,  each.7 
This  has  my  approval.77 
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Idem 

Extract  from  letter  dated  January  3,  1907,  from  the  Superintendent  to  the 

Equitable  Life  Assurance  Society. 

“  Your  proposals  to  pay  15  per  cent,  for  three  years  in  lieu  of 
TVs  per  cent,  for  nine  years  and  to  pay  10  per  cent,  for  five  years 
and  2  per  cent,  collection  fees  for  four  years  in  lieu  of  7%  per 
cent,  for  nine  years,  have  my  approval.77 

Idem 

Extract  from  letter  dated  March  20,  1907,  from  the  Superintendent  to  the 

New  York  Life  insurance  Company. 

“  You  state : 

‘  We  desire  to  have  your  authority  for  paying  the  following  in  lieu  of  nine 
renewal  commissions  of  5  per  cent,  each  on  the  ordinary  life,  limited  payment 
life,  and  endowments  paid  by  twenty  or  more  premiums,  and  in  lieu  of  nine 
renewal  commissions  of  3  per  cent,  each  on  10  and  15-year  endowments: 


RENEWAL  COMMISSIONS 


PLAN 

2d  year 

3d  year 

4th  year 

Ordinary  life  . 

12% 

12% 

6% 

Limited  payment  life . 

Endowments  paid  by  20  or  more  annual 

12 

12 

6 

premiums  . 

12 

12 

6 

Ten  and  15-year  endowments . 

8 

3 

4 

Enclosed  are  sheets  showing  our  calculations 

3,  based  upon 

our  mortality  and 

lapse  rates.’ 

The  proposed  rates  have  my  approval.77 

Idem 

Extract  from  letter  dated  April  18,  1907,  from  the  Superintendent  to  the 

Mutual  Life  Insurance  Company. 

“Your  proposal  to  pay  two  renewals  of  9  per  cent,  and  seven 
renewals  of  2%  per  cent,  in  lieu  of  nine  renewals  of  5  per  cent, 
has  my  approval.77 

Idem 

Extract  from  letter  dated  December  22,  190S,  from  the  Superintendent  to  the 

Metropolitan  Life  Insurance  Company. 

“  I  am  in  receipt  of  your  favor  of  the  21st  inst.,  reading  as 
follows : 

‘Under  date  of  October  26,  190G,  we  submitted  for  your  consideration  a 
table  based  upon  mortality  and  lapse  rates  for  the  purpose  of  securing  your 
approval  to  our  proposition  to  commute  nine  renewal  commissions  of  7%  per 
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cent,  to  five  renewals  of  10  per  cent,  with  2  per  cent,  collection  fee  for  the 
remaining  four  Tears. 

We  now  beg  to  submit  for  your  approval  our  proposition  to  pay  two  re¬ 
newals  of  15  per  cent,  each,  one  of  10  per  cent,  and  2  per  cent,  during  the 
remaining  six  years;  and  also  a  table  of  commuted  values  which  shows  that 
the  present  value  of  these  commissions  is  less  than  the  present  value  of  nine 
renewals  of  l1/^  per  cent,  each.’ 

Your  proposal  ‘  to  pay  two  renewals  of  15  per  cent,  each,  one 
of  10  per  cent,  and  2  per  cent,  during  the  remaining  six  years/ 
has  my  approval.” 

Idem 

Extract  from  letter  dated  February  13,  1909,  from  the  Deputy  and  Acting 
Superintendent  to  the  Home  Life  Insurance  Company. 

“  Your  proposal  to  commute  commissions  on  the  following 
scales:  (1)  14  per  cent,  the  first  year,  12  per  cent,  the  second 
year  and  10  per  cent,  the  third  year;  or  (2)  three  commissions 
of  12  per  cent,  each,  in  lieu  of  nine  renewals  of  7%  per  cent, 
each,  has  my  approval.” 

Idem 

Extract  from  letter  dated  February  13,  1909,  from  the  Deputy  and  Acting 
Superintendent  to  the  Manhattan  Life  Insurance  Company. 

“Your  proposal  to  commute  nine  renewals  of  7%  per  cent,  to 
three  renewals  of  15  per  cent.,  and  to  commute  nine  renewals 
of  5  per  cent,  to  three  renewals  of  10  per  cent.,  has  my  approval.’’ 

Idem 

Extract  from  letter  dated  June  29,  1909,  from  the  Superintendent  to  the 

Phoenix  Mutual  Life  Insurance  Company. 

“You  write: 

‘  In  lieu  of  the  nine  714  per  cent,  and  five  5  per  cent,  renewals  I  would 
request  one  12  per  cent,  renewal,  eight  jy2  per  cent,  renewals  and  five  2  per 
cent,  renewals,  and  in  lieu  of  such  commutation  the  company  would  like  to 
employ  also  the  alternative  commutation  of  two  10  per  cent,  renewals,  seven 
7  V-2  per  cent,  renewals  and  five  2  per  cent,  renewals. 

On  premiums  under  which  the  company  is  allowed  to  pay  fourteen  5  per 
cent,  renewals  we  would  respectfully  request  the  privilege  of  paying  one 
9  V-2  per  cent,  renewal,  eight  5  per  cent,  renewals  and  five  2  per  cent,  renewals, 
and  in  lieu  thereof  the  company  would  like  to  employ  also  the  commutation 

of  two  714  per  cent,  renewals,  seven  5  per  cent,  renewals  and  five  2  per  cent, 
renewals.’ 


The  rates  for  commutation  stated  above  have  my  approval.” 
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Idem 

Extract  from  letter  dated  August  17,  1912,  from  the  Superintendent  to  the 
Massachusetts  Mutual  Life  Insurance  Company. 

“  You  state : 

■  YY  e  have  in  contemplation  a  change  in  our  agents’  contract  whereby  in  lieu 
of  a  5  per  cent,  commission  on  the  eleventh  to  the  fifteenth  premiums,  both 
inclusive,  we  shall  grant  an  extra  commission  of  5  per  cent,  on  the  second  pre¬ 
mium,  or  an  extra  commission  of  2%  per  cent,  on  both  the  second  and  third 
premiums.  We  assume  that  such  an  arrangement  will  meet  with  your  ap¬ 
proval,  as  we  understand  that  several  companies  have  now  in  force  an  arrange¬ 
ment  of  this  nature.’ 

The  proposed  commutation  is  approved,  provided  the  general 
limitation  of  the  section  be  not  exceeded.” 

Idem 

Extract  from  letter  dated  December  6,  1912,  from  the  Superintendent  to  the 

Mutual  Life  Insurance  Company. 

“  You  refer  to  certain  rates  of  commutation  of  renewal  commis¬ 
sions  approved  by  the  Superintendent  under  date  of  March  30, 
1907,  and  state  that  k  Thereafter,  the  law  was  amended  authoriz¬ 
ing  companies  to  pay  five  additional  renewal  commissions  of  3% 
per  cent,  each  on  the  renewal  premiums  of  the  tenth  to  the  four¬ 
teenth  years,  respectively.  In  lieu  of  these  five  additional  renewal 
commissions,  we  wish  your  authority  to  pay  five  renewal  commis¬ 
sions  of  1  per  cent,  each  on  the  renewal  premiums  of  the  second 
to  the  sixth  years.’ 

Your  proposal  to  pay  additional  renewal  commissions  of  1  per 
cent,  each  on  the  first  to  the  fifth  renewal  premiums,  in  lieu  of  the 
renewal  commissions  of  3%  per  cent  each  authorized  by  the  law 
on  the  tenth  to  the  fourteenth  renewal  premiums  has  my  ap¬ 
proval.” 

Approval  not  Required  for  Commutation  Less  than  Rate  Already 

Approved 

Extract  from  letter  dated  March  20,  1909,  from  the  Superintendent  to  the 
John  Hancock  Mutual  Life  Insurance  Company. 

“  I  am  of  the  opinion  that  the  clause  in  section  97  of  the  Insur¬ 
ance  Law  which  you  quote:  ‘  Provided  that  an  amount  found 
to  be  equivalent  to  the  aggregate  amount  so  payable  upon  a  fair 
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commutation  approved  by  the  Superintendent,  of  Insurance  and 
based  upon  mortality  and  lapse  rates  may  be  distributed  through 
three  or  more  years  but  not  more  than  two-fifths  of  such  amount 
shall  be  payable  for  any  one  year/  does  not  require  the  approval 
of  the  Superintendent  in  those  individual  cases  where  the  amounts 
proposed  to  be  paid  are  less  than  those  that  might  be  paid  under 
a  ruling  of  the  Superintendent,  previously  given  in  relation  to 
commuting1  renewal  commissions.” 


Rule  of  Two-Fiftlis ,  How  Applied 

Extract  from  letter  dated  April  14,  1909,  from  tlie  Superintendent  to  the 

Home  Life  Insurance  Company. 

“  Your  favor  of  the  9th  inst.  referring  to  my  letter  of  February 
13,  1909,  approving  the  commutation  of  commissions  proposed 
bv  your  Mr.  Marshall,  has  been  received. 

You  state  that  one  of  your  general  agents  wishes  to  have  the 
privilege  of  paying  to  his  sub-agents  three  commuted  renewal 
commissions  well  within  the  permission  of  February  13th,  and 
add  that  a  question  has  been  raised  as  to  whether  the  phrase  in 
section  97  of  the  Insurance  Law,  1  but  not  more  than  two-fifths 
of  such  amount  shall  be  payable  for  any  one  year/  can  be  held 
to  apply  to  the  case  in  question,  since  the  first  commuted  renewal 
is  more  than  two-fifths  of  the  total  of  the  three  renewal  commis¬ 
sions  which  your  general  agent  proposes  to  pay  to  his  sub-agent. 

I  am  of  the  opinion  that  the  words  quoted  apply  to  the  maxi¬ 
mum  commuted  renewal  commission  approved  on  February  13, 
1909,  and  that  your  general  agent  could  with  propriety  pay  to 
his  sub-agent  14  per  cent,  renewal  commission  the  second  year 
and  no  further  renewals  thereafter.” 

Restrictions  as  to  Commutations  Apply  Where  Agent  Goes  to 

Another  State 

Extract  from  letter  dated  February  10,  1911,  from  the  Superintendent  to 
The  Mutual  Benefit  Life  Insurance  Company. 

You  state  that  the  second  case  relating  to  the  com¬ 
mutation  of  commissions  ‘  is  that  of  a  general  agent  who  was 
transferred  from  Yorth  Dakota  to  California;  his  Yorth  Dakota 
contract  being  terminated,  he  desires  to  have  the  company  com- 
Vol.  V  — 11 
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mute  the  renewal  commissions  on  his  North  Dakota  business. 
What  restrictions  govern  us  with  respect  to  this  ?  ’ 

I  would  advise  you  that  the  same  restrictions  apply  to  this  as  to 
other  cases  of  commutation.” 

Provisions  of  Insurance  Law  Relative  to  Commutation  of 
Commissions  Permissive ,  Not  Mandatory 

Extract  from  letter  dated  February  18,  1911,  from  the  Superintendent  to 

Mr.  Patrick  McKenney,  Philadelphia,  Pa. 

“  *  *  *  You  write  as  follows: 

'  I  would  thank  you  very  much  if  you  would  please  to  state  whether  under 
the  Xew  York  law,  life  insurance  companies  can  commute  agents’  commissions 
if  they  want  to. 

Or  whether  under  the  said  law,  they  are  compelled  to  commute  commissions 
if  requested.’ 

That  provision  of  section  97  of  the  Insurance  Law  which  relates 
to  the  commutation  of  commissions,  is  permissive  and  not  manda¬ 
tory.” 

SUB.  9.  AGENCY  SUPERVISOR 

Persons  May  Occupy  Dual  Position  of  Agency  Supervisor  and 
Personal  Producer,  Provided  Expenditures  Do  Not  Exceed 
Limitations  Mentioned  in  Section 

Extract  from  letter  dated  August  10,  1906,  from  the  Superintendent  to  The 

Germania  Life  Insurance  Company. 

“  There  is  nothing  in  the  Insurance  Law  which  prevents  you 
from  employing  persons  in  the  dual  capacity  stated  (agency 
supervisor  and  personal  producer)  nor  which  prohibits  the  ‘  pay¬ 
ment  to  such  persons  of  a  commission  for  new  business  written  by 
them  personally,  besides  a  salary  as  agency  supervisor/  pro¬ 
vided  that  in  the  aggregate  the  expenditures  on  account  of  new 
business  do  not  exceed  the  limitations  set  forth  in  section  97  of 
the  law.” 

Remaining  One-third  of  Renewal  Commission  May  Accrue  to  the 

Agency  Supervisor  or  Manager 

Extract  from  letter  dated  November  14,  1906,  from  the  Superintendent  to  The 

Germania  Life  Insurance  Company. 

“  You  write: 

‘According  to  section  97  of  the  new  laws,  the  renewal  commission  to  dis¬ 
trict  agents  shall  not  exceed  two- thirds  of  the  foregoing  rates,’  i.  e.,  7 Y2  per 
cent,  and  5  per  cent,  during  nine  years. 


97 


Extracts  from  Rulings  and  Opinions 


323 


We  assume  that  in  all  equity  and  according  to  the  spirit  of  the  law,  the 
remaining  y3,  i.  e.,  2%  and  1%  per  cent,  accrue  to  the  agency  supervisor  or 
manager  who,  according  to  the  ruling  of  your  favor  of  August  10,  1906,  can 
act  in  the  dual  capacity  of  supervisor  and  personal  producer.’ 

In  my  opinion  your  assumption  is  correct.7’ 

Agent ,  Partly  Personal  Producer  and  Partly  Assistant  to  Other 
Agents  is  Salaried  Representative  with  Reference  to  Reduction 
in  Renewal  Commissions  of  other  Agents  in  his  District 

Extract  from  letter  dated  January  2,  1907,  from  the  Superintendent  to  Massa¬ 
chusetts  Mutual  Life  Insurance  Company. 

“  You  ask: 

‘  In  your  opinion  is  a  person  under  contract  with  our  company  upon  our 
regular  general  agent’s  form  who  is  himself  a  personal  producer  and  a  part 
of  whose  duties  is  to  solicit  for  applications  and  who  also  assists  other  gen¬ 
eral  agents  of  the  company  in  his  locality  in  closing  business  and  who  may 
recommend  to  the  company  other  individuals  for  contracts  with  the  company, 
to  whom  advances  are  made  and  whose  compensation  is  determined  by  a 
commission  upon  the  business  done  by  himself  and  that  done  by  agents  whom 
he  may,  at  the  request  of  the  company,  assist  in  their  work,  such  a  local 
salaried  representative  as  is  contemplated  by  that  provision  in  section  97  of 
the  present  laws  of  the  State  of  New  York  in  reference  to  insurance  as  would 
work  a  reduction  in  the  renewal  commissions  of  other  agents  in  his  district?’ 

To  this  my  answer  is  yes.” 

(See  also  §  103,  sub.  8-c.) 

SUB.  10.  LOAN  OR  ADVANCE  TO  AGENT 

If  Made  by  General  Agent  on  Behalf  of  Company  Prohibited ; 

Otherwise  Not 

Extract  from  letter  dated  June  21,  1906,  from  the  Deputy  Attorney-General 

to  the  Superintendent  of  Insurance. 

“  If,  therefore,  it  could  be  shown  that  the  general  agent  made 
the  loan  or  advance  on  behalf  of  the  insurance  company,  or  under 
any  agreement  with  it,  it  is  within  the  prohibition  of  the  statute; 
otherwise  not.” 

Advances  Against  Renewal  Commissions  Must  Cease  Jan.  1,  1907 

Extract  from  letter  dated  July  10,  1906,  from  the  Superintendent  to  The 
National  Life  Insurance  Company  of  Vermont. 

“  I  am  in  receipt  of  your  favor  of  the  5th  inst.,  relating  to 
the  following  paragraph  of  section  97  of  the  Insurance  Law  of 

this  State: 
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‘  .No  such  corporation,  nor  any  person,  firm  or  corporation  on  its  behalf  or 
under  any  agreement  with  it,  shall  make  any  loan  or  advance  to  any  person, 
firm  or  corporation  soliciting  or  undertaking  to  solicit  applications  for  in¬ 
surance  without  adequate  collateral  security,  nor  shall  any  such  loan  or  ad¬ 
vance  be  made  upon  the  security  of  renewal  commissions,  or  of  other  com¬ 
pensation  earned  or  to  be  earned  by  the  borrower  except  advances  against 
compensation  for  the  first  year  of  insurance.5 

It  is  my  opinion  that  the  operation  of  this  paragraph  is  de¬ 
ferred  until  January  1,  1907.” 

General  Agent  Who  Makes  Loans  to  Soliciting  Agent  in  Same 
Company  is  Making  Loans  on  Behalf  of  Company 

Extract  from  letter  dated  March  31,  1909,  from  the  Counsel  to  the  Department 

to  Mr.  Charles  T.  Brockway. 

“  The  Department  cannot  see  how  it  can  he  said  that  a  general 
agent  who  makes  advances  or  loans  to  an  agent  who  is  soliciting 
business  for  the  insurance  company  represented  by  the  general 
agent  is  not  making  such  advances  or  loans  on  behalf  of  the  in¬ 
surance  company.  Accordingly,  we  should  say  that  such  advances 
or  loans,  if  made,  would  be  in  conflict  with  the  laws  of  this  State.” 

The  Words  “  Loan”  and  “Advance”  are  to  be  Considered  as 
Synonyms  and  May  Not  Now  be  Made  on  the  Security  of 
Renewal  Commissions  Arising  under  a  Contract  in  Effect 
Before  the  Passage  of  the  Present  Law  Unless  Specifically 
Provided  for  Therein 

Extract  from  letter  dated  April  5,  1909,  from  the  Superintendent  to  the 
John  Hancock  Mutual  Life  Insurance  Company. 

“  Your  favor  of  the  2d  inst.,  relating  to  a  loan  to  an  agent,  has 
been  received. 

You  quote  that  part  of  section  97  of  the  Insurance  Law  which 
prohibits  the  making  of  loans  or  advances  upon  the  security  of 
renewal  commissions  and  write  as  follows: 

‘  The  opinion  of  the  State  authorities  is  respectfully  asked  upon  the  defini¬ 
tion  of  the  term  £  advance.’  Suppose  a  company  were  to  make  a  loan  to  an 
agent  upon  the  basis  of  renewal  premiums  to  which  he  had  become  entitled 
under  a  contract  and  business  in  effect  before  the  establishment  of  the  present 
law,  would  such  a  loan,  if  lawful  in  itself,  constitute  in  any  sense  an  ‘  ad¬ 
vance,5  within  the  meaning  of  this  section?  5 

I  am  of  the  opinion  that  for  the  purposes  of  the  law  the  words 

1  loan 5  and  ‘  advance  ’  are  to  be  considered  as  svnonyms  and 

«/  «/ 
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further  that  no  loan  or  advance  may  now  be  made  upon  the 
security  of  renewal  commissions  arising  ‘  under  a  contract  and 
business  in  effect  before  the  establishment  of  the  present  law/ 
unless  such  contract  specifically  provided  for  the  making  of  such 
loan  or  advance.” 

(See  §  101,  new,  subs.  7  and  8,  “  Policy  Loans.”) 

SUB.  11.  ADVANCES  AGAINST  FIRST  YEAR  COMMISSIONS 

Advances  to  Agents  on  Sole  Security  of  Compensation  to  be 
Earned  by  Writing  New  Business  Allowed 

Extract  from  letter  dated  October  5,  1907,  from  Superintendent  to  The 

National  Life  Insurance  Company. 

“  Your  favor  of  the  25th  ult.  relating  to  the  phrase  ‘  except  ad¬ 
vances  against  compensation  for  the  first  year  of  insurance/  was 
received.  *  *  * 

You  ask  if  this  phrase,  found  in  that  provision  of  section  97 
of  the  Insurance  Law  which  prohibits  the  making  of  any  loan 
or  advance  without  adequate  collateral  security,  ‘  does  authorize 
advances  to  agents  upon  the  sole  security  of  compensation  to  be 
earned  by  writing  new  business.’ 

I  am  of  the  opinion  that  the  phrase  does  authorize  such  ad¬ 
vances.” 


But  Such  Advances  Must  be  Made  in  Good  Faith 

Extract  from  letter  dated  July  12,  1906,  from  the  Attorney-General  to  the 

Superintendent  of  Insurance. 

“  I  am  of  the  opinion  that  advances  may  be  made  to  agents  so 
long  as  the  aggregate  of  the  four  items  for  the  first  year’s  ex¬ 
penses  does  not  exceed  the  maximum  provided  by  law  and  pro¬ 
vided  always  that  the  advances  are  made  in  good  faith.” 

Advances  Against  Benewal  Commissions  on  and  after  January 

1,  1907,  Prohibited 

Extract  from  letter  dated  December  20,  1906,  from  the  Superintendent  to  the 
Massachusetts  Mutual  Life  Insurance  Company. 

a  Your  favor  of  the  15th  inst.  relating  to  advances  to  agents 
has  been  received. 
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Section  97  of  the  Insurance  Law  provides  that: 

‘No  such  corporation,  nor  any  person,  firm  or  corporation  on  its  behalf  or 
under  any  agreement  with  it,  shall  make  any  loan  or  advance  to  any  person, 
firm  or  corporation  soliciting  or  undertaking  to  solicit  applications  for  in¬ 
surance  without  adequate  collateral  security,  nor  shall  any  such  loan  or  ad¬ 
vance  be  made  upon  the  security  of  renewal  commissions  or  of  other  com¬ 
pensation  earned  or  to  be  earned  by  the  borrower  except  advances  against 
compensation  for  the  first  year  of  insurance.’ 

This  very  clearly  prohibits  the  making  of  advances  against 
any  renewal  commissions  on  and  after  January  1,  1907.” 

SUB.  12.  DOMESTIC  CORPORATIONS  OR  FOREIGN  CORPORATIONS 

Law  is  Silent  as  to  Contracts  of  General  Agents  with  Their 

Sub-agents 

Extract  from  letter  dated  September  21,  1906,  from  the  Superintendent  to 

Mr.  Frederick  A.  Savage. 

“  The  limitations  as  to  expenses  apply  to  life  insurance  com¬ 
panies  doing  business  within  this  State.  As  to  contracts  of  a 
general  agent  with  his  sub-agents  the  law  is  silent.” 

Foreign  C  ompanies  Must  Comply  with  Section 

Foreign  companies  must  comply  with  section  97  as  to  limitation 
of  expenses. 

(See  Op.  A.  G.,  Sept.  1,  1906.) 

Last  Sentence  of  Section  Applies  to  Life  Insurance  Corporations 

of  Other  States 

Extract  from  letter  dated  October  5,  19-06,  from  the  Superintendent  to 

The  National  Life  Insurance  Company. 

“  The  last  sentence  of  this  section  reads  as  follows : 

*  This  section  shall  not  apply  to  expenses  made  or  incurred  in  the  business 
of  industrial  insurance  nor,  except  as  to  the  limitation  of  expenses  for  the 
first  year  of  insurance  and  as  to  compensation  of  and  loans  and  advances  to 
agearts  or  solicitors,  to  stock  corporations  issuing  and  representing  themselves 
as  issuing  nonparticipating  policies  exclusively.’ 

This  applies  equally  as  well  to  life  insurance  corporations  of 
other  States  as  to  those  of  this  State.” 


§  97  Extracts  from  Rulings  and  Opinions  327 

Section  Applies  to  Foreign  Life  Insurance  Companies  Doing 

Business  in  This  State 

Extract  from  letter  dated  November  15,  1906,  from  the  Superintendent  to 

Mr.  W.  A.  Barton. 

“  Your  favor  of  the  12th  inst.,  relating  to  limitation  of  ex¬ 
penses  of  foreign  life  insurance  companies,  has  been  received. 

Computations  for  expenses  are  to  be  made  by  calendar  years 
irrespective  of  the  localities  where  policies  are  issued  or  delivered. 

The  provisions  of  the  Insurance  Law  relating  to  the  expenses 
of  life  insurance  companies,  apply  to  all  life  insurance  companies 
doing  business  within  this  State.” 

Idem 

Extract  from  letter  dated  October  3,  1912,  from  the  Superintendent  to  the 
Northwestern  Mutual  Life  Insurance  Company. 

“  Section  97  of  the  Insurance  Law  provides  certain  limitations 
for  expenses  of  domestic  life  insurance  corporations.  The  section 
further  provides:  ‘A  foreign  life  insurance  corporation  which 
shall  not  conduct  its  business  within  the  limitations  and  in  accord¬ 
ance  with  the  requirements  imposed  by  this  section  upon  domestic 
corporations  shall  not  be  permitted  to  do  business  within  the 
State.’  ” 

Limitation  Applies  to  General  Agents  of  Foreign  Companies 
Authorized  to  Do  Business  in  This  State  Wherever  Said  Agents 
May  be  Located 

Extract  from  letter  dated  October  7,  1907,  from  Superintendent  to  The 

Eastern  Underwriter. 

“  Your  favor  of  the  4th  inst.  in  which  you  quote  from  my  letter 
to  Mr.  Charles  Jerome  Edwards  under  date  of  September  26, 
1907,  has  been  received. 

I  am  of  the  opinion  that  the  clause  you  quote,  ‘  The  legisla¬ 
tive  intent  was  that  no  life  insurance  corporation  nor  agent  thereof 
should  expend  or  become  liable  for  expenses  in  excess  of  the  limi¬ 
tation  prescribed,’  does  apply  to  general  agents  of  life  insurance 
companies  of  other  States  authorized  to  do  business  in  this  State, 
wherever  said  general  agents  may  be  located.” 
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New  York  Company  Reinsuring  Business  of  Foreign  Company 

May  Not  Assume  Contracts  to  Pay  First  Year  and  Renewal 

Commissions  in  Excess  of  Maximum  Allowed  by  New  York 

Laws 

Extract  from  letter  dated  October  9,  1911,  from  the  Superintendent  to  the 

Travelers  Insurance  Company. 

“  *  *  *  You  state : 

‘  There  is  a  small,  young  life  company  in  the  West  which  I  understand 
is  solvent  and  legally  conducted,  but  for  reasons  of  its  own  (which  I  assume 
are  not  subject  to  criticism)  wishes  to  reinsure  its  entire  business.  Its 
rate  of  commission  the  first  year  and  its  renewals  and  its  general  expense 
rate  have  been  in  excess  of  the  maximum  allowed  under  the  New  York 
Law.  The  company  has  never  done  business  in  the  State  of  New  York.  Its 
agents  have  contracts  with  the  company  entitling  them  to  renewal  commis¬ 
sions  in  excess  of  the  maximum  allowed  by  the  New  York  Insurance  laws. 

W  ould  it  be  lawful  for  the  Travelers  Insurance  Company,  which  is  doing 
business  in  the  State  of  New  York  and  intends  to  continue  doing  business 
in  the  State  of  New  York,  to  reinsure  the  business  of  this  company;  and  in 
the  case  of  such  business  as  is  reinsured  and  continued  in  force,  pay  to 
the  original  agents  the  full  commissions,  first  year  and  renewals,  called 
for  by  their  contracts  on  all  premiums  collected  on  the  reinsured  policies 
after  date  of  reinsurance,  assuming  that  in  many  cases  the  amount  would 
be  materially  in  excess  of  the  maximum  allowed  under  the  New  York  Law?’ 

The  limitations  of  section  97  of  the  Insurance  Law  as  they 
apply  to  your  company  must  not  be  exceeded.’ ’ 

SUB.  14.  STOCK  CORPORATIONS,  WHEN  EXCEPTED 

Stock  Company  Not  Relieved  from  Limitations  as  to  Renewal 

Commissions 

Extract  from  letter  dated  June  4.  1907,  from  the  Superintendent  to  The 

Washington  Life  Insurance  Company. 

“  Your  favor  of  the  27th  ult.,  relating  to  the  last  clause  of 
section  97  of  the  Insurance  Law,  has  been  received. 

You  wish  to  be  advised  whether,  or  not,  under  the  clause  re¬ 
ferred  to  ‘  a  stock  company  is  relieved  from  limits  as  to  renewal 
commissions.’ 

In  my  opinion  this  clause  which  relieves  ‘  stock  corporations 
issuing  and  representing  themselves  as  issuing  non-participating 
policies  exclusively/  from  the  application  of  certain  provisions  of 
the  section,  does  not  relieve  such  corporations,  ‘  from  limits  as  to 
renewal  commissions.’  ” 
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Section  98  —  Salaries  of  Officers  and  Agents  —  When 

Fixed  by  Board  of  Directors 

SUB.  2.  CONTRACT  FOR  SALARY  LIMITED  TO  TWELVE  MONTHS 

Salaries  of  Officers  Must  be  Fixed  at  Least  Once  Every  Year 

Extract  from  circular  letter  dated  July  27,  1909,  from  the  Superintendent  to 

each  Domestic  Life  Insurance  Company. 

“At  a  hearing  on  a  recent  examination  *  *  *  the  follow¬ 

ing  rulings  were  made,  of  which  your  company  will  please  take 
notice : 

4 11.  That  section  98  of  the  Insurance  Law  prohibits  a  domestic  life  in¬ 
surance  company  from  making  salary  agreements  with  its  officers  which  will 
extend  beyond  a  period  of  twelve  months  from  the  date  of  such  agreements, 
and  that,  therefore,  the  salaries  of  the  officers  of  such  a  company  must  be 
fixed  at  least  once  every  year.  *  *  *  ’  ” 

(See  also  §  97,  sub.  5.) 


SUB.  3.  PENSION  TO  OFFICER,  DIRECTOR  OR  TRUSTEE  FORBIDDEN 

Company  May  Establish  Pension  Fund  for  Employees  Other 

Than  Officers  and  Directors 

Extract  from  letter  dated  October  1,  1908,  from  the  Superintendent  of  Insur¬ 
ance  to  The  Germania  Life  Insurance  Company. 

a  -x-  *  *  This  Department  will  recognize  the  power  of  your 

company  to  lawfully  establish  a  fund  and  a  system  of  distribut¬ 
ing  a  pension  among  its  employees  other  than  officers  and  direc¬ 
tors.  *  *  * 

Under  the  provisions  of  the  Insurance  Law  it  is  important 
that  there  shall  not  be  anv  contractual  relations  between  the  com- 

*y 

pany  and  its  employees  as  to  a  pension  fund.  No  contract  with 
employees  may  he  made  or  extended  with  any  provision  to  the 
effect  that  the  employee  shall  participate  in  the  pension  fund  as 
a  consideration  for  his  employment.  Payments  from  the  pension 
fund  so  established  must  he  voluntary  on  the  part  of  the  company 
and  provided  for  in  such  manner  that  payments  can  he  suspended 
or  terminated  at  any  time  and  if  so  suspended  or  terminated  the 
employee  shall  have  no  cause  of  action  against  the  company. ” 
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Section  100  —  Investments 

SUB.  1.  BONDS  SECURED  BY  ADEQUATE  COLLATERAL  SECURITY 

Investment  in  Railroad  Collateral  Improvement  Notes  Prohibited 

Extract  from  letter  dated  May  18,  1906,  from  the  Superintendent  to  The 

Equitable  Life  Assurance  Society. 

“  Your  communication  of  the  15th  instant  in  re  purchase  of 
$5,000,000  of  the  Pennsylvania  Company’s  proposed  issue  of  Col¬ 
lateral  Improvement  Notes  maturing  December  1,  1907,  and  re¬ 
questing  Department  approval  thereto,  is  received. 

The  securities  in  question  fall  in  that  class  expressly  referred 
to  in  section  36  of  chapter  326  of  the  laws  of  this  year  (§  100  of 
the  Insurance  Law)  as  investments  not  allowable  after  June  1, 
1906.  For  that  reason,  I  do  not  feel  that  the  Department  can  give 
approval  to  such  a  purchase  at  this  time,  believing  that  such  an 
act  would  be  in  contravention  to  the  spirit  of  the  amended  insur¬ 
ance  law.” 

Meaning  of  the  Words  “  Government  ”  and  “  Adequate  Collateral 

Security  ” 

Extract  from  letter  dated  September  6,  1906,  from  the  Superintendent  to  the 

Security  Mutual  Life  Insurance  Company. 

“  Your  favor  of  the  1st  inst.  relating  to  loans  on  bonds  by  life 
insurance  corporations,  is  received.  Replying  to  your  first  ques¬ 
tion,  I  would  state  that  the  word  ‘  government,’  as  used  in  section 
100  of  the  Insurance  Law,  is  not  necessarily  limited  to  the  United 
States.  *  *  *  Life  insurance  corporations  of  this  State  can 

invest  in  or  loan  upon  the  ‘  government  ’  bonds  of  those  foreign 
countries  only  in  which  they  transact  business.  To  your  second 
question  I  would  reply  that  sections  16  and  100,  read  together, 
limit  the  collateral  which  may  be  accepted  to  such  securities  as 
the  corporation  is  authorized  to  invest  its  surplus  funds  in.  *  *  * 
The  provision  of  section  100,  that  a  corporation  shall  not  ‘  loan 
upon  any  bonds  or  obligations  which  shall  not  be  secured  by 
adequate  collateral  security,  *  *  *  ’  applies  to  those  bonds  or 

obligations  of  private  corporations  whose  issue  is  based  upon  the 
deposit  of  shares  of  stock.  *  *  *  ” 
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Idem, 

Mere  unsecured  additional  promises  of  parties  already  liable 
to  pay  bonds  are  not  adequate  collateral  security. 

(See  Op.  A.  G.  Aug.  9,  1911.) 

SUB.  3.  APPROVAL  OF  SALES  OF  STOCK 

Sales  of  Securities  may  be  made  without  first  Obtaining  Approval 

of  Superintendent 

Extract  from  letter  dated  May  28,  1906,  from  the  Superintendent  to  Home 

Life  Insurance  Company. 

“  Replying  to  your  letter  of  the  23d  inst.,  it  is  my  opinion 
that  under  the  provisions  of  section  36  of  chapter  326  of  the 
session  laws  of  this  year  (§  100  of  the  Insurance  Law),  the 
directors  of  your  company  are  at  liberty  to  sell  stocks  and  securi¬ 
ties  in  such  amounts  and  at  such  times  as  the  directors  shall  deem 
best,  and  thereafter  report  such  sales  to  this  Department.  I  am 
not  of  the  opinion  that  it  will  be  necessary  to  first  obtain  my  ap¬ 
proval  in  writing  before  such  sales  are  made.” 

Promissory  Notes  Secured  by  Pledge  of  Stocks  Sold  May  Not  Be 

Accepted 

Domestic  life  company  owning  stocks  of  certain  corporations 
may  not  sell  same  in  consideration  for  promissory  notes  secured 
by  such  stock  sold. 

(See  Op.  A.  G.,  March  4,  1908.) 

Question  of  Investment  in  Unauthorized  Securities  within 

Discretion  of  Superintendent 

The  question  of  whether  a  life  company  in  order  to  comply 
with  section  100  requiring  a  company  to  make  each  year  such 
reduction  of  its  holdings  of  a  certain  class  of  securities  as  shall 
be  approved  by  the  Superintendent  of  Insurance,  may  acquire  as 
a  part  of  the  transaction  certain  securities  in  which  it  is  forbidden 
to  invest,  is  one  which  lies  within  the  discretion  of  the  Superin¬ 
tendent. 

(Op.  A.  G.  Dec.  16,  1911.) 

Investment  in  Bonds  of  Southern  Canadian  Railway 

(See  Op.  A.  G.  Dec.  26,  1912,  §  16,  sub.  6.) 
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Investment  in  Ilaibcay  Equipment  Notes 
(See  Op.  A.  G.  June  16,  1013,  §  16,  sub.  5.) 

SUB.  4.  AUTHORIZATION  OF  INVESTMENT  BY  BOARD  OF  DIRECTORS 

Surplus  May  Be  Invested  in  Bonds  of  Any  Private  Corporation 

(See  letter  dated  Sept.  6,  1906,  from  the  Superintendent  to 
the  Security  Mutual  Life  Insurance  Company,  §  16,  sub.  3.) 

Loans  on  Collateral  by  Domestic  Life  Insurance  Company  Must 
be  Made  by  Board  of  Directors,  or  by  a  Committee  Thereof 

Extract  from  circular  letter  dated  July  27,  1909,  from  tlie  Superintendent 

to  each  Domestic  Life  Insurance  Company. 

“At  a  bearing  on  a  recent  examination  *  *  *  the  follow¬ 
ing  rulings  were  made,  of  which  your  company  will  please  take 
notice : 

1.  That  loans  on  collateral  made  by  a  domestic  life  insurance  company 
must  be  made  either  by  the  board  of  directors  of  such  company  or  by  a 
committee  thereof  charged  with  the  duty  of  supervising  such  loans;  and  that, 
consequently,  loans  made  by  the  president  or  any  other  officer  of  such  a 
company,  merely  on  an  authorization  from  the  board  of  directors  or  such  a 
committee,  are  not  made  in  accordance  with  section  100  of  the  Insurance 
Law.  It  is  thought  that  this  view  applies  also  to  substitutions  of  collateral 
after  such  a  loan  shall  have  been  made.  *  *  *  ” 

Control  Over  Insurance  Property  May  Not  Be  Vested  in  Outside 

Party 

An  insurance  company  may  not  enter  into  a  bondholders’ 
agreement  whereby  trustees  under  the  same  have  irrevocable 
authority  over  and  legal  title  to  the  bonds  on  which  the  company 
has  a  lien  is  vested  in  outside  trustees. 

(See  Op.  A.  G.  Jan.  17,  1908.) 

(See  also  Rulings  cited  under  Section  16  —  Investment  of 
Capital  and  Surplus.) 

Section  101  (Old)  — -  Standard  Forms  of  Policies 

SUB.  1.  APPLICATION  OF  SECTION 

Foreign  Life  Companies  Recjuired  to  Use  Standard  Policy 

Form 

Foreign  companies  must  write  policies  in  Yew  York  on  the 
standard  form. 

(See  Op.  A.  G.  June  20,  1906.) 
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Foreign  Life  Insurance  Companies  Not  Required  to  Issue 

Standard  Policy  Forms 

Extract  from  letter  dated  September  1,  1906,  from  the  Attorney-General  to 

the  Superintendent  of  Insurance. 

“  I  am  of  the  opinion  that  foreign  life  insurance  corporations 
are  not  required  to  conform  with  the  standard  forms  of  policies 
provided  for  in  the  act.  Section  101,  which  sets  forth  in  detail 
the  four  standard  forms,  specifically  refers  to  all  policies  of  in¬ 
surance  other  than  industrial  policies  issued  or  delivered  within 
this  State  by  any  domestic  life  insurance  corporation.” 

Forms  of  Policies  Issued  by  Life  Insurance  Corporations  of 

Other  States 

Extract  from  letter  dated  December  2,  1907,  from  the  Superintendent  to 

Berkshire  Life  Insurance  Company. 

“  Section  101  of  the  Insurance  Law  of  this  State  relating  to 
standard  forms  of  policies  applies  only  to  those  issued  by  domes¬ 
tic  life  insurance  corporations.  The  Superintendent  is  charged 
with  no  duties  in  connection  with  the  forms  of  policies  issued  by 
life  insurance  corporations  of  other  states  doing  business  within 
this  State,  and  can  express  officially  no  opinion  thereon.” 

Translation  of  Standard  Policy  into  French  Language 

Extract  from  letter  dated  October  26,  1906,  from  the  Superintendent  to  the 

Metropolitan  Life  Insurance  Company. 

“  Your  favor  of  the  25th  inst.  relating  to  standard  forms  of 
policies  to  be  issued  by  your  company  for  delivery  in  the  Prov¬ 
ince  of  Quebec,  is  received. 

I  am  of  the  opinion  that,  for  the  purpose  stated,  a  translation 
into  the  French  language  of  the  standard  policy  forms  prescribed 
in  section  101  of  the  Insurance  Law,  would  he  a  compliance  with 
the  requirements  thereof.” 

Policies  Issued  to  Residents  of  New  York  State  in  1906  and  Paid 
for  in  1907  Must  Be  Recalled  if  Not  Written  on  Standard 
Forms 

Extract  from  letter  dated  November  21,  1906,  from  the  Superintendent  to 

Metropolitan  Life  Insurance  Company. 

“  You  ask : 

‘  Whether  policies  issued  in  1906  on  which  the  lirst  premium  is  paid  in 
1907  are  to  be  considered  as  having  been  issued  in  1907,  as  would  ordinarily 
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be  the  case  with  policies  reported  in  this  manner  and,  if  so,  would  it  be 
necessary  to  recall  all  such  policies  and  reissue  them  on  standard  forms?’ 

To  this  my  answer  is  yes.” 

Deferred  Dividend  and  Non-Participating  Plans  in  Mutual  XJom- 
pany  Issued  in  1906,  Not  Completed  Until  1907 

Extract  from  letter  dated  November  27,  1906,  from  the  Superintendent  to 

New  York  Life  Insurance  Company. 

“As  to  your  inquiries  on  the  question  as  to  what  business  the 
provisions  of  the  new  Insurance  Law  relating  to  deferred  divi¬ 
dends,  prohibiting  both  participating  and  non-participating  insur¬ 
ance,  requiring  standard  forms  of  policies,  relating  to  surrender 
values,  will  apply;  that  is,  whether  business  commenced  in  1906 
but  not  completed  until  1907  will  come  under  the  new  law  or  not, 
I  have  to  say  I  have  considered  that  provision  in  all  the  appli¬ 
cation  forms  used  by  your  company  as  follows : 

‘  That  the  insurance  hereby  applied  for  shall  not  take  effect  unless  the 
premium  is  paid  and  the  policy  delivered  to  me  during  my  lifetime  and  that, 
unless  otherwise  agreed  in  writing,  the  policy  shall  then  relate  back  to  and 
take  effect  as  of  the  date  of  this  application.’ 

I  have  also  considered  your  customary  forms  of  policies  which 
contain  no  date,  but  which  do  provide  that :  ‘  This  policy  shall 

take  effect  as  of -  day  of -  190' — ; 9  the  blanks  in  the 

above  form  being  filled  in  with  the  same  date  as  contained  in  the 
application.  Under  this  state  of  facts,  in  my  opinion,  the  busi¬ 
ness  so  done  will  be  deemed  business  for  the  year  in  which  the 
application  is  dated  and  it  is  agreed  that  the  policy  shall  become 
effective  and  the  provisions  of  law  in  force  at  the  date  of  the 
application  will  control  the  contract.” 


Endorsements  on  Standard  Policies 

Extract  from  letter  dated  December  3,  1906,  from  the  Superintendent  to 

The  Equitable  Life  Assurance  Society. 

“As  endorsements  on  the  backs  of  standard  policies  or  sup¬ 
plementary  contracts  are  no  part  of  the  contracts,  I  prefer  to 
express  no  opinion  in  regard  to  them.” 
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Special  Clause  in  Standard  Form  When  Insured  is  About  to  go 

to  Tropics 

Extract  from  letter  dated  December  13,  1906,  from  the  Superintendent  to 

New  York  Life  Insurance  Company. 

“From  jour  favor  of  the  11th  inst.  I  quote  as  follows: 

*  We  occasionally  have  a  case  of  a  party  residing  in  the  State  of  New 
York  at  the  time  when  we  insure  him,  but  who  is  about  to  go  to  the  Tropics. 
In  such  a  case  we  charge  the  suitable  premium  for  the  region  to  which  the 
party  is  going  and  place  a  special  clause  in  the  policy  agreeing  that,  if  he 
returns  and  takes  up  his  residence  again  in  a  temperate  zone,  the  premium 
shall  be  reduced  to  the  domestic  rate.  Is  it  proper  for  us  to  insert  such  a 
special  clause  in  issuing  a  policy  on  the  standard  form?’ 

In  mj  opinion  the  insertion  of  such  a  clause  in  the  policy 
form  under  the  circumstances  mentioned  would  he  proper.” 

Endorsements  on  Standard  Forms 
See  §  58,  sub.  3. 

Removal  of  Lien  Under  Deferred  Dwidmd  Policies 

Extract  from  letter  dated  January  24,  1907,  from  the  Superintendent  to 

New  York  Life  Insurance  Company. 

“  Your  favor  of  the  17th  inst.,  relating  to  substandard  or  under¬ 
average  risks  with  liens  and  deferred  dividends,  was  received  by 
due  course  of  mail. 

You  state: 

‘  It  happens  occasionally  that,  upon  re-examination  of  the  insured  within 
some  months  after  his  insurance  or  upon  further  information  of  the  facts, 
we  find  the  risk  a  better  one  than  we  had  rated  it  at  the  time  of  the  original 
application  and  in  such  cases  we  are  sometimes  willing  to  remove  the  lien, 
issuing  a  changed  policy  from  the  original  date  covering  the  full  face  of  the 
insurance. 

The  question  is  whether  such  a  change  as  this,  which  increases  the  amount 
of  immediate  protection  upon  the  life  though  not  the  amount  of  ultimate 
protection,  is  the  issue  of  new  insurance  upon  the  deferred  dividend  plan  in 
the  year  1907.’ 

I  am  of  the  opinion  that  such  a  change  as  mentioned  is  not 
an  ‘  issue  of  new  insurance  upon  the  deferred  dividend  plan  in 

the  year  1907,’  ” 
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Paid-up  Given  for  Surrendered  Policy 

Extract  from  letter  dated  March  12,  1907,  from  the  Superintendent  to  Metro¬ 
politan  Life  Insurance  Company. 

“  In  jour  favor  of  the  9th  inst.  you  ask: 

‘Are  we  correct  in  assuming  that  a  paid-up  policy,  given  in  lieu  of  the 
surrender  of  a  policy  issued  prior  to  January  1,  1907,  and  bearing  a  new 
number  with  current  date  and  attained  age,  is  to  be  considered  as  a  con¬ 
tinuance  of  the  original  insurance  either  in  whole  or  in  part  and  can  be 
written  on  the  old  form  of  paid-up  blank  in  use  prior  to  January  1,  1907?’ 

I  am  of  the  opinion  that  such  a  change  of  policies  may  be 
made  by  your  company.  If  the  paid-up  is  to  be  considered  as  a 
continuance  of  the  original  policy  it  should  preferably  be  carried 
upon  the  original  number,  date  and  age;  this  will  lessen  liability 
to  error  in  valuation.  If  thought  best,  the  number  could  have  a 
letter  attached.” 

Special  Clause  in  Standard  Form  When  Insured  is  a  Minor 

Extract  from  letter  dated  July  9,  1907,  from  the  Superintendent  to  New 

York  Life  Insurance  Company. 


“  You  state : 

‘For  a  number  of  years  past  it  has  been  the  custom  of  this  company  to 
issue  policies  on  the  lives  of  children  between  the  ages  of  fifteen  and  twenty- 
one,  using  the  same  premium  rates  as  at  age  twenty-one.  As  all  these  policies 
are  issued  on  the  lives  of  minors,  we  have  added  a  special  clause  to  the 
policy,  reading  as  follows: 

‘  The  application  for  insurance  on  which  this  policy  was  issued  having 
been  made  by  the  father  of  the  minor  insured,  it  is  understood  and  agreed 
that  the  insurance  contract  is  made  with  the  father,  and  that  any  transaction 
between  the  company  and  the  father,  or,  in  case  of  the  prior  death  of  the 
father,  between  the  company  and  the  guardian  of  the  insured,  with  reference 
to  this  policy,  shall  be  valid  without  notice  to,  or  consent  of,  the  insured 
during  minority.  It  is  also  understood  and  agreed  that  after  majority  the 
company  shall  deal  directly  with  the  insured  as  though  the  insurance  contract 
had  been  made  with  him  originally.’ 

‘  We  still  continue  to  use  this  clause  in  policies  issued  on  the  lives  of 
minors  in  other  states.  Do  you  see  any  objection  to  adding  a  similar  clause 
to  the  standard  policy  form  of  the  State  of  New  York  in  such  cases?’ 

In  answer  would  state  that  I  see  no  objection  to  tlie  endorsing 
of  the  above  special  clause  upon  the  standard  policy  form  of  this 
State  when  necessary  to  fullv  explain  the  contract.” 

V  1/  -L 


§  101  (old)  Extracts  from  Rulings  and  Opinions 


337 


Changes  in  Deferred  Dividend  Policies  Issued  Prior  lo  January 

1,  1907 


See  §  83,  sub.  2. 


SUB.  A  2.  PERIOD  OF  GRACE  IN  POLICY  ON  MONTHLY  PAYMENT 

PLAN 

Company  May  Not  Omit  “Grace  Clause ”  from  Policies  on 
Monthly  Payment  Plan;  “Industrial  Insurance”  Defined 

Extract  from  letter  dated  May  9,  1907,  from  the  Superintendent  to  The 

Washington  Life  Insurance  Company. 

“  You  ask : 

‘Jn  your  opinion,  would  the  monthly  payment  plan,  even  if  used  for  policies 
for  large  amount,  come  under  the  class  of  ‘  industrial  insurance  ’  and  thus 
give  the  option  to  the  company  to  cut  out  the  grace  clause?’ 

In  mv  opinion,  policies  such  as  ^you  mention  cannot  be  com 
sidered  as  ‘  industrial  insurance  ’  policies. 

Enclosed  herewith  you  will  please  find  copy  of  letter  from 
Vice-President  Haley  Fiske  of  the  Metropolitan  Life  Ins.  Co. 
relating  to  the  definition  of  the  words  1  industrial  insurance.’  ” 

“  The  Metropolitan  Life  Insurance  Co., 

New  York  City,  February  14,  1907. 

“  Hon.  Otto  Kelsey,  Superintendent  of  Insurance,  Albany,  N.  Y. 

Dear  Sir. —  In  reply  to  your  letter  of  the  eleventh,  I  do  not  remember  any 
Court  decision  defining  what  is  termed  industrial  insurance.  It  seems  to  be 
defined  by  the  Insurance  Law  in  section  91  in  the  following  sentence: 
‘Agents  operating  solely  for  companies  transacting  industrial  or  prudential 
insurance  on  the  weekly  payment  plan  of  insurance  are  exempted,’  etc. 

It  is  defined  in  the  same  way  by  section  76  of  the  Massachusetts  law: 
‘  On  policies  of  industrial  or  prudential  insurance  on  which  the  weekly  pre¬ 
miums  are  not  more  than,’  etc. 

It  was  defined  in  the  State  of  Louisiana  last  year  in  Act  No.  65,  section  1, 
as  follows:  ‘Industrial  life  insurance  is  hereby  d'efined  to  be  that  insurance 
for  which  the  stipulated  premiums,  advances,  assessments  or  dues  are  regu¬ 
larly  payable  or  collectible  every  four  weeks,  tri-weekly,  bi-weekly,  weekly, 
semi-weekly,  or  at  any  other  stated  times  less  than  a  month  apart.’ 

It  was  defined  by  statute  in  Missouri  in  1897,  in  section  No.  7943,  as 
follows:  ‘Industrial  or  prudential  life  insurance  companies  in  the  meaning 
of  this  article  are  such  life  insurance  companies  that  issue  policies  not  ex¬ 
ceeding  $500  in  amount,  the  premiums  on  which  are  paid  by  a  weekly  rate 
and  are  collected  and  paid  weekly  under  the  term  of  the  policies.’ 

In  insurance  literature,  industrial  insurance  has  often  been  defined  as  in¬ 
surance  on  the  weekly  premium  plan. 

1  think  the  name  was  adopted  by  this  company  when  it  began  the  business 
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in  1879  of  weekly  premium  insurance  and  its  act  in  so  doing  was  recognized 
by  the  Legislature  of  the  State  of  New  York  in  amending  the  charter  of  the 
company  by  providing  for  a  separation  of  the  accounts  between  the  ordinary 
department  and  the  industrial  department.  This  seemed  to  give  legislative 
sanction  for  the  name  industrial  insurance  for  weekly  payment  insurance. 

Very  truly  yours, 

Haley  Fiske,  Vice-President.” 

SUB.  A  7.  LOANS  ON  POLICIES 

Interest  in  Advance  on  a  Loan  Made  on  a  New  York  Standard 

Life  Insurance  Policy 

Extract  from  letter  dated  March  31,  1908,  from  the  Superintendent  to 

Mr.  Robert  K.  Orr. 

“  You  ask : 

4  Will  you  please  advise  me  whether,  under  the  New  York  Standard  Policy, 
a  company  can  charge  or  collect  interest  in  advance  on  a  policy  loan  ?  ’ 

The  clause  relating  to  loans,  which  is  contained  in  the  New 
York  standard  life  insurance  policy  forms,  is  as  follows: 

‘Loans. —  The  company  at  any  time  will  advance  upon  the  sole  security  of 
this  policy,  at  a  rate  of  interest  not  greater  than  *  *  *  per  centum  per 

annum,  a  sum  not  exceeding  the  amount  specified  in  the  table  of  loan  values 
herein  set  forth,  deducting  therefrom  all  other  indebtedness  hereon  to  the 
company.  Failure  to  repay  any  such  advance  or  interest  shall  not  void  this 
policy  unless  the  total  indebtedness  hereon  to  the  company  shall  equal  or 
exceed  the  aggregate  of  all  unpaid  dividends  and  accumulations  and  of 
*  *  *  per  centum  (not  less  than  eighty  per  centum)  of  the  net  value  of 

the  policy  and  all  additions  thereto  and  thirty  days’  notice  shall  have  been 
given  by  the  company.’ 

I  am  of  the  opinion  that  this  clause  does  not  permit  a  life 
insurance  company  to  charge  or  collect  interest  in  advance  on  a 
loan  made  on  a  New  York  standard  life  insurance  policy.” 

SUB.  A  10.  TABLE  OF  LOAN  AND  SURRENDER  VALUES 

Options  on  Surrender  and  Lapse 

Extract  from  letter  dated  October  30,  1906,  from  the  Superintendent  to  The 

Equitable  Life  Assurance  Society. 

“Your  favor  of  the  27th  inst.,  relating  to  options  (a)  and  (b) 
on  surrender  or  lapse  in  the  New  York  standard  life  insurance 
policies,  is  received. 

You  call  my  attention  to  the  fact  that  in  the  Table  of  Loan 
and  Surrender  Values,  beginning  at  line  60  of  the  ordinary  life 
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policy,  the  values  are  not  given  in  the  order  in  which  they  are 
referred  to  in  lines  50  and  51. 

The  forms  as  promulgated  are  standard  only  as  to  their  con¬ 
tents  and  wording.  There  is  no  objection  to  a  transposition  of 
the  columns  headed  ‘  Paid-up  insurance  ’  and  ‘  Continued  insur¬ 
ance  ’  in  the  table  mentioned.” 

Change  in  Table  of  Loan  and  Surrender  Values 

Extract  from  letter  dated  November  9,  1906,  from  the  Superintendent  to 

The  Mutual  Life  Insurance  Company. 

u  Your  favor  of  the  8th  inst.,  in  further  reference  to  the 
change  of  heading  of  the  first  column  of  the  Table  of  Loan  and 
Surrender  Values  in  the  Yew  York  standard  life  insurance  policy, 
is  received. 

You  state  that  ‘  It  seems  very  clear  that  the  provisions  of 
the  Insurance  Law  as  to  options  on  surrender,  and  the  provisions 
of  the  contract  made  in  harmony  with  the  statute,  are  control¬ 
ling,  irrespective  of  the  heading  in  the  table.’  This  is  undoubt¬ 
edly  so.  But  it  was  felt  that  the  original  heading  of  the  first 
column  of  the  Table  of  Loans,  etc.,  was  misleading  and  would 
lead  to  disputes.  In  order  to  provide  for  those  companies  desir¬ 
ing  to  make  loans  prior  to  the  expiration  of  the  third  year,  space 
was  left  in  the  table  for  the  additional  loan  values. 

I  am  of  the  opinion  that  under  the  circumstances  the  change 
proposed  is  not  a  necessary  one  and  that  further  I  have  no 
authority  now  to  amend  the  policy  forms  promulgated  on  October 
1,  1906.” 

Endorsement  on  Policy  Concerning  Table  of  Loan  and  Surrender 

Values 

Extract  from  letter  dated  November  15,  1906,  from  the  Superintendent  to 

The  Mutual  Life  Insurance  Company. 

“  Your  favor  of  the  14th  inst.  in  further  reference  to  the 
‘Table  of  Loan  and  Surrender  Values’  in  the  standard  life  in¬ 
surance  policy,  is  received. 

You  write: 

‘I  propose  to  meet  this  situation  by  advising  the  company  that  there  is 
nothing  to  prevent  them  from  stamping  upon  a  policy  issued  in  New  York 
a  statement  to  this  effect  under  the  Table: 
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4  T he  company  will  make  loans  after  payment  of  annual  premiums  for  the 
number  of  years  indicated.’ 

This,  of  course,  1  take  to  be  a  substantial  compliance  with  your  ruling  on 
the  subject.’ 

The  proposed  endorsement,  in  my  opinion,  would  be  a  sub¬ 
stantial  compliance  with  the  ruling  on  the  subject.” 

Loan  Clause  in  Standard  Policy  Forms 

Extract  from  letter  dated  March  19,  1907,  from  the  Superintendent  to  New 

York  Life  Insurance  Company. 

“  You  state : 

‘  If  it  meets  with  your  approval,  we  should  like  to  add  a  clause  by  means 
of  a  rubber  stamp,  or  by  printing,  on  the  second  page  of  the  policy,  as  follows: 
"The  ‘loan  value’  stated  in  the  above  table  opposite  any  year  may  be  bor¬ 
rowed  at  any  time  during  that  year,  if  premiums  have  been  paid  in  full  to 
the  end  of  such  year.”  In  order  that  you  may  see  just  how  the  clause  would 
appear  on  the  policy,  I  am  enclosing  a  form  herewith  on  which  we  have 
written  the  endorsement  modifying  the  loan  column.’ 

The  use  of  the  clause  stamped  on  the  form  enclosed  in  your 
letter  has  my  approval.” 

Cash  Surrender  Values  May  Be  Included  in  Policy  Contracts 

(See  letter  dated  July  9,  1906,  from  the  Superintendent  to 
Metropolitan  Life  Insurance  Company,  §  88,  sub.  9.) 

Surrender  Values  Prescribed  in  Law  are  Minimum  Values  and 

Larger  Values  May  be  Allowed 

(See  letter  dated  July  26,  1906,  from  the  Superintendent  to 
The  Washington  Life  Insurance  Company,  §  88,  sub.  9.) 

Standard  Policy  May  Contain  Table  of  Cash  Surrender  Values 

Extract  from  letter  dated  December  26,  1906,  from  Superintendent  to  the 

Equitable  Life  Assurance  Society. 

“  You  ask : 

*  Is  the  Society  justified  in  adding  to  the  surrender  value  table  in  the 
standard  policy  a  column  giving  the  figures  of  the  cash  surrender  value;  or, 
instead  of  that,  are  we  justified  in  printing  under  the  table,  or  in  some  other 
convenient  place  in  the  policy,  a  paragraph  to  the  ellect  that  the  cash  sui- 
render  value  is  equal  to  the  loan  value  with  5  per  cent  added  ! 

In  reply  would  state  that  there  is  no  legal  objection  to  the 
employment  by  you  of  either  of  the  methods  mentioned. 


§  101  (old)  Extracts  from  Rulings  and  Opinions  041 

SUB.  A  11-b.  MODES  OF  SETTLEMENT;  INSTALLMENTS 

Additional  Installment  Options 

Extract  from  letter  dated  April  28,  1909,  from  the  Superintendent  to  the 

Metropolitan  Life  Insurance  Company. 

“  From  your  favor  of  the  26th  inst.  I  quote  as  follows: 

‘  In  accordance  with  the  terms  of  the  standard  policy  form  provided  by  the 
statute,  section  101  of  Article  II  of  the  General  Insurance  Law,  one  of  the 
modes  of  settlement  is: 

(2)  By  the  payment  of  equal  annual  installments  for  a  specified  number 
of  years,  the  first  installment  being  payable  immediately,  in  accordance  with 
the  following  table,  for  each  one  thousand  dollars  of  said  total  sum. 

In  the  opinion  of  the  Department,  would  it  be  inconsistent  with  any  of 
the  provisions  of  the  Insurance  Law  that  settlements  be  made  by  installments 
payable  every  three  months  instead  of  annually?  ’ 

I  am  of  the  opinion  that  equivalent  quarterly  installments  may 
be  paid  to  the  beneficiary  instead  of  the  annual  installments  men¬ 
tioned  in  the  option,  provided  that  a  clause,  giving  to  ‘  the  in¬ 
sured  or  the  owner  or  the  beneficiary  after  the  insured’s  death  ’ 
the  right  to  elect  such  payment,  be  1  indorsed  upon  or  attached 
to  the  policy  when  issued.’  ” 

SUB.  D  7.  PRIVILEGE  OF  RENEWAL  IN  TERM  POLICY 

Options  in  Standard  Term  Policy 

Extract  from  letter  dated  October  31,  1907,  from  Superintendent  to  Home 

Life  Insurance  Company. 

“  In  your  favor  of  the  30th  inst.  just  received  you  write  as 
follows : 

‘The  standard  term  policy,  on  lines  42  and  43,  reads  as  follows:  The  policy 
may  here  provide,  at  the  option  of  the  company,  for  its  renewal  or  for  the 
privilege  of  change  to  other  forms  of  policies,  etc.  Will  you  kindly  give  us 
a  ruling  as  to  whether  the  words  ‘  may  here  provide  at  the  option  of  the  com¬ 
pany  ’  can  be  applied  both  to  the  ‘privilege  of  renewal  ’  clause  and  the  ‘priv¬ 
ilege  of  change’  clause,  thus  enabling  a  company  to  write  a  term  policy 
without  giving  either  privilege.’ 

In  my  opinion  the  words  ‘  may  here  provide  at  the  option 
of  the  company,’  do  apply  both  to  the  1  privilege  of  renewal  ’ 
clause  and  the  ‘  privilege  of  change  ’  clause,  making  the  inclusion 
of  either  or  both  of  these  clauses  optional  with  the  company.” 
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SUB.  D  13.  MODES  OF  SETTLEMENT  —  TERM  POLICY 

Form  of  Endorsement  for  Optional  Decreasing  Insurance ,  and 

Payment  of  Proceeds  in  Installments 

Extract  from  letter  dated  September  30,  1908,  from  the  Superintendent  to 

The  Mutual  Life  Insurance  Company. 

“  Your  favor  of  the  28th  inst.,  enclosing  a  copy  of  a  yearly 
renewable  term  policy  with  a  proposed  form  of  endorsement 
thereon,  has  been  received. 

You  state  that:  ‘  We  propose  to  issue  such  policies  so  as  to 
provide  a  fund  for  the  education  of  children  in  the  event  of  the 
parent  dying  before  the  child  has  finished  his  education/  and  the 
form  of  endorsement  proposed  reads  as  follows: 

‘  Mode  of  Settlement  and  Sum  Insured. —  The  insured  has  elected, 

with . reservation  of  right  to  revoke  such  election,  (a)  that, 

upon  receipt  at  the  home  office  of  the  company  in  the  City  of  New  York  of 
due  proof  of  the  death  of  the  insured,  the  sum  insured  shall  be  applied  to 
the  purchase  of  a  supplementary  non-participating  contract,  which  shall  pro¬ 
vide  for  the  payment  of  equal  annual  installments,  the  first  installment  being 
payable  immediately,  for  the  number  of  years  stated  in  column  (2)  of  the 
table  below  opposite  the  year  in  which  death  occurs;  and  (b)  that,  in  lieu 
of  the  above  ‘  Privilege  of  Renewal  ’  for  the  full  amount,  this  policy  may  be 
renewed  at  each  policy  anniversary  for  the  reduced  amount  of  insurance  shown 
hereunder  in  column  (3)  for  the  corresponding  policy-year,  by  payment  of 
the  premium  shown  hereunder,  on  the  annual  basis,  in  column  (4)  opposite 
the  corresponding  amount  of  insurance,  on  condition  that  when  the  amount 
of  insurance  has  at  any  time  been  so  reduced,  it  cannot  again  be  increased 
by  reinstatement  of  any  part  terminated.  If  the  net  amount  payable  at  the 
death  of  the  insured  in  any  policy-year  shall  be  the  amount  of  insurance 
shown  in  the  table  hereunder  for  such  policy-year,  the  amount  of  each  annual 

installment  will  be  $ . .  and  if  such  net  amount  be  more  or  less  than 

said  amount  of  insurance,  the  amount  of  each  installment  will  be  increased 
or  decreased  in  proportion. 


(1) 

(2) 

(3) 

(4) 

Policy  Year 

Number  of 

Amount  of 

Annual 

Annual  Install- 

Insurance 

Premium 

ments  Payable 
if  Death  Occurs 

1st .  $ .  $ 


.  $ . 

.  $ . 

Countersigned . 

The  use  of  this  form  of  endorsement  for  the  purpose  set  forth 
above  has  my  approval.” 
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SUB.  0.  STANDARD  FORMS  PROMULGATED 

Minor  Changes  in  MaJce-up  of  Policies 

Extract  from  letter  dated  October  17,  1906,  from  the  Superintendent  to  the 
Secretary  of  the  Committee  of  New  York  Actuaries. 

“  The  forms  as  promulgated  are  standard  only  as  to  their  con¬ 
tents  and  wording.  As  printed  by  the  companies  there  will  un¬ 
doubtedly  be  some  minor  changes  in  make-up ;  I  would,  however, 
strongly  advise  the  retention  of  line  numbers,  even  though  there 
might  not  be  exact  agreement  in  lines  and  numbers  in  any  one 
contract  as  printed  by  the  different  companies.” 

SUB.  P.  PROPOSED  FORMS  OF  POLICIES 

Additional  Standard  Forms  of  Policies 

Extract  from  letter  dated  November  16,  1906,  from  the  Superintendent  to 

Metropolitan  Life  Insurance  Company. 

“  Upon  proper  consideration  of  the  matter,  I  have  determined 
not  to  approve  policy  contracts  which  are  simply  variants  of  those 
regular  forms  of  policies  which  have  hitherto  been  issued  by  all 
companies.  You  will  of  course  understand  that  I  do  not  refer  to 
the  changes  necessary  to  make  a  participating  contract  a  non-par¬ 
ticipating  one. 

It  was  the  intent  of  the  legislation  of  the  last  session  to  do 
away  with  the  needless  multiplication  of  policy  forms  by  pro¬ 
hibiting  the  issuance,  on  and  after  January  1st  next,  of  other 
than  certain  standard  forms. 

While  I  recognize  the  fact  that  the  four  styles  of  policy 
forms  set  forth  in  section  101  of  the  Insurance  Law  will  not 
cover  all  the  legitimate  demands  of  the  insuring  public,  and  am 
ready  to  consider  such  forms  as  are  needed  to  meet  this  demand, 
I  am  of  the  opinion  that  other  and  special  forms  should  be  passed 
upon  by  the  Legislature  at  its  next  session.” 

Policies  with  Return  Premium  Features 

Extract  from  letter  dated  April  17,  1907,  from  the  Superintendent  to  The 

Life  Association  of  America. 

“  Your  favor  of  the  16th  inst.,  enclosing  rate-book  and  five 
sample  policies,  is  received. 

I  note  that  in  one  of  the  standard  forms,  that  for  ordinary 
life  insurance,  you  have  written  in  a  table  of  ‘  Guaranteed 
mortuary  dividends.’ 
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At  the  hearing  held  in  Yew  York  City  on  December  27th 
last,  policies  containing  return  premium  features  were  presented 
and  were  not  approved,  these  features  beAng  considered  mislead¬ 
ing  and  deceptive. 

I  am  of  the  opinion  that  your  company  cannot  lawfully 
issue  or  deliver  within  this  or  any  other  State  the  form  of  policy 
referred  to  above.” 

Proposed,  Change  in  Pure  Endowment  Form  of  Policy 

Extract  from  letter  dated  August  7,  1907,  from  the  Superintendent  to  The 

Equitable  Life  Assurance  Society. 

“  You  write: 

*  We  have  recently  received  a  request  for  a  pure  endowment  to  be  issued 
upon  the  life  of  a  minor,  the  premiums  under  the  policy  to  be  paid  by  the 
child’s  mother,  who  desires  that  in  the  event  of  the  death  of  the  child  the 
premiums  paid  shall  be  returned  to  her.  We  are  blocked  in  the  writing  of 
the  form  by  the  words  ‘  legal  representatives  or  assigns  of  the  insured.’  We 
shall  be  glad  to  have  you  advise  us  whether  in  cases  of  this  kind  the  Society 
is  not  justified  in  inserting  the  name  of  the  person  to  whom  the  premiums 
are  to  be  returned  in  lieu  of  the  phrase  legal  representatives  or  assigns .’ 

I  am  of  the  opinion  that  the  change  suggested  is  unnecessary 
and  unallowable.” 

Restricting  Payments  Under  Annuity  Contracts 

Extract  from  letter  dated  September  16,  1907,  from  the  Superintendent  to 

Home  Life  Insurance  Company. 

“  Your  favor  of  the  13th  inst,  relating  to  an  annuity  which  a 
father  purposes  to  purchase  for  the  benefit  of  a  son,  was  received 

bv  due  course  of  mail.  You  state: 

*/ 

«> 

‘  The  circumstances  are  such  that  the  father  wishes  to  absolutely  preclude 
any  possibility  of  the  son  selling  or  hypothecating  all  or  any  part  of  the 
annuity  and  he  wishes  an  additional  clause  to  be  inserted  in  the  policy  con¬ 
tract  in  order  to  prevent  any  such  disposition  of  the  proceeds.’ 

As  such  ‘additional  clause’  you  submit  the  following: 

‘  It  is  further  agreed  that  no  payment  or  payments  to  become  due  under 
this  policy  shall  be  made  prior  to  the  date  or  dates  on  which  such  payment 
or  payments  would  become  due,  that  no  loan  shall  be  made  on  the  security 
of  this  policy  nor  shall  the  policy  be  purchased  by  or  assigned  to  the  said 
company  at  any  time  hereafter  and  that  no  assignment  of  any  benefit  or 
benefits  under  the  policy  shall  be  recognized  by  the  said  company.’ 

I  am  of  the  opinion  that  there  is  no  legal  objection  to  the 
use  of  this  clause  for  the  purpose  and  in  the  manner  referred  to 
above.” 
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Reinsurance  Policies ,  Standard  Form  Required 

(See  letter  dated  February  23,  1909,  from  the  Attorney-Gen¬ 
eral  to  the  Superintendent  of  Insurance,  §  22,  last  paragraph.) 

SUB.  R.  APPROVAL  OF  ADDITIONAL  FORMS 

Endorsement  for  Standard  Policies  to  Cover  Case  of  Preliminary 

Term  Insurance 

Extract  from  letter  dated  August  12,  1907,  from  the  Superintendent  to  Home 

Life  Insurance  Company. 

“  I  am  of  the  opinion  that  the  endorsement,  modified  as  shown 
by  the  copy  enclosed  herewith,  may  he  used  ‘  where  the  applicant 
states  that  it  is  not  convenient  for  him  to  pay  the  full  annual 
premium  required  by  the  terms  of  the  policy  at  the  time  of  year 
at  which  application  is  made/ 

In  consideration  of  the  payment,  upon  delivery  of  this  policy  previous  to 

the . day  of . ,  19..,  of . dollars  and . 

cents,  being  the  charge  for  term  insurance  to  said  date,  the . 

Company  hereby  agrees,  in  case  of  the  death  of  the  insured  previous  to  the 
said  date  to  pay  the  sum  assured,  subject  to  the  conditions  herein  expressed. 

On  payment  of  the  premium  due  on  the . day  of . ,  19.  ., 

all  benefits,  privileges  and  conditions  whatsoever,  herein  expressed,  shall  be 
of  the  same  force  and  effect  as  if  the  policy  had  been  originally  issued  on 
that  date. 


Pro  Rata,  Premiums  for  a  Portion  of  the  Year 

Extract  from  a  letter  dated  March  10,  1909,  from  the  Superintendent  to  the 

Manhattan  Life  Insurance  Company. 

“  Your  favor  of  the  6th  inst.  enclosing  a  Yew  York  standard 
life  insurance  policy,  ordinary  life,  ‘  arranged  for  this  (pro¬ 
posed)  pro  rata  rate/  has  been  received.  You  write: 

‘  Under  date  of  August  12th,  1907,  in  a  letter  addressed  to  the  Home  Life 
Insurance  Company,  your  predecessor  approved  of  an  endorsement  to  cover 
preliminary  term  insurance  in  case  it  was  desired  to  have  the  annual  premium 
come  due  at  a  time  of  the  year  when  the  insured  would  be  in  funds.  The 
only  objection  to  the  preliminary  term  insurance  is  that  it  very  often  changes 
the  age  of  the  insured,  and  we  occasionally  have  a  man  who  prefers  to  pay 
a  pro  rata  rate,  say  from  March  10  to  .September  15th,  instead  of  paying  a 
term  rate.’ 

I  am  of  the  opinion  that,  under  the  circumstances,  the  change 
proposed  is  not  a  necessary  one  and  that  further  I  have  no  au¬ 
thority  now  to  amend  the  policy  forms  promulgated  on  October 
1,  1906/’ 
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Policy  Forms  Approved  only  upon  Notice  to  Companies 

See  §  88,  sub.  18. 

SUB.  W.  FORMS  FOR  DELIVERY  IN  OTHER  STATES 

Forms  of  Policies  Issued  by  Domestic  Life  Insu/rance  Corpora¬ 
tions  for  Delivery  in  Other  States  or  Foreign  Countries 

Extract  from  letter  dated  March  12,  1907,  from  the  Superintendent  to 

Mr.  Harry  D.  Williams. 

“  Your  favor  of  the  5th  inst.,  relating  to  section  37  of  chapter 
326  of  the  Laws  of  1906,  being  section  101  of  the  Insurance  Law, 
as  amended,  was  received  by  due  course  of  mail. 

This  section  provides  for  1  four  standard  forms  of  policies,  to 
wit:  (1)  An  ordinary  life  policy,  (2)  a  limited  payment  life 
policy,  (3)  an  endowment  policy,  and  (4)  a  term  policy.,  Pro¬ 
vision  is  made  for  the  alteration  or  amendment  of  these  forms 
of  policies  ‘  by  the  direction  of  the  Superintendent  of  Insurance 
at  any  time  prior  to  the  first  day  of  October,  nineteen  hundred 
and  six/  etc. 

Provision  is  also  made  for  other  forms  of  policies  desired  by 
domestic  life  insurance  corporations  for  issuance  or  delivery 
within  this  State;  requiring  them  to  be  presented  at  a  public 
hearing  and  to  be  approved  by  the  Superintendent  before  the  cor¬ 
porations  should  be  entitled  to  use  them  in  addition  to  the  forms 
prescribed  in  the  section. 

The  concluding  paragraph  of  the  section  is  as  follows : 

‘Anything  herein  contained  to  the  contrary  notwithstanding,  any  domestic 
life  insurance  corporation  may  issue  and  deliver  in  any  other  State,  or  in 
any  foreign  country,  or  may  issue  in  this  State  for  delivery  in  any  otheT 
State  or  any  foreign  country,  any  form  of  policy  not  inconsistent  with  any 
of  the  provisions  of  the  insurance  law.’ 

I  am  of  the  opinion  that  this  last  paragraph  will  not  permit 
any  domestic  life  insurance  corporation  to  issue  in  this  State  for 
delivery  in  any  other  State  or  any  foreign  country,  any  form  of 
policy  which  by  any  amendment,  alteration,  provision  or  omission, 
materially  changes  any  form  of  policy  approved  or  promulgated 
by  the  Superintendent  as  provided  for;  nor  will  it  permit  the 
issuance  by  such  a  corporation  for  delivery  within  or  without  this 
State  of  any  form  of  policy  the  use  of  which  is  restricted  to  this 
corporation  or  others  licensed  by  it,  under  the  provisions  of  the 
Copyright  Law.” 
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Forms  for  Delivery  in  any  Other  State ,  or  in  Foreign  Country 

Extract  from  letter  dated  October  21,  1907,  from  the  Attorney-General  to  the 

Superintendent  of  Insurance. 

“  I  am  inclined  to  the  view  that  the  statute  should  be  construed 
as  though  it  provided  that  domestic  life  insurance  companies 
could  only  issue  and  deliver  in  this  State  the  standard  forms  of 
policy,  but  that  they  might  issue  in  this  State  and  deliver  in 
any  other  State  a  variation  or  modification  of  the  standard  form 
approved  by  the  Superintendent  of  Insurance,  provided,  of  course, 
that  such  change  or  modification  should  not  be  inconsistent  with 
the  provisions  of  the  statute.  A  different  construction  might 
well  lead  to  preventing  our  domestic  insurance  corporations  from 
doing  business  in  other  States  of  the  Union,  which  could  not  have 
been  within  the  legislative  intent.” 

Idem 

Extract  from  letter  dated  November  6,  1907,  from  Superintendent  to  Home 

Life  Insurance  Company. 

“  I  am  of  the  opinion  that  this  (the  last  clause  of  section  101 
of  the  Insurance  Law),  does  not  require  forms  of  policies  issued 
by  any  domestic  life  insurance  corporation  ‘  for  delivery  in  any 
other  State  or  any  foreign  country  ’  to  be  submitted  to  nor  ap¬ 
proved  by  the  Superintendent  of  Insurance.” 

Section  101  (New)  —  Standard  Provisions 

Forma  to  be  Filed  and  Approved 

Revised  Rules  for  the  Submission  of  Policy  Farms  Under  New 

Section  101 

Letter  dated  July  15,  1913,  from  the  Superintendent  to  all  Life  Insurance  Com¬ 
panies  authorized  to  make  insurance  within  this  State  under  subdivision 
1  of  section  70  of  the  Insurance  Law. 

“  Chapter  301,  Laws  of  1909,  new  section  101  of  the  Insurance 
Law,  became  a  law  on  the  7th  day  of  May,  1909,  and  on  the  28th 
day  of  May  of  that  year  a  circular  letter  containing  rules  for  the 
submission  of  policy  forms  under  that  section  was  sent  to  all  life 
insurance  companies  then  doing  business  within  the  State  of  Hew 
York.  Several  hundred  different  forms  of  policies  of  life  insur- 
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ance  have  been  filed  under  the  requirements  of  that  law,  and  the 
experience  of  the  past  four  years  in  examining  those  forms  has 
shown  that  the  rules  contained  in  the  circular  letter  of  May  28, 
1909,  do  not  cover  all  the  points  which  must  be  considered  in 
passing  upon  the  sufficiency  of  policy  forms.  It  has,  therefore, 
been  found  necessary  from  time  to  time  to  make  supplemental 
rules  covering  the  submission  of  policy  forms,  and  the  following 
is  a  revision  of  the  rules  for  the  submission  of  policy  forms  under 
said  new  section  101.  These  revised  rules  should  he  followed  in 
the  preparation  of  policy  forms  to  be  submitted  on  and  after 
July  21,  1913. 

1.  Preliminary  filing.  A  company  should  file  two  fair  printer’s  proof  copies 
of  any  new  policy  form  for  preliminary  examination,  in  order  that  the  form 
may  be  given  due  consideration  and  any  defects  therein  pointed  out  and  cor¬ 
rected  before  it  is  printed  for  formal  submission  and  filing. 

2.  Formal  filing.  When  a  policy  form  has  been  drafted,  completed  and 
printed  in  accordance  with  the  requirements  of  the  statute  and  of  these  rules, 
it  should  be  submitted  in  triplicate,  accompanied  by  three  (3)  copies  of  the 
application,  and  the  same  number  of  copies  of  any  other  supplementary  forms 
which  will  be  necessary  parts  of  the  insurance  contract. 

3.  Forms  to  be  filled  out.  Each  policy  form,  application  blank  and  supple¬ 
mental  form  when  thus  submitted  for  formal  approval,  must  be  filled  out  com¬ 
plete,  with  fictitious  names  and  hypothetical  data  appropriate  to  the  partic¬ 
ular  form,  so  that  there  will  be  no  blank  spaces.  In  ordinary  cases  it  is  sug¬ 
gested  that  forms  be  filled  out  as  of  age  35,  but  in  the  case  of  sub-standard 
or  rated-up  ages  forms  may  be  filled  out  as  of  age  30  or  35,  and  rated  up  to 
the  age  required. 

4.  Form  number.  Each  form  of  policy  submitted  to  the  Department  for 
approval  must  be  designated  by  a  form  number  printed  at  the  lower  left-hand 
corner  of  the  first  page  thereof.  The  form  number  alone  should  be  sufficient 
to  identify  the  form  and  all  its  printed  contents,  without  reference  to  the  date 
of  the  edition  or  date  of  printing. 

5.  Descriptive  matter.  A  brief  description  of  the  true  nature  of  the  policy 
should  be  printed  on  the  first  page,  and  preferably  at  the  foot  of  the  page. 

6.  Reserve  basis.  The  reserve  basis,  mortality  table  and  rate  of  interest, 
must  be  stated  in  the  policy.  Usually  the  reserve  basis  should  be  set  forth 
in  connection  with  the  non-forfeiture  values. 

7.  Surrender  charge.  The  amount  of  the  surrender  charge,  if  any,  must  be 
stated  in  the  policy.  It  is  sufficient  to  state  the  maximum  amount  of  the 
surrender  charge,  naming  the  policy  year,  with  the  further  statement  that 
such  surrender  charge  will  decrease  until  a  certain  policy  year,  naming  it, 
after  which  there  will  be  no  surrender  charge. 

8.  Photographic  copies  of  application.  If  it  is  the  practice  of  a  company 
to  attach  to  a  policy  a  photographic  reproduction  of  the  application  upon 
which  it  is  issued,  the  company  may  attach  to  each  copy  of  a  policy  form 
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such  photographic  copy  of  the  application,  filled  out  with  data  appropriate  to 
the  form,  both  Part  I  and  Part  II,  and  reproduced  full  size. 

9.  Purpose  of  form.  A  company  is  requested  to  state,  when  submitting  a 
new  policy  form,  whether  it  is  intended  to  supersede  some  form  theretofore 
approved,  and  if  so,  the  form  number  of  the  form  to  be  superseded. 

Indorsement  Forms 

10.  Indorsement  stamps.  Forms  of  indorsements  for  formal  approval 
should  be  submitted  by  means  of  triplicate  impressions  of  a  rubber  stamp. 
A  typewritten  draft  of  a  proposed  form  of  indorsement  may  be  submitted  for 
examination  preliminary  to  the  preparation  of  the  rubber  stamp.  The  rub¬ 
ber  stamp  should  bear  a  form  number  at  the  lower  left-hand  corner;  it  should 
provide  a  line  for  the  date  of  execution,  and  it  should  show  that  the  indorse¬ 
ment  is  to  be  executed  in  the  name  of  the  company  by  one  or  more  of  its  exec¬ 
utive  officers,  and  their  fac-simile  signatures  should  appear  on  the  stamp.  The 
blanks  in  the  impressions  of  an  indorsement  stamp  should  be  filled  out  in  the 
same  manner  as  policy  forms  and  supplementary  forms. 

11.  Blank  indorsement  forms  printed  on  policy.  Certain  indorsement  forms 
that  are  frequently  used  on  life  policies  may  very  well  be  printed  on  the  back 
of  a  policy  form,  ready  to  be  filled  in  and  executed  at  any  time  as  occasion 
may  arise.  Such,  for  example,  are  indorsements  for  changing  the  beneficiary; 
changing  the  time  of  premium  payments;  or  changing  mode  of  payment  of 
proceeds  of  policy.  Each  such  blank  indorsement  form  must  be  designated  by 
an  appropriate  form  number,  printed  at  the  lower  left-hand  corner  of  the  form. 

Rider  F orms. 

12.  Rider  forms  printed.  Rider  forms,  such,  for  instance  as  those  for  re¬ 
moving  policy  restrictions  as  to  residence,  or  military  or  naval  service,  or  for 
reinstatement  after  lapse,  should  be  printed  and  submitted  in  triplicate,  with 
all  blanks  filled  in  with  hypothetical  data  appropriate  to  the  case.  Each  such 
rider  form  must  be  designated  by  a  suitable  form  number,  printed  at  the  lower 
left-hand  corner  of  the  form;  it  should  provide  a  line  for  the  date  of  execu¬ 
tion,  and  it  should  show  that  it  is  to  be  executed  in  the  name  of  the  companv 
by  one  or  more  of  its  executive  officers,  and  their  fac-simile  signatures  should 
be  printed  in  the  rider. 

For  further  information  in  regard  to  the  provisions  in  policy 
contracts,  whether  required  or  forbidden  by  law,  companies  are 
referred  to  the  several  rulings  contained  in  Department  Report 
for  1913,  Part  V,  under  sections  58,  60,  88,  89,  92  and  new  101.” 

Forms  of  Contracts  Based  Upon  Persistence ,  or  Cessation  of  a 
Human  Life  or  Lives  Must  be  Filed  with  and  Approved  by 
Superintendent 

Extract  from  letter  dated  July  20,  1909,  from  the  Superintendent  to  The 

National  Life  Insurance  Company. 

“  Replying  to  your  inquiry  of  the  16th  inst.,  I  would  advise 
you  that  in  order  fully  to  comply  with  the  requirements  of  sec- 
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tion  101  of  the  Insurance  Law  as  to  the  filing  of  forms  of  policies 
to  be  delivered  in  this  State  on  and  after  January  1,  1910,  it 
will  he  necessary  for  you  to  file  copies  of  all  contracts  based  upon 
the  persistence  or  the  extinction  of  a  human  life  or  lives,  which 
you  intend  to  issue  for  such  delivery.” 

Policy  Form  Approved  for  One  Company  Must  be  Re-submitted 

Before  Being  Used  by  Another 

Extract  from  letter  dated  July  6,  1909,  from  the  Superintendent  to  the  Union 

Life  Insurance  Company. 

“  I  would  advise  you  that  a  policy  form  that  has  been  approved 
for  one  company  may  be  used  by  another  without  re-submission 
for  approval.  However,  copies  of  all  forms,  including  the  present 
standard  forms,  wdiich  it  is  intended  to  issue  or  deliver  in  this 
State  on  and  after  January  1,  1910,  should  be  furnished  for 
approval  or  filing  in  accordance  with  the  instructions  contained  in 
my  letter  dated  May  28,  1909.” 

Forms  of  Policies  for  Delivery  in  this  State  on  and  after  Jan.  1, 

1910,  Must  be  Filed  and  Approved 

Extract  from  letter  dated  July  27,  1909,  from  the  Superintendent  to  the 

Postal  Life  Insurance  Company. 

“  I  am  of  the  opinion  that  each  life  insurance  corporation, 
authorized  to  transact  business  in  this  State,  must  file  for  approval 
copies  of  every  form  of  policy  contract  which  it  purposes  to  issue 
or  deliver  in  the  State  on  and  after  January  1,  1910.” 

(See  rules  concerning  forms  of  policies;  also  §  88,  sub.  18.) 

Forms  of  Life  or  Endowment  Insurance  and  Application  Blanks 
for  Delivery  after  Jan.  1,  1910,  and  All  Advertising  Literature, 
Should  Conform  to  Present  Law 

Ruling  of  August  3,  1909. 

“  The  forms  of  policies  of  life  or  endowment  insurance  for 
delivery  in  this  State  on  and  after  January  1,  1910,  and  forms 
of  the  application  blank  upon  which  such  policies  are  to  be  issued, 
should  be  drawn  in  accordance  with  the  provisions  of  new  section 
101  of  the  Insurance  Law  and  with  due  regard  to  the  other  pro- 
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visions  of  the  Insurance  Law  of  the  State  of  New  York,  which 
are  intended  to  protect  the  interests  of  policyholders. 

All  advertising  literature  should  be  prepared  with  reference  to 
the  present  state  of  the  law  of  insurance  in  this  State ;  if  com¬ 
parisons  of  rates,  cost  and  results  be  made,  such  comparisons 
should  be  fair  and  just;  non-participating  rates  and  results  should 
be  compared  with  non-participating  rates  and  results  in  other 
companies,  and  illustrations  should  be  drawn  from  settlements 
made  at  a  comparatively  recent  date  and  under  present  condi¬ 
tions.” 

Form  Containing  Standard  Provisions  Required  for  All  Policies 
Issued  in  the  State  of  New  York  Wherever  Delivered 

Ruling  of  April  10,  1912. 

“  In  my  opinion  the  use  of  the  word  ‘  or  ’  in  the  phrase  ‘  issued 
or  delivered  in  this  State  ’  as  those  words  appear  in  section  101  of 
the  Insurance  Law,  prescribes  the  use  of  the  standard  form  of  life 
policy  by  domestic  corporations,  not  only  in  cases  where  the  policy 
is  issued  and  delivered  in  this  State,  but  also  in  cases  where  the 
policy  is  issued  in  this  State  and  delivered  elsewhere.  The  situa¬ 
tion  would  be  different  if  the  Legislature  had  employed  the  word 
‘  and  ’  instead  of  the  word  ‘  or  ’  in  the  phrase  above  set  forth. 
There  is  no  question  in  my  mind  but  that  the  issuing  of  a  policy, 
in  a  legal  sense,  occurs  at  the  home  office  of  the  company,  so  that 
the  law  as  it  stands  seems  to  prohibit  the  issuing  by  domestic  cor¬ 
porations  of  a  life  insurance  policy  which  does  not  conform  with 
the  standard  requirements,  no  matter  wdiere  that  policy  may  be 
delivered.’7 

Policy  Forms  and  Application  Blanks  Should  be  Submitted  in 

Triplicate 

Ruling  of  December  19,  1912. 

“  Policy  forms  should  be  submitted  in  triplicate,  completely 
filled  out  in  accordance  with  the  rules  contained  in  the  circular 
letter  of  May  28,  1909,  and  should  be  accompanied  in  each  case 
with  copies  of  the  application  blank  or  blanks,  also  filled  out  with 
hypothetical  data  such  as  would  be  satisfactory  to  the  company 
preliminary  to  the  issue  of  a  policy  thereon.” 
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Application  Blanks  Must  be  Completely  Filled  Out  and  Filed  in 

Triplicate 

Ruling  of  August  2,  1911. 

“  You  should  forward  to  me  three  copies  of  each  form,  filled  out 
iu  the  manner  customary  with  your  company.  You  may,  if  you 
wish,  select  any  form  of  application  and  medical  report  upon 
which  you  have  actually  issued  a  policy,  substituting  a  fictitious 
name  in  place  of  the  name  of  the  insured,  and  fill  out  the  two 
blanks  to  correspond  with  the  blanks  in  the  case  of  an  application 
upon  which  the  policy  has  actually  been  issued.7’ 

Form  Number  Must  be  Printed  at  Lower  Left  Hand  Corner  of 

First  Page  of  Policy 
Ruling  of  May  25,  1911. 

“  It  is  suggested  that  for  the  convenience  of  the  Department, 
the  number  of  the  policy  form  should  be  printed  at  the  lower  left 
hand  corner  of  the  first  page.'7 

Separate  Form  Number  for  Each  Policy  Form 

Ruling  of  January  2,  1912. 

“  Policy  forms  should  be  given  a  separate  and  distinct  number. 
The  form  number  should  be  sufficient  to  identify  the  form  and  its 
contents,  without  reference  to  the  date  of  the  edition  or  date  of 
printing." 

Place  for  Signatures  of  Officers  on  Policy  Forms 

Ruling  of  October  24,  1911. 

*  *  *  tt  You  may,  if  you  wish  to  do  so,  prepare  your  present 
edition  of  policy  forms  with  places  for  the  signatures  of  the 
executive  officers  at  the  foot  of  the  first  page,  with  the  statement 
immediately  above  the  authentication  clause  reciting  that  the 
policy  ‘  is  issued  and  accepted  subject  to  all  the  conditions,  benefits 
and  privileges  described  on  the  second  and  third  pages  hereof 
which  are  hereby  made  a  part  of  this  contract.7  77 

Pure  Endowments  are  to  be  Considered  as  Insurances 

Extract  from  letter  dated  July  20,  1909,  from  the  Superintendent  to  The 

Mutual  Life  Insurance  Company. 

“  You  state: 

‘  I  wish  to  ask  your  opinion  regarding  pure  endowment  contracts.  Section 
No.  101  mentions  only  life  and  endowment  insurance  policies.  *  *  *  Pure 
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endowments  are  not,  therefore,  covered  by  Section  No.  101  of  the  new  law. 
*  *  *  Section  No.  102  prohibits  life  insurance  companies  from  issuing 

both  participating  and  non-participating  policies.  *  *  *  We  desire  to 

issue  pure  endowments  next  year  at  smaller  rates  of  premiums  than  those 
now  charged,  but  on  the  non-participating  plan.  *  *  *  Will  you  kindly 

advise  me  whether  or  not  you  consider  that  the  pure  endowments  which  we 
issue  should  call  for  annual  dividends.’ 

I  would  advise  you  that  for  the  purposes  of  the  Insurance 
Law,  pure  endowments  are  to  be  considered  as  insurances.  See 
the  Insurance  Cyclopedia  by  Cornelius  Walford,  Vol.  1,  p.  207, 
‘  20.  Ins.  of  sums  of  money  by  ways  of  endowment.  (Endow¬ 
ments.)’  ” 

Standard  Provisions  Applicable  to  Children  s  Endowment  Policies 

Kuling  of  September  9,  1911. 

“  Of  the  provisions  mentioned  in  new  section  101,  it  seems  that 
in  a  child’s  endowment  policy  there  are  ordinarily  required  the 
first,  second,  third,  fifth  (if  participating),  sixth  and  tenth. 
Provision  fourth  is  not  usually  of  much  importance  under  such  a 
policy,  and  it  is  not  required,  unless  the  policy  is  to  mature  at  a 
certain  age  instead  of  maturing  in  a  certain  definite  number  of 
years,  as  is  the  usual  practice. 

If  the  policy  provides  for  the  return  of  premiums,  either  with 
or  without  interest,  in  the  event  of  the  child’s  death  before  the 
maturity  of  the  policy,  it  may  provide  loan  values  and  cash  sur¬ 
render  values,  and  in  that  case  provisions  seventh  and  eighth  apply 
to  such  a  policy.  But  such  provisions  should  not  ordinarily  be 
encouraged  unless  the  loan  or  cash  surrender  value  is  to  be  used 
for  the  purpose  of  educating  the  insured.” 

Shortening  of  Limitation  of  Claim  Period  in  Policy  Form 

Disapproved 
Ruling  of  November  9,  1909. 

“  Hew  section  101  provides  that: 

‘  On  and  after  January  1,  1910,  no  policy  of  life  or  endowment  insurance 
shall  be  issued  or  delivered  in  this  State  unless  and  until  a  copy  of  the  form 
thereof  has  been  tiled  with  the  Superintendent  of  Insurance  and  approved 
by  him.’ 

“  The  power  thus  given  to  me  to  approve  forms’ of  life  insur- 
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ance  policies  implies  the  power  to  disapprove  all  such  forms  as 
may  seem  to  me  unjust  to  the  policyholder,  or  which  unduly 
restrict  or  limit  the  right  to  enforce  the  same  against  the 
company.  Any  shortening  of  the  limitation  of  the  right  to  en¬ 
force  a  contract  of  life  insurance  when  it  shall  mature  as  a  death 
claim  to  a  period  less  than  the  ordinary  six  year  limitation  pro¬ 
vided  in  the  Code  of  Civil  Procedure  seems  to  me  unjust  to  the 
policyholder.  *  *  *  I  have  accordingly  suggested  to  the  few 

companies  whose  policies  contained  a  limitation  of  less  than  six 
(6)  years  that  they  should  either  make  the  limitation  six  years 
or  strike  the  provision  from  their  policies  and  they  cheerfully 
accepted  the  latter  suggestion  by  eliminating  from  their  policies 
all  references  to  any  limitation  concerning  the  filing  of  a  claim 
or  the  commencement  of  an  action  thereon.” 

Waiver  of  Right  to  Have  Medical  Examinations  Treated  as 

Confidential  not  Permissible 

Ruling  of  August  3,  1909. 

“  There  was  submitted  a  form  of  application  which  contained 
the  following: 

‘  I  hereby  agree  and  bind  myself  as  follows :  *  *  *  That  all  provisions 

of  law  forbidding  any  physician,  who  has  attended  or  who  shall  or  who  may 
hereafter  attend  me,  from  disclosing  any  and  all  information  which  he  ac¬ 
quired,  or  which  he  may  or  shall  acquire  by  such  attendance,  are  hereby 
expressly  waived.’ 

The  ruling  thereon  was : 

‘  This  conflicts  with  the  provisions  of  sections  834  and  836  of  the  New  York 
Code  of  Civil  Procedure  and  will  not  effect  the  purpose  which  it  contemplates. 
In  the  case  of  Holden  v.  The  Metropolitan  Life  Insurance  Co.,  165  N.  Y.  13, 
it  was  held  that  an  express  waiver  in  an  application  for  a  policy  of  life 
insurance  of  the  provisions  of  section  834  of  the  Code  of  Civil  Procedure, 
made  by  the  insured  after  the  amendment  in  1891  to  section  836,  providing 
that  such  waiver  could  be  made  only  upon  ‘  the  trial  or  examination  ’  by  his 
personal  representatives,  had  taken  effect,  is  ineffectual  to  permit  disclosures 
by  a  physician  of  information  which  he  acquired  in  attending  the  insured  in 
a  professional  capacity. 

It  seems  that  no  good  can  arise  from  the  inclusion  of  such  a  waiver  in 
the  application,  and  it  is  likely  that  it  would  result  in  much  needless 
litigation. 

The  application  blank  submitted  by  another  company  contained  substan¬ 
tially  the  same  provision  and  the  same  ruling  was  made  thereon.  The  latter 
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company  then  asked  for  a  reconsideration  of  the  matter  and  the  general 
counsel  of  the  company  stated  the  reasons  for  retaining  the  waiver  in  its 
application  blank,  saying  that:  ‘If  the  application  blank  were  to  be  used 
alone  in  the  State  of  New  York  it  would  be  a  practical  matter  to  omit  the 
part  of  it  waiving  the  provisions  of  law  forbidding  a  physician  from  dis¬ 
closing  information  acquired  in  his  professional  capacity,  but  the  provisions 
of  the  New  York  Law  are  not  generally  in  force  in  the  various  jurisdictions 
where  questions  are  likely  to  arise  on  the  point  covered  by  that  phase  of 
the  application,  *  *  *  and  this  being  a  useful  provision  in  the  appli¬ 
cation  blank  where  as  at  common  law  the  privilege  may  be  waived,  the  com¬ 
pany  has  inserted  a  waiver  in  the  application,  understanding,  of  course,  that 
it  can  only  be  used  where  the  laws  of  the  jurisdiction  recognize  such  waiver. 
Therefore,  while  you  are  quite  right  in  stating  that  the  waiver  will  not 
accomplish  the  purpose  intended  in  New  York,  it  will  accomplish  the  purpose 
intended  in  very  many  localities  and  so  is  adopted  as  a  general  form  of  the 
company.  Its  insertion  in  the  application  blank  can  do  no  harm  in  New 
York  even  if  it  does  not  do  any  good  there.’ 

The  ruling  thereon  was  that:  ‘In  view  of  the  provisions  of  sections  834 
and  836  of  the  New  York  Code  of  Civil  Procedure,  and  the  decision  of  the 
Court  of  Appeals  in  the  case  of  Holden  v.  The  Metropolitan  Life  Insurance 
Company,  the  use  of  such  waiver  in  this  State  is  improper.  I  am  of  the 
opinion  that  the  use  of  such  waiver,  the  same  being  ineffectual,  does  do  harm 
and  especially  would  harm  be  done  if  a  domestic  corporation  should  continue 
a  practice  which  is  denied  to  foreign  corporations.  I  believe  that  corporations 
which  owe  their  existence  to  New  York  laws  should  yield  ready  acquiescence 
to  those  laws  and  their  interpretation  by  the  highest  court  of  the  State.’  ” 


Idem 

Ruling  of  January  4,  1913. 

“A  certain  company  submitted  a  form  of  application  which  con¬ 
tained  the  following: 

‘  I  expressly  waive,  on  behalf  of  myself  and  of  any  person  who  shall  have 
or  claim  any  interest  in  any  policy  issued  hereunder,  all  provisions  of  law 
forbidding  any  physician  or  other  person  who  has  attended  or  examined  me, 
or  who  may  hereafter  attend  or  examine  me,  from  disclosing  any  knowledge 
or  information  which  he  thereby  acuqired.’ 

Such  a  provision  is  objectionable  in  an  application  for  life  in¬ 
surance  to  be  issued  or  delivered  in  this  State,  since  it  violates  the 
provisions  of  sections  834  and  836  of  the  New  York  Code  of 
Civil  Procedure. 

Holden  v.  Metropolitan  Life  Insurance  Company,  reported 
165  Hew  York,  page  13.” 
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Policies  Delivered  in  New  York  State  Must  Not  Be  Made  Subject 

to  Laws  of  Foreign  States 
Killing  of  August  3,  1909. 

“  There  was  submitted  a  form  of  application  which  contained 
these  words : 

‘  And  that  the  policy  applied  for  and  this  application  shall  be  subject  to 

and  construed  according  to  the  laws  of  the  State  of . *  (Naming 

a  foreign  State). 

The  ruling  thereon  was :  ‘  This  is  not  proper  in  a  policy  issued 
for  delivery  in  the  State  of  New  York.’  ” 

Use  of  the  Term  f<  New  York  State  Official  Policies  ”  Prohibited 

Ruling  of  August  3,  1909. 

“  In  the  rate  hook,  and  in  one  of  the  advertising  leaflets,  the 
policies  are  designated  as  ‘  New  York  State  official  policies.’ 
There  is  no  New  York  State  official  policy  and  your  policies 
should  not  be  so  designated,  in  the  policies,  in  the  rate  book  or 
in  any  literature  descriptive  of  such  policies.” 

Words  “  Renewable-Convertible  ”  May  be  Used  in  Term  Forms 

Ruling  of  March  31,  1910. 

“  It  is  suggested  that  in  connection  with  the  title  at  the  top 
of  the  first  page  (of  a  term  form)  or  at  the  foot  of  that  page, 
there  should  appear  the  words,  1  Renewable-Convertible.’  These 
words  point  out  two  very  obvious  advantages  which  this  contract 
offers  over  those  term  contracts  which  do  not  contain  the  renewal 
and  convertible  clauses  and  it  is  thought  that  in  the  interest  of 
persistent  insurance  it  will  be  well  to  use  the  words  suggested  as 
part  of  the  descriptive  title  of  such  a  contract  as  this.” 

Words  “  N on-renewable  ”  “  N on-convertible  ”  Must  be  Used 
When  Term  Form  Does  Not  Provide  for  Renewal  or  Conversion 

Ruling  of  January  15,  1913. 

“  The  Department  holds  that  the  spirit  of  section  60  of  the 
law  requires  that  the  nature  of  the  policy  should  be  clearly  stated 
in  its  title,  and  if  a  term  policy  contains  no  provision  for  its 
renewal  as  a  term,  then  the  title  of  the  policy  should  state  that  it 
is  non-renewable.” 
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Privilege  of  Renewal  Clause  Must  State  Whether  Medical  Re¬ 
examination  Is  Required. 

Ruling  of  March  31,  1910. 

“  The  clause  (in  a  term  form)  entitled  ‘  Privilege  of  renewal  ’ 
should  state  definitely  and  clearly  whether  the  policy  will  be 
renewed  (as  a  term)  without  medical  re-examination.'  ’ 

Privilege  of  Change  Clauses  in  Term  Form  Must  be  Definite  with 

Regard  to  Medical  Examination 

Ruling  of  March  31,  1910. 

“  The  clause  (in  a  term  form)  entitled  ‘  Privilege  of  change 
to  other  forms  of  policies/  should  state  definitely  and  clearly 
whether  that  privilege  will  be  granted  without  medical  re-exam¬ 
ination.” 

Use  of  Word  “  Pension  ”  in  Installment  Policy  Disapproved 

Ruling  of  April  16,  1913. 

“  The  Department  ruled  that  the  word  ‘  pension ’  is  not  a 
proper  term  to  use  in  an  insurance  contract  to  designate  install¬ 
ment  payments.  A  pension  as  ordinarily  defined  is  a  stated 
allowance  to  a  person  in  consideration  of  past  services,  usually 
such  a  payment  from  a  government  to  retired  employees  of  pub¬ 
lic  officers  in  the  civil  or  military  service.  The  word  ‘  pension  9 
is  in  no  sense  a  life  insurance  term,  and  in  such  contracts  as  these 
the  word  ‘  installment  ’  or  ‘  installments 9  is  much  to  he  pre¬ 
ferred.  The  word  1  pension  ’  wherever  it  appears  in  the  two  pro¬ 
posed  forms  and  in  the  specimen  of  proposed  rate  sheet  should  be 
eliminated,  and  the  word  1  installments  ?  or  ( installment  ’  should 
be  inserted  in  place  thereof. 

Beneficiary  in  Installment  Policy  May  Not  be  Designated  as 

“Annuitant  ” 

Ruling  of  September  30,  1912. 

“A  certain  company  submitted  a  policy  form  providing  for 
continuous  monthly  installments  and  designated  the  payee  of  the 
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installments  ‘  annuitant 7  instead  of  ‘  beneficiary.’  The  ruling 
thereon  was  as  follows: 

The  Department  is  of  the  opinion  that  the  word  1  annuitant  ’ 
wherever  it  appears  in  this  form  should  be  eliminated  and  the 
word  ‘  beneficiary  ’  substituted  in  place  thereof.” 

C ommuted  Value  of  Installment  Policy  and  Aggregate  of  Install¬ 
ments  Certain. 

Ruling  of  June  12,  1911. 

This  ruling  was  in  substance  that : 

“  Policy  forms  which  provide  for  installment  payments,  either  installments 
certain  or  installments  certain  and  continuous,  should  show  the  commuted 
value,  or  insurance  value,  on  the  first  page  of  the  policy.  It  is  desirable,  also, 
that  in  connection  with  the  statement  of  commuted  value,  or  insurance  value, 
the  amount  of  the  installments  certain  be  shown.  That  ordinarily  it  is  suffi¬ 
cient  if  the  commuted  value  and  the  amount  of  the  installments  certain  are 
stated  at  the  upper  right  hand  corner  of  the  first  page.” 

Installment  Option  Eiders  Should  not  he  Used  Concurrently  With 

Issue  of  Policy 

Ruling  of  November  23,  1911. 

“  The  matter  of  these  riders  has  been  given  careful  considera¬ 
tion  and  the  Department  is  of  the  opinion  that  there  is  no  valid 
reason  why  the  use  of  such  riders  should  be  permitted,  since  it 
appears  that  they  are  to  be  issued  as  of  even  date  with  the  policies 
to  which  they  are  intended  to  be  attached,  and  such  installment 
options  as  are  provided  by  these  riders  can  be,  and  should  be, 
included  in  the  policies  if  the  company  is  willing  in  any  case  to 
pay  the  proceeds  of  the  policy  in  installments.” 

Waiver  of  Premiums  and  Disability  Provision 
Ruling  of  January  9,  1912. 

“ About  the  middle  of  April,  1910,  a  hearing  was  granted  to  a 
certain  company  with  regard  to  the  insertion  in  policies  of  life 
insurance  of  a  paragraph  entitled  ‘  Waiver  of  premiums  ’  in  case 
of  total  and  permanent  disability  of  the  insured,  and  since  that 
time  all  life  insurance  companies,  whether  foreign  or  domestic, 
which  are  entitled  to  make  insurance  under  sub.  1  of  section  70, 
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have  been  permitted  to  insert  such  ‘  Waiver  of  premiums  ’  para¬ 
graph  in  their  policies,  but  companies  are  still  permitted  to  use 
supplemental  contracts  providing  for  disability  insurance.” 

SUB.  1.  GRACE  IN  PAYMENT  OF  PREMIUM 

Interest  on  Premiums  for  Period  of  Grace  Should  he  at  Definite 

Rate  of  Interest 

Ruling  of  August  9,  1909. 

u  The  interest  on  premiums  for  the  period  of  grace  should  be 
at  a  rate  ‘  not  in  excess  of  6  per  cent,  per  annum.’  ” 

SUB.  2.  INCONTESTABILITY 

Incontestability  Clause  Must  Follow  Language  of  Statute 

Ruling  of  August  7,  1909. 

“  The  provision  concerning  incontestability  should  follow  the 
language  of  the  statute  ‘  after  two  years  from  its  date  of  issue.’  ” 

Provision  Making  Policy  Incontestable  from  Date  of  Issue  Con¬ 
trary  to  Public  Policy. 

Ruling  of  February  26,  1910. 

The  Department  rules  that  a  provision  in  a  policy  of  life  insur¬ 
ance  to  the  effect  that  the  policy  shall  be  incontestable  from  its 
date  of  issue  is  against  public  policy.  The  following  cases  sup¬ 
port  this  ruling: 

Ritter  v.  Mutual  Life  Insurance  Company  of  New  York,  reported  169  U.  S., 
page  139. 

Reagan  v.  Union  Mutual  Life  Insurance  Company,  189  Mass.,  page  555. 

New  York  Life  Insurance  Company  v.  Frank  H.  Hardison,  199  Mass.,  page 
190. 

Bliss  on  Insurance,  §  247. 

Welch  v.  Union  Central  Life  Insurance  Company,  108  Iowa,  page  224. 

New  York  Life  Insurance  Company  v.  Weaver’s  Administrator,  114  Ken¬ 
tucky,  page  295. 

Idem 

Ruling  of  April  3,  1913. 

“A  certain  company  indorsed  on  a  form  submitted  to  the 
Department  for  approval  a  receipt  in  effect  a  provision  making 
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the  policy  incontestable  from  date  of  issue,  in  consideration  of  the 
payment  of  an  additional  premium.  The  Department  in  answer 
made  the  following  ruling : 

‘  You  are  advised  that  this  portion  of  the  form  is  disapproved  for  the  reason 
that  it  is  contrary  to  public  policy  to  make  a  life  insurance  contract  incontest¬ 
able  from  its  date  of  issue. 

********** 

Inasmuch  as  our  statute  requires  that  the  policy  contain  a  provision  in  effect 
that  it  shall  be  incontestable  after  two  years  from  its  date  of  issue  except  for 
nonpayment  of  premiums,  etc.,  it  seems  to  have  been  intended  that  a  company 
should  reserve  the  right  to  contest  a  policy  for  any  one  of  a  number  of  reasons 
■within  a  reasonable  period  after  the  date  of  issue,  and  I  am  of  the  opinion 
that  the  time  within  which  a  life  insurance  policy  may  be  contested  should 
not  be  limited  to  a  period  of  less  than  one  year  from  the  date  of  issue.” 

(See  citations  under  preceding  rulings.) 

Provision  for  Incontestability  After  One  Year  Approved 

Ruling  of  December  10,  1912. 

“  You  will  note  that  provision  2  above  quoted  requires  the  policy 
to  contain  a  provision  that  it  shall  be  incontestable  after  two  years 
from  its  date  of  issue.  It  is,  however,  customary  with  a  number 
of  companies  to  insert  in  policies  a  provision  that  they  shall  he 
incontestable  after  one  year  from  date  of  issue,  and  such  provision 
has  been  approved  by  this  Department  as  being  more  favorable  to 
the  insured.” 

Exception  in  Incontestable  Clause  May  Not  be  Extended  to 

Aviation  Risks 

Ruling  of  April  9,  1913. 

A  company  proposed  to  insert  in  its  policies  a  provision  in  sub¬ 
stance  as  follows : 

“  Death  resulting  from,  or  while  engaged  in,  aviation  or  aeronautical 
ascensions,  are  risks  not  assumed  by  the  company.  In  such  cases  the  indem¬ 
nity  shall  be  the  sum  of  the  gross  premiums  paid.” 

The  ruling  on  this  proposition  was: 

“  Under  the  law  as  it  is  at  this  time,  I  am  of  the  opinion  that 
such  a  provision  cannot  he  lawfully  incorporated  in  your  policies. 
Sudivision  2  of  section  101  of  the  Insurance  Law  reads  as  follows: 
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‘2.  A  provision  that  the  policy  shall  be  incontestable  after 
two  years  from  its  date  of  issue  except  for  non-payment  of 
premiums  and  except  for  violation  of  the  conditions  of  the  policy 
relating  to  military  or  naval  service  in  time  of  ward 

It  seems,  therefore,  that  such  a  provision  as  you  suggest  could 
be  made  effective  only  during  a  period  of  two  years  immediately 
following  the  date  of  issue  of  the  policy.” 

Date  of  Issue  is  the  Date  the  Policy  Bears  for  Original  Issues 

Extract  from  letter  dated  November  16,  1909,  from  the  Superintendent  to 
the  Northwestern  Mutual  Life  Insurance  Company. 

“  You  ask : 

‘  Will  you  please  give  me  your  interpretation  of  the  words  date  of  issue  in 
subdivision  2  of  section  101,  standard  provision  clause  in  the  Law  of  1909, 
amending  the  act  in  relation  to  insurance  corporations.  Does  it  mean  the 
date  which  the  policy  bears,  or  the  date  when  the  home  office  executes  and 
sends  out  the  policy  for  delivery,  or  the  date  of  actual  delivery  to  the  in¬ 
sured  ? 5 

To  this  my  answer  is,  the  date  which  the  policy  hears,  for 
original  issues.” 

Words  “  Date  of  Issue  ”  Must  Appear  in  Incontestable  Clause 

Ruling  of  Februarv  9,  1911. 

“  The  paragraph  entitled  ‘Incontestability  ’  reads  as  follows : 
‘  This  policy,  with  the  application  therefor,  constitutes  the  entire 
contract  between  the  parties  hereto  and  shall  he  incontestable  after 
one  year  from  its  date/  In  my  letter  to  you,  dated  October  4, 
1909,  in  point  second  I  said  to  you:  ‘  It  seems  necessary  to  use 
here  the  words  of  the  statute,  ‘  date  of  issue/  for  the  reason  that 
the  date  of  a  policy  and  its  date  of  issue  are  not  always  nor  neces¬ 
sarily  the  same,  since  life  insurance  policies  are  frequently  ante¬ 
dated  or  postdated.’  ” 

SUB.  3.  APPLICATION  MADE  A  PART  OF  POLICY  CONTRACT 

Where  Application  is  Made  Part  of  Contract,  Policy  Should 

State  that  Fact 

Ruling  of  August  3,  1909. 

“  If  a  copy  of  the  application  is  attached  to  the  policy  and 
thereby  made  a  part  of  the  contract  (Section  58),  the  policy 
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should  in  every  such  case  contain  a  provision  that  ‘  the  policy 
and  the  application  shall  constitute  the  entire  contract  between 
the  parties.’  ” 

(See  §  58,  sub.  3  and  references.) 

Application  Not  to  he  Printed  in  Policy 
Ruling  of  October  24,  1911. 

“  Subdivision  3  of  new  section  101  is  in  entire  harmony  with 
the  provision  of  section  58,  to  the  effect  that  the  application  may 
be  made  a  part  of  the  contract,  but  this  does  not  imply  that  under 
either  of  those  sections  the  application  or  a  copy  thereof  may  be 
printed  in  the  policy.  As  you  say,  that  is  not  required,  does  not 
seem  to  be  contemplated  by  any  statute,  and  probably  it  would  not 
be  permitted.” 

Where  Application  is  Made  Part  of  Contract,  Application  Blank 
Must  he  Filled  Out  and  Submitted  with  Policy 

Ruling  of  January  18,  1912. 

“  Some  months  ago  it  became  necessary  to  require  that  all 
policy  forms  submitted  to  this  Department  which  contain  a  pro¬ 
vision  to  the  effect  that  the  policy  and  the  application  constitute 
the  entire  contract  should  be  accompanied  in  each  case  by  a  copy 
of  such  application,  including  the  statements  to  the  medical  exam¬ 
iner,  filled  out  completely  with  hypothetical  answers.” 

Application  Must  Not  he  Included  in  Policy 
Ruling  of  March  6,  1912. 

“  Your  proposal  to  insert  the  words  ‘  which  includes  ’  in  place 
of  the  word  ‘  and  ’  in  the  first  line  of  that  section  would  make  it 
read :  ‘  This  policy  which  includes  the  application  therefor  ’  and 

would  not  be  in  accordance  with  the  fact,  since  the  application  is 
not  included  in  the  policy. 

I  am  of  the  opinion  that  the  proposed  change  in  this  section  is 
objectionable,  since  it  does  not  meet  the  requirements  of  sub.  3  of 
section  101  of  the  Insurance  Law.” 
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SUB.  4.  AGE  OF  INSURED  MISSTATED 

Policy  Must  Contain  Specific  Provision  for  Relief  in  Cases  of 

Misstatement  of  Age 

Ruling  of  August  3,  1909. 

“  The  policy  must  contain  a  provision  that  if  the  age  of  the 
insured  has  been  misstated,  the  amount  payable  under  the  policy 
shall  be  such  as  the  premium  paid  would  have  purchased  at  the 
correct  age.  A  promise  on  the  part  of  the  company  to  refund 
the  excess  premiums  when  the  age  of  insured  has  been  over-stated 
does  not  satisfy  the  requirements  of  the  statute.” 

Promise  of  the  Company  in  Above  Case  Not  Sufficient 

Ruling  of  August  7,  1909. 

“  The  promise  of  the  company  to  repay  the  excess  premium 
when  the  age  of  insured  has  been  overstated,  does  not  satisfy  the 

requirements  of  the  statute.” 

Misstatement  of  Age  Provision  in  Annuity  Contract 

Ruling  of  September  8,  1909. 

“  In  the  annuity  forms,  the  provision  in  regard  to  misstate¬ 
ment  of  age  does  not  quite  answer  the  requirement  of  the  statute 
(new  section  101,  sub.  4).  It  seems  that  the  correct  way  to  set 
forth  such  a  provision  in  an  annuity  contract  would  be  to  say, 
substantially,  that :  ‘  If  the  age  of  the  annuitant  has  been  mis¬ 
stated  in  the  application  then  the  amount  of  the  annuity  payable 
under  the  policy  shall  be  such  as  the  premium  paid  would  have 
purchased  at  the  correct  age  of  such  annuitant/  with  a  suitable 
reference  to  the  company’s  rates  in  force  at  the  date  of  issue  of 
the  contract,  and  to  annuity  payments  made  on  the  contract  prior 
to  the  discovery  of  the  fact  that  the  age  of  annuitant  has  been 
misstated.” 

Misstatement  of  Age  Provision  May  be  Omitted  from  Industrial 

Policies 

Ruling  of  April  25,  1912. 

“  Replying  to  the  inquiry  in  the  latter  part  of  your  letter,  the 
various  provisions  of  section  101  of  the  Insurance  Law  are  not 
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held  to  apply  to  industrial  policies,  and  there  is  no  other  provision 
in  the  law  requiring  a  policy  to  contain  a  provision  as  to  misstate¬ 
ment  of  age  embodied  in  sub.  4  of  section  101. 

While  some  of  the  companies  issuing  industrial  policies  have 
voluntarily  incorporated  this  provision,  I  do  not  consider  section 
101  broad  enough  to  permit  this  requirement,  and  such  policies, 
without  a  reference  to  the  misstatement  of  age,  have  been  ap¬ 
proved  by  this  Department. ” 

SUB.  6.  OPTIONS  ON  SURRENDER  OR  LAPSE 

Ruling  of  August  3,  1909. 

“  The  wording  of  this  clause  should  follow  the  language  of  the 
statute  ‘  after  three  full  annual  premiums  shall  have  been  paid.’  ” 

NON-FORFEITURE  OPTIONS 

Waiver  of  Lapse  or  Forfeiture  Provisions  in  Application 

(See  ruling  of  Aug.  7,  1909,  §  88,  sub.  18.) 

Cancellation  Clause  in  “  Wife  Insurance  ”  Policy  Disapproved 
Ruling  of  February  1,  1910,  by  Counsel  to  the  Department. 

“  The  .  Life  Insurance  Company  submits  the  fol¬ 

lowing  clause  for  approval : 

‘  It  is  expressly  understood  and  agreed  that  this  policy  shall  become  ipso 
facto  null  and  void  in  the  event  of  the  cancellation,  for  any  cause,  of  policy 

No . ,  issued  by  this  company  on  the  life  of  . ,  the 

husband  of  the  insured  hereunder,  and  that  all  the  benefits  hereunder  shall 
thereupon  cease  except  as  to  paid  up  insurance  under  the  nonforfeiture  clause 
on  the  second  page  hereof.’ 

I  advise  against  approving  this  clause;  the  company  should 
carefully  examine  the  circumstances  surrounding  the  application 
for  ‘  wife  insurance  ’  in  the  first  instance,  and  so  avoid  the  risk 
it  attempts  to  cover  by  the  clause  quoted.” 

Surrender  Value ,  Substandard  Risk 
Ruling  of  January  12,  1912. 

“  I  note  your  inquiry  concerning  an  endowment  policy  issued 
on  a  substandard  risk,  and  whether  in  the  case  of  lapse  of  such  a 
policy  after  the  payment  of  three  annual  premiums,  the  policy 
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might  not  provide  for  paid-up  insurance,  omitting  the  provision 
for  extended  term  insurance.  On  this  point,  you  are  advised  that 
it  is  permissible  to  provide  in  such  a  policy  for  paid-up  endow¬ 
ment  insurance  for  a  reduced  amount,  in  the  case  of  lapse  and 
surrender  after  the  payment  of  three  annual  premiums,  provided 
the  insured  in  his  application  shall  state  definitely  his  election  to 
take  such  paid  up  insurance  for  a  reduced  amount,  the  policy  in 
that  case  to  contain  a  provision  for  such  paid  up  insurance,  in  ac¬ 
cordance  with  the  terms  of  the  application  and  omitting  all  refer¬ 
ence  to  extended  term  insurance.” 


Basis  of  Values  Should  be  Stated  in  Policy 

Ruling  of  April  7,  1913. 

“  The  Department  suggested  that  the  Company  insert  in  the 
policy  form  a  statement  substantially  as  follows : 

‘  The  values  set  forth  in  this  table  are  mathematical  equivalents  and  are 


based  on  the  American  Experience  Table  of  Mortality  and . %  interest 

(naming  the  rate  of  interest  upon  which  reserves  are  based,  either 
or  3%)  less  a  surrender  charge  of  not  more  than  - %  (not  more  than 


21/£%)  of  the  face  of  the  policy  until  the  completion  of  the . 

policy  year,  at  which  time  and  thereafter  there  is  no  deduction  made  as  a 
surrender  charge.’ 

******** 

It  seems  that  the  proper  place  for  incorporating  this  statement 
in  your  policy  would  be  in  connection  with  the  paragraph  entitled 
‘  Options  on  Surrender  or  Lapse  ’  and  immediately  above  the 
‘  Table  of  Values.’  ” 


Dividends  Applied  to  Payment  of  Premiums 
Ruling  of  September  19,  1912. 

“  Certain  companies  now  provide  in  their  policies,  issued  since 
January  1,  1910,  when  new  section  101  of  the  Insurance  Law  be¬ 
came  effective,  for  the  payment  of  premiums  thereon  from  the  ac¬ 
cumulated  dividends,  hut  the  law  of  this  State  does  not  require 
companies  to  insert  such  a  provision  in  their  policies,  and  I  am 
of  the  opinion  that  a  company  cannot  be  compelled  to  do  what  you 
ask  unless  the  policy  contains  a  provision  to  that  effect.” 
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SUB.  7.  POLICY  LOANS 

Policy  Loan  Provision  Should  State  a  Definite  Rate  of  Interest 

Ruling  of  August  7,  1909. 

“  The  provision  in  regard  to  loans  should  state  definitely  the 
rate  of  interest  at  which  loans  will  be  made  to  the  owner  of  the 
policy.  Section  101,  sub.  7  requires  that  this  provision  recite  that 
loans  on  the  policy  will  he  made  ‘  at  a  specified  rate  of  interest/  ” 

.  Idem 

Ruling  of  August  9,  1909. 

“  The  statute  (sec.  101,  sub.  7)  requires  that  the  policy  shall 
contain  a  provision  stating  that  loans  will  be  made  ‘  at  a  specified 
rate  of  interest/  It  is  not  enough  to  say  in  the  policy  that :  ‘  The 
rate  of  interest  charged  shall  not  exceed  six  per  centum  per 
annum/  ” 

(See  §  97,  “Sub.  10.  Loan  or  Advance  to  agent.”) 

Idem 

Ruling  of  October  7,  1912. 

The  Department  ruled  that  a  “  policy  must  contain  a  provision 
that  loans  will  be  made  at  a  specified  rate  of  interest,  and  that 
the  rate  of  interest  can  be  specified  in  no  way  except  by  naming  a 
definite  rate  of  interest  at  which  loans  will  be  made.” 

Idem 

Ruling  of  May  6,  1913. 

“  In  the  paragraph  at  the  top  of  the  third  page,  entitled 
‘  Loans  ’  it  is  provided  that  a  loan  will  be  made  upon  the  sole 
security  of  the  policy  ‘  at  a  rate  not  to  exceed  6  per  cent,  interest 
per  annum/  The  statute  requires  that  the  rate  of  interest  at  which 
loans  will  be  granted  must  be  a  ‘  specified  rate.’  If  you  wish  the 
loan  provision  in  your  policy  to  specify  6  per  cent,  as  the  rate  of 
interest  upon  such  loan,  you  should  strike  out  the  wTords  1  not  to 
exceed  ’  at  the  beginning  of  the  second  line  of  that  paragraph 
and  insert  the  word  1  of  ’  in  place  thereof.” 
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Words  “At  Any  Time  ”  Should  Not  be  Omitted  from  Loan 

Provision 

Ruling  of  February  29,  1912. 

“  If  you  will  refer  to  sub.  7  of  section  101,  you  will  note  that 
the  statute  requires  that  a  policy  of  life  or  endowment  insurance 
shall  contain:  ‘A  provision  that  after  three  full  years’  premiums 
have  been  paid,  the  company  at  any  time  while  the  policy  is  in 
force  etc.’  I  am  therefore  of  the  opinion  that  the  words  6  at  any 
time  ’  should  not  be  omitted  from  the  loan  provision.” 

Promissory  Note  Must  Not  be  Issued  as  Additional  Security  for 

a  Policy  Loan 

Ruling  of  January  4,  1912. 

“  It  is  noted  that  the  first  part  of  your  form  (658)  is  a  nego¬ 
tiable  promissory  note,  and  there  is  contained  in  it  nothing  which 
connects  it  with  the  policy  loan,  thus  making  it  possible  for  the 
note  to  be  detached  from  the  loan  agreement  below  it  and  placed 
in  circulation  as  a  negotiable  commercial  paper.  The  note, 
whether  retained  by  the  company  or  placed  in  circulation  as  com¬ 
mercial  paper,  is  in  effect  security  in  addition  to  the  policy  upon 
which  the  loan  is  made,  and  under  which  the  policy  is  not  the 
‘  sole  security  ’  for  the  loan. 

I  am  of  the  opinion  that  your  policy  loan  agreement  should  be 
amended  by  eliminating  the  note  and  all  reference  to  a  note  or  to 
any  security  other  than  the  policy  upon  which  the  loan  is  made.” 

SUBS.  7  and  8.  POLICY  LOANS 

What  Headings  for  first  Column  of  Table  of  Values  in  Standard 

Life  Policy  are  Lawful. 

Extract  from  letter  of  tlie  Superintendent,  dated  November  15,  1909,  to 

Manhattan  Life  Ins.  Co. 

“  The  matter  of  the  proper  heading  for  the  first  column  of  the 
Table  of  Values  in  the  forms  of  life  insurance  policies  has  been 
the  subject  of  no  little  thought  because  of  the  variety  of  ways 
in  which  it  has  been  presented. 

I  have  therefore  submitted  to  the  Counsel  to  the  Department, 
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the  question  as  to  headings  for  this  column  which  seem  to  he  ac¬ 
ceptable  and  in  accordance  with  the  requirements  of  the  In¬ 
surance  Law  of  Xew  York,  section  101,  subdivisions  7  and  8,  and 
the  following  is  a  copy  of  the  memorandum  of  his  opinion  thereon : 

‘The  policy  must  set  forth,  in  the  language  of  the  Loan  clause  and  in  the 
table  attached,  that  the  loan  is  available  ‘after  three  full  years  ’  premiums 
have  been  paid. 

Expressions  in  the  heading  of  the  table  are  acceptable  where  the  proper 
loan  value  is  set  forth  on  the  line  after  ‘  3  ’  (meaning  years)  as, 

(a)  ‘After  payment  of  premiums  for.’ 

(b)  ‘Number  of  years  premiums  paid.’ 

(c)  ‘After  policy  has  been  in  force,’  provided  the  ‘Loan  value’  column 
is  explained  by  foot  note,  stating  that  the  loan  value  set  forth  in  the  table 
is  available  during  the  third  year  after  premiums  for  that  year  are  paid. 

(d)  ‘At  end  of’  provided  the  same  footnote  explanation  is  made  as  in  ‘  c  ’ 
above. 

To  this  it  may  be  added  that  forms  (a)  and  (b)  are  the  ones  which  are 
more  especially  approved,  although  form  (c)  or  form  (d)  will  be  accepted. 

The  foot  note,  if  used,  should  state  in  substance,  that:  ‘The  loan  values,’ 
provided  for  in  the  above  table,  for  the  end  of  policy-years  can  be  obtained 
(less  interest)  during  such  policy-years,  as  set  forth  in  the  above  clause 
entitled  ‘  Loans.’ 

In  case  the  table  contains  loan  values  opposite  ‘2’  (meaning  years)  the 
column  may  bear  the  heading:  ‘After  policy  has  been  in  force’  or  ‘At  the 
end  of  year,’  provided  the  values  are  equal  to  or  greater  than  the  values 
required  by  the  terms  of  section  101,  subdivision  7  and  are  made  available 
during  the  policy-year.” 

Loan  Values  in  Single  Premium  Policies  to  Begin  First  Year 

Ruling  of  September  11,  1912. 

“  Form  705,  disability,  participating,  single  premium  life  or 
endowment,  should  be  amended  in  the  following  particulars : 

1st.  Clause  11,  entitled  ‘  Loans  ’  on  page  3,  should  be  amended 
so  as  to  provide  loans  for  the  first  policy  year,  inasmuch  as  more 
than  three  full  annual  premiums  have  been  paid  on  this  policy  at 
its  inception.  Sub.  7  of  section  101  requires  that  in  the  case  of 
such  a  policy,  loan  values  must  be  available  during  the  first  policy 
year,  subject  to  the  company’s  right  to  defer  loans  for  a  period  not 
exceeding  six  months.” 


Idem 

Ruling  of  November  7,  1912. 

“  Second.  Line  36,  strike  out  the  words  ‘  after  three  full  years.’ 
Sub.  7  of  section  101  requires  that  policies  shall  provide  loan 
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values  1  after  three  full  years  'premiums  have  been  paid/  and  since 
in  the  case  of  a  single  premium  policy  more  than  three  full  years’ 
premiums  are  paid  at  the  inception  of  the  policy,  loan  values 
should  be  available  forthwith,  subject  to  the  conditions  which  may 
be  imposed  under  said  sub.  7. 

Fourth.  It  follows  from  point  second,  above,  that  in  the  ‘  Table 
of  Loan  and  Surrender  Values  ’  loan  values  should  be  shown  for 
the  first  and  second  policy  years.” 

SUB.  10.  REINSTATEMENT 

Policy  Should  Contain  Reinstatement  Provision 
Ruling  of  August  3,  1909. 

“  The  policy  shall  contain  a  provision  that  the  policyholder 
shall  he  entitled  to  have  the  policy  reinstated  at  any  time  within 
three  years  from  the  date  of  default  and  should  follow  the  word¬ 
ing  of  the  statute  in  regard  to  evidence  of  insurability,  payment 
of  overdue  premiums  and  the  rate  of  interest  thereon.” 

Policy  May  State  That  Rate  of  Inherest  on  Premiums  in  Default 
Shall  not  Exceed  Six  Per  Centum  Per  Annum 

Ruling  of  November  9,  1909. 

“  The  rate  of  interest  on  premiums  in  default,  in  case  of  an 
application  for  reinstatement,  may  be  set  forth  in  the  provision 
in  the  policy  which  relates  to  reinstatement  by  saying  that  such 
interest  shall  he  i  at  a  rate  not  exceeding  six  per  centum  per 
annum.’  ” 

SUB.  11.  APPLICATION  TO  SINGLE  PREMIUM  POLICIES 

Ruling  of  December  31,  1909. 

“A  certain  company  asked: 

‘  Which  of  the  provisions  that  are  required  to  be  made  a  part  of  other 
policies  may  be  omitted  from  a  paid-up  policy  to  be  issued  in  exchange  for  a 
premium-paying  policy,  in  fulfillment  of  its  conditions  ?  ’ 

The  ruling  thereon  was  as  follows: 

Provisions  1,  2,  4,  6  and  10  of  section  101  are  not  applicable  to  such  a 
policy. 

Provision  3  is  applicable  only  as  to  the  first  part  thereof,  since  there  is  no 
application. 
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Provision  5  may  apply,  or  it  may  not  apply.  It  applies  if  the  paid-up 
policy  is  participating  and  if  it  is  non-participating  it  does  not  apply.  If 
the  paid-up  policy  is  non-participating  the  fact  should  be  stated  plainly  on 
the  face  of  the  policy. 

Provision  7  should  be  modified  by  omitting  any  reference  to  premium  pay¬ 
ments,  and  as  thus  modified  the  policy  should  provide  for  loan  values  not 
less  than  those  specified  in  the  statute,  which  loan  values  shall  be  available 
at  any  time,  subject  to  the  company’s  right  to  defer  such  loans  for  not  exceed¬ 
ing  six  months  and  to  collect  interest  thereon  in  advance. 

Provision  8  is  not  applicable  except  as  to  the  loan  values.  Loan  values 
should  begin  with  the  first  policy-year. 

Provision  9  may  apply,  or  it  may  not  apply.  If  the  original  policy  pro¬ 
vided  for  installment  payments,  doubtless  the  paid-up  policy  should  contain 
the  same  provision  unless  the  policyholder  waives  that  feature  when  taking 
out  the  paid-up  policy.  Or,  in  case  the  original  policy  did  not  contain  the 
installment  feature,  the  company  might,  upon  the  request  of  the  policyholder, 
include  the  installment  feature  in  the  paid-up  policy  and  the  table  of  install¬ 
ments  would  then  be  required.  That  provision  is  thus  largely  under  the 
control  of  the  company. 

While  it  seems  that,  as  above  noted,  provision  2  is  not  di¬ 
rectly  applicable  it  is  thought  the  policy  should  recite  that  it 
shall  he  incontestable  from  its  date  of  issue  except  for  violation 
of  the  conditions  of  the  policy  relating  to  military  or  naval  ser¬ 
vice,  in  time  of  war.” 

Note. —  The  above  rulings  are  intended  to  cover  the  case  of  a  paid-up  policy 
issued  at  the  termination  of  the  premium-paying  period  of  a  limited  premium 
contract  and  might  require  some  modifications  in  the  case  of  a  paid-up  policy 
issued  on  the  surrender  of  a  policy  which  had  lapsed  for  non-payment  of 
premiums. 

Section  102  —  Domestic  Companies  Issuing  Partici¬ 
pating  Policies  Not  to  do  a  Non-Participating 
Business 

SUB.  1.  DOMESTIC  CORPORATIONS  RESTRICTED  AS  TO  CHARACTER 

OF  BUSINESS 

Domestic  Company  Cannot  do  Business  on  Both  Plans  at  one 

Time 

Extract  from  letter  dated  June  20,  1906,  from  the  Attorney-General  to  the 

Superintendent  of  Insurance. 

“  A  domestic  stock  life  insurance  company  can  change  from 
non-participating  to  a  participating  business,  but  at  any  par¬ 
ticular  time  must  do  one  or  the  other.” 
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Foreign  Life  Insurance  Companies  Heretofore  Licensed  May  do 
Both  Participating  and  Non-Participating  Business 

Extract  from  letter  dated  September  1,  1906,  from  the  Attorney-General  to  the 

Superintendent  of  Insurance. 

“  I  am  of  the  opinion  that  foreign  life  insurance  corporations 
heretofore  licensed  may  hereafter  be  licensed  if  they  do  both  a 
participating  and  non-participating  business.” 

(See  §  83,  sub.  7 ;  also  §  103,  sub.  11-c.) 

(See  Op.  A.  G.  Sept.  1,  1906,  overruling  Op.  June  20,  1906.) 

N on-Participating  Company  after  January  1,  1907,  May  Not  Use 

Participating  Forms 

Extract  from  letter  dated  November  20,  1906,  from  the  Superintendent  to 

Metropolitan  Life  Insurance  Company. 

“  On  the  understanding  that  your  company  is  to  do  business 
on  the  non-participating  basis  on  and  after  January  1,  1907,  I 
am  of  the  opinion  that  after  that  date  changes  from  non-partici¬ 
pating  to  participating  forms  may  not  he  made  and  that  changes 
from  participating  to  non-participating  forms  or  changes  1  to 
different  forms  in  the  same  branch  ’  may  be  made.  The  changed 
policy  bearing  the  date  of  issue  of  the  original  policy  should  he 
written  on  the  form  in  use  at  the  time  the  original  was  issued.” 

Old  Lapsed  Participating  Policy  May  be  Reinstated  After 

January  1,  1907 

Extract  from  letter  dated  December  13,  1906,  from  the  Superintendent  to 

Provident  Savings  Life  Assurance  Society. 

“  Your  first  question  is: 

( 1 )  ‘In  event  of  a  participating  policy  having  lapsed  and  application 
being  made  for  reinstatement  after  January  1,  1907,  would  we  be  entitled  to 
reinstate  the  old  policy,  giving  to  the  assured  the  right  to  participate  again 
in  the  surplus  of  the  society?’ 

To  this  my  answer  is  in  the  affirmative.” 

Old  Participating  Policy  May  be  Changed  for  Another  Form  of 

Participating  Policy 

Extract  from  letter  dated  December  13,  1906,  from  the  Superintendent  to 

Provident  Savings  Life  Assurance  Society. 

“  Your  second  question  is: 

(2)  ‘In  event  of  a  policyholder  desiring  to  change  the  form  of  his  policy 
after  January  1,  1907,  from  a  participating  form,  could  we  ‘issue’  a  new 
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form  with  the  right  to  participation  on  the  plan  desired,  or  would  it  be 
necessary  for  us  to  refuse  such  applications  for  change  unless  they  were 
changes  to  non-participating  forms  ?  ’ 

To  this  my  answer  is,  a  participating  policy  issued  prior  to 
January  1,  1907,  may  after  that  date  be  exchanged  for  another 
form  of  participating  policy  written  on  the  original  age  and  date 
of  issue.” 

Company  on  Non-Participating  Basis  Not  to  Reinsure  Participat¬ 
ing  Policies 

Extract  from  letter  dated  July  26,  1907,  from  the  Attorney-General  to  the 

Superintendent  of  Insurance. 

“  *  *  *  You  state  that  under  date  of  November  14,  1906, 

the  Actuary  of  the  Metropolitan  Life  officially  advised  your  De¬ 
partment  that,  ‘  after  the  first  day  of  January,  1907,  this  com¬ 
pany  will  go  exclusively  on  a  non-participating  basis.’ 

I  am,  therefore,  of  the  opinion  that  any  insurance  contracts 
of  other  companies  assumed  by  said  company  on  or  after  January 
1,  1907,  must  be  exclusively  non-participating  and  that  they  are 
forbidden  by  the  clearest  implication  of  law  to  enter  into  any 
participating  contracts,  even  though  such  contracts  were  issued 
by  such  other  companies  prior  to  the  date  mentioned.” 

Statute  Does  not  Distinguish  betiueen  Mutual  and  Stock 

Companies 

There  is  no  distinction  in  law  between  a  mutual  life  insurance 
company  doing  participating  business  exclusively  and  a  stock 
company  doing  a  non-participating  business  exclusively. 

(See  Op.  A.  G.  Jan.  27,  1908.) 

Non- Participating  Company  May  Take  Over  Only  Non-Partici¬ 
pating  Policies 

Company  doing  a  participating  business  may  take  over  the 
policies  of  a  company  doing  a  like  business  but  not  otherwise. 
(See  Op.  A.  G.  Oct.  19,  1908.) 

A  Company  Has  No  Right  to  Change  from  a  Participating  to  a 

Non-Participating  Basis 

On  September  24,  1909,  the  Attorney-General  advised  the 
Superintendent  of  Insurance  that  a  non-participating  company 
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which  has  changed  to  do  a  participating  business  cannot  there¬ 
after  return  to  a  non-participating  basis. 

(See  Opinion  of  Attorney-General.) 

Legal  Reserve  Non-Participating  Life  Insurance  Company  Trans¬ 
acting  Business  Exclusively  on  N on-Mutual  Basis  May  be  Ad¬ 
mitted  to  This  State 

Extract  from  letter  dated  February  1,  1911,  from  the  Superintendent  to 

Mr.  Archibald  H.  Taylor,  Baltimore,  Md. 

“*  *  *  You  ask: 

•  Will  you  please  inform  me  if  an  admitted  legal  reserve  non-participating 
life  insurance  company  can  write  business  in  the  State  of  New  York  ?  ’ 

A  stock  life  insurance  corporation  of  another  State,  transacting 
its  business  exclusively  upon  a  non-mutual  basis,  may  he  admitted 
to  do  business  in  this  State,  and  thereafter  shall  issue  only  non¬ 
participating  policies.” 

SUB.  2.  EXCEPTION,  ANNUITIES 

Term  “Annuities  ”  Includes  Survivorship  Annuities 

Extract  from  letter  dated  December  20,  1906,  from  the  Superintendent  to 

New  York  Life  Insurance  Company. 

“  You  write : 

£  On  behalf  of  the  New  York  Life  Insurance  Company,  I  am  instructed  to 
ask  for  your  opinion  as  to  whether  the  term  ‘  annuities  ’  as  used  in  section 
102  of  the  Insurance  Law  includes  survivorship  annuities.’ 

In  my  opinion  the  term  1  annuities/  as  used  in  section  102,  of 
the  Insurance  Law  does  include  survivorship  annuities.” 

SUB.  3.  INTERPRETATION  AND  APPLICATION 

Company  May  Maike  Non-Participating  Dividend  Additions  to 

Policies  Issued  Prior*  to  1907 

Extract  from  letter  dated  March  12,  1907,  from  the  Superintendent  to  The 

Manhattan  Life  Insurance  Company. 

“  I  am  of  the  opinion  that  you  can  properly  continue  the  prac¬ 
tice  of  making  dividend  additions  on  the  non-participating  basis 
to  the  old  annual  dividend  policies  on  your  books.  This  also 
applies  to  the  paid-up  or  extended  insurance  given  for  the  sur- 
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render  of  your  ten-year  terms  issued  prior  to  January  1,  1907. 
Such  paid-up  or  extended  insurance  policies  should  preferably  he 
carried  on  the  original  numbers  as  that  will  tend  to  lessen  errors 
in  valuation.” 

Meaning  of  Word  “Issued”  as  used  in  §§  83  and  102  Synony¬ 
mous  With  “  Written  ”  as  used  in  §  103 

(See  §  83,  sub.  1.) 

Section  103  —  Annual  Reports  of  Life  Insurance 

Corporations 

SUB.  l-G.  REPAIRS  AND  IMPROVEMENTS 

Accounts  Should  be  So  Kept  as  to  Separate  Repair  and  Improve¬ 
ment  Items  from  Other  Expenses  on  Real  Estate 

Extract  from  letter  dated  December  2d,  1906,  from  the  Superintendent  to 

The  Manhattan  Life  Insurance  Company. 

“  Your  letter  of  the  24th  inst.,  referring  to  Schedule  A  of 
Part  I  of  the  life  statement  blank,  is  received.  The  subheading 
‘  Expended  for  repairs  and  improvements  ’  under  ‘  Operations 
during  1906  ’  does  not  call  for  taxes  or  running  expenses  of 
home  office  building.  This  subheading  is  incorporated  in  the 
blank  in  conformity  with  an  express  provision  contained  in  the 
amended  Insurance  Law,  section  103,  subdivision  1.  ‘  Repairs 

and  improvements  ’  cannot  be  more  accurately  explained  in  the 
judgment  of  this  Department  by  the  use  of  any  other  words.  The 
accounts  of  your  company  should  be  so  kept  as  to  separate  repair 
and  improvement  items  from  your  other  expenses  on  real  estate. 
We  do  not  suppose  that  you  will  desire  a  statement  as  to  what 
constitutes  your  ‘  gross  income.’  Your  ‘  net  income  ’  will  repre¬ 
sent  the  difference  between  your  gross  income  and  all  expendi¬ 
tures  for  repairs  and  improvements,  taxes,  water  rents  and 
running  expenses  of  your  office  building.” 

SUB.  1-L.  PURCHASES  AND  SALES  OF  REAL  PROPERTY 

Sale  to  Company  on  Foreclosure  Brought  by  it  C onstitutes  a  Pur¬ 
chase  Which  Should  Appear  in  Report 

Extract  from  letter  dated  January  14,  1907,  from  the  Superintendent  to  The 

Travelers  Insurance  Company. 

“  In  reply  to  your  letter  of  the  12th  inst.,  regarding  proper 
return  to  be  made  by  your  company  in  Schedule  A,  Parts  2  and 
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3,  as  printed  on  page  10  of  Part  A  of  the  annual  statement  life 
blank,  you  are  advised  that  the  foreclosure  of  a  mortgage  on  a 
parcel  of  real  estate  passing  the  title  to  the  company  constitutes 
a  purchase  which  should  appear  in  Schedule  A,  Part  2,  with  a 
statement  to  the  effect  that  it  was  a  foreclosure. 

Part  3  of  this  schedule  is  intended  to  show  all  parcels  of 
real  estate  sold  during  the  year.  It  is  immaterial  whether  the 
property  was  acquired  by  direct  purchase  or  through  foreclosure 
proceedings.” 

SUB.  2.  LOANS  UPON  SECURITY  OF  REAL  PROPERTY 

All  Mortgages  Acquired  or  Disposed  of  During  the  Year  Must  he 

Included  in  Annual  Report 

Extract  from  letter  dated  January  23,  1907,  from  the  Superintendent  to 

New  York  Life  Insurance  Company. 

“  Your  letter  of  the  22d  instant,  in  the  matter  of  the  ruling  of 
the  Department  that  all  mortgages  acquired  or  disposed  of  during 
the  year  1906  must  he  returned  in  the  schedule  carried  in  Part  B 
of  the  annual  report  blank  at  pages  6  and  7,  is  received. 

This  schedule  as  put  up  in  the  blank  follows  the  precise 
phraseology  of  subdivision  4  of  section  103  of  the  amended  In¬ 
surance  Law  and  the  Department  is  not  prepared  to  sanction  any 
changes  or  modifications  therein. 

We  appreciate  the  fact  that  the  modifications,  as  suggested  in 
the  memoranda  covered  in  your  letter,  would  make  an  exhibit 
much  more  appropriate  for  a  showing  of  mortgage  loans.  Still, 
in  order  that  uniformity  may  be  maintained,  it  seems  desirable 
that  the  present  schedule  as  carried  in  the  blank  be  used  for  the 
purpose  of  these  returns,  adjusting  such  returns  in  so  far  a3  pos¬ 
sible  to  the  schedule  as  set  forth  in  the  blank.” 

SUB.  3.  LOANS  OTHER  THAN  MORTGAGE  LOANS  OR  POLICY  LOANS 

♦ 

Collateral  Loans  Are  Required  to  Appear  But  Once  in  Schedule 

Thereof  in  Annual  Statement 

Extract  from  letter  dated  December  13,  1906,  from  the  Superintendent  to 

New  York  Life  Insurance  Company. 

“  In  reply  to  your  inquiry  as  to  the  proper  manner  in  which 
to  make  a  return  of  your  collateral  loans,  as  called  for  under  the 
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third  subdivision  of  section  103  of  the  Insurance  Law,  the  col¬ 
lateral  loan  exhibit  appearing  in  Part  B  of  the  life  annual  state¬ 
ment  blank  at  pages  2  and  3,  you  are  advised  that  the  Depart¬ 
ment  holds  that  any  collateral  loan  in  existence  at  the  beginning 
of  the  year  1906  and  held  at  the  close  of  said  year  should  appear 
in  subdivision  1  on  page  2. 

That  any  collateral  loan  made  during  the  year  1906,  and  held 
at  the  close  of  the  year  1906,  should  be  returned  in  subdivision  2, 
page  2. 

Any  collateral  loan  in  existence  at  the  beginning  of  the  year 
1906,  and  discharged  during  1906,  should  be  returned  in  subdi¬ 
vision  3,  page  3. 

Any  collateral  loan  made  during  the  year  1906,  and  dis¬ 
charged  during  the  year  1906,  should  appear  in  subdivision  4, 
page  3. 

Following  this  ruling,  you  will  note  that  there  will  be  no 
duplication  of  the  collateral  loan  returns.  They  will  be  required 
to  appear  but  once  in  the  schedule  of  collateral  loans.” 

Collateral  Loan  Schedule:  Collaterals  Held  on  January  1,  1906, 

Represent  Starting  Point  in  Returns  to  Department ,  Changes 

Made  Thereafter  Must  he  Reported 

Extract  from  letter  dated  January  25,  1907,  from  the  Superintendent  to 
New  England  Mutual  Life  Insurance  Company. 

“  Your  letter  of  the  24th  instant,  in  reference  to  collateral  loan 
schedule  carried  at  pages  2  and  3  of  Part  B  of  our  annual  state¬ 
ment  blank  and  asking  for  specific  advices  as  to  how  ‘  certain 
loans’  should  be  listed,  is  received.  The  case  cited  is  as  follows: 

‘Loan  made  August  1,  1902,  renewed  every  six  months;  renewed  August  1, 
1905',  for  six  months  which  established  it  on  hand  January  1,  1906;  renewed 
again  February  1,  1906,  for  six  months  and  again  for  six  months  from  August 
1,  1906,  leaving  it  outstanding  January  1,  1907.’ 

It  would  seem  desirable  to  quote  the  following  from  a  letter 
addressed  by  this  Department  under  date  of  December  13,  1906, 
to  the  Yew  York  Life  Insurance  Company: 

‘  In  reply  to  your  inquiry  as  to  the  proper  manner  in  which  to  make  a 
return  of  your  collateral  loans,  as  called  for  under  the  third  subdivision  of 
section  103  of  the  Insurance  Law,  the  collateral  loan  exhibit  appearing  in 
Fart  B  of  the  life  annual  statement  blank  at  pages  2  and  3,  you  are  advised 
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that  the  Department  holds  that  any  collateral  loan  in  existence  at  the  begin¬ 
ning  of  the  year  1906  and  held  at  the  close  of  said  year  should  appear  in 
subdivision  1  on  page  2. 

That  any  collateral  loan  made  during  the  year  1906,  and  held  at  the  close 
of  the  year  1906,  should  be  returned  in  subdivision  2,  page  2. 

Any  collateral  loan  in  existence  at  the  beginning  of  the  year  1906,  and 
discharged  during  1906,  should  be  returned  in  subdivision  3,  page  3. 

Any  collateral  loan  made  during  the  year  1906,  and  discharged  during  the 
year  1906,  should  appear  in  subdivision  4,  page  3.5 

Any  collateral  loan  of  the  character  referred  to  in  your  letter 
in  existence  at  the  beginning  of  the  year  1906  and  held  at  the 
close  of  said  year  should  appear  in  subdivision  1  on  page  2.  Any 
collateral  loan  made  during  the  year  1906,  of  the  character  re¬ 
ferred  to  in  your  letter,  and  held  at  the  close  of  the  year  1906 
should  be  returned  in  subdivision  2,  page  2.  The  date  of  the 
loan  is  the  date  that  it  was  originally  made  by  the  company.  In 
the  column  ‘  Maturity  of  Loan,’  should  be  carried  ‘  for  six  months 
with  privilege  of  renewals.’ 

In  your  letter  herewith  acknowledged  you  state:  ‘  We  presume 
that  no  collateral  changes  prior  to  January  1,  1906,  are  to  be 
listed.’ 

In  reply:  The  collaterals  held  on  January  1,  1906,  for  any 
particular  loan  represent  the  starting  point  for  the  return  to  the 
Department  to  be  made  in  connection  with  such  loan.  Changes 
made  in  the  collaterals  after  January  1,  1906,  must  necessarily 
appear.” 


SUB.  4.  ALL  OTHER  PROPERTY 

Schedule  of  all  Property  ( Not  Included  in  Beal  Estate ,  Mortgage 
or  Collateral  Loan  Schedules )  Oivned  by  the  Company ;  What 
to  Appear  Therein 

Extract  from  letter  dated  December  11,  1906,  from  the  Superintendent  to 
New  England  Mutual  Life  Insurance  Company. 

(( Further  acknowledging  your  letter  of  November  19th, 
wherein  you  ask  for  a  ruling  of  this  Department  as  to  certain 
returns  to  be  made  by  a  life  company  in  the  annual  statement 
blanks  furnished  by  us. 

You  first  call  altention  to  the  schedule  required  in  Part  B  of 
the  Department  blank  at  pages  6  and  7  called  for  under  section 
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103,  subdivision  4,  of  the  amended  Insurance  Law.  You  refer 
to  the  heading  of  such  schedule  which  reads  as  follows: 

‘  Schedule  of  all  Property  (not  included  in  Real  Estate,  Mortgage  or 
Collateral  Loan  Schedules),  owned  by  the  Company  or  in  which  it  has  any 
interest,  including  all  securities,  whether  or  not  recognized  by  law  as  proper 
investments,  also  all  purchases  and  sales  of  Property  (other  than  Real 
Estate),  made  during  the  year  1906.’ 

You  then  set  forth  in  detail  all  the  property  and  securities 
owned  by  your  company  or  in  which  it  has  any  interest,  other 
than  the  classes  specifically  excepted  aboye  (Real  Estate,  Mort¬ 
gage  or  Collateral  Loan).  The  items  mentioned  by  you  are  as 
follows : 

‘Stocks  and  Bonds  (listed  in  Schedule  D,  Parts  1  and  2). 

Premium  Xotes. 

Loans  on  Policies. 

Cash. 

Interest  due  and  accrued  on  Bonds. 

Interest  due  and  accrued  on  Premium  Xotes  and  Policy  Loans. 

Interest  due  and  accrued  on  other  assets. 

Rents  due  and  accrued. 

Market  Value  of  Bonds  and  Stocks  over  Book  Value. 

Uncollected  and  Deferred  Premiums.’ 

To  the  first  item:  Stocks  and  Bonds,  to  which  you  call 
attention  as  being  required  to  be  returned  in  Schedule  D,  Part  A 
of  the  statement  blank.  They  are  required  to  be  returned  in 
said  Schedule  D  but  not  with  that  detail  required  in  Part  B  of 
the  life  blank  and  for  that  reason  a  duplication  will  be  neces¬ 
sary  as  they  must  be  returned  in  Bart  B  in  the  schedule  under 
discussion. 

Premium  Xotes  and  Loans  on  Policies  will  not  be  required 
by  the  Department  to  be  returned  in  this  schedule.  (Part  B, 
pages  6  and  7,  edition  of  1906.) 

Cash  will  not  be  required  to  be  returned  in  this  schedule. 

The  yarious  Interest  items:  Rents  and  Market  \  alue  of 
Bonds  and  Stocks  over  Book  Value,  will  not  be  required  to  be 
returned  in  this  schedule.  In  connection,  however,  with  bonds 
and  stocks,  as  you  have  been  advised,  they  will  be  required  to  be 
returned  in  this  schedule  as  in  such  schedule  appears  the  Book 
Value  and  Market  Value. 

Uncollected  and  Deferred  Premiums  will  not  be  required  to 
be  returned  in  this  schedule. 
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You  continue  with  the  suggestion  that  the  record  of  ‘  Stocks 
and  Bonds  Purchased  During  1906/  required  in  this  schedule 
will,  as  you  understand  it,  be  practically  a  duplication  of  these 
securities  furnished  in  the  schedule  on  the  preceding  page  of 
Part  B,  namely,  subdivision  5,  with  the  exception  of  the  ad¬ 
dresses  of  the  payees.  As  you  assume,  the  item  on  page  7, 
‘  Outlay  other  than  Cost/  will  be  the  same  as  ‘ Amount  of  Com¬ 
mission  ’  on  page  4.  It  is  true,  as  you  suggest,  that  there  is 
a  duplication  in  these  two  schedules.  It  is  unavoidable  in  pre¬ 
paring  the  blank  in  accordance  with  the  amended  Insurance  Law. 
The  two  items  referred  to  by  yourself  may  be  identical  and  they 
may  not  he.  The  item,  ‘  Outlay  other  than  Cost ’  may,  at  times, 
contain  other  items  than  the  ‘Amount  of  Commission.’  In  such 
cases  these  items  will  not,  as  you  assume,  he  the  same.” 

Adjustment  for  Bonds  Bought  at  a  Premium  or  at  a  Discount 

Extract  from  letter  dated  January  18,  1907,  from  the  Superintendent  to 

Security  Mutual  Life  Insurance  Company. 

“  In  further  acknowledgment  of  your  letter  of  the  14th  instant 
regarding  schedule  of  all  property,  etc.,  in  the  life  statement 
blank,  you  are  advised  that  the  part  which  you  quote:  ‘Actual 
cost  with  adjustment  if  made  for  amortization  of  premium  and 
accrual  of  discount/  does  not  require  adjustment  for  amortization 
or  accrual  unless  made  by  the  company.  We  find,  however,  that 
it  is  the  practice  of  practically  all  companies  to  make  a  suitable 
adjustment  to  bring  the  value  of  the  bonds  to  par  at  their  matur¬ 
ity.  There  are,  however,  two  or  three  different  methods  of  ad¬ 
justment,  the  best  of  them,  however,  being  as  follows,  taking 
bonds  bought  at  a  premium  for  our  example : 

‘  Calculate  the  rate  of  interest  earned  upon  the  bond,  taking  account  of 
the  price  at  which  it  was  purchased.  When  this  rate  of  interest  is  obtained, 
determine  the  sinking  fund  which  would  wipe  out  the  premium  year  by 
year  until  the  bond  matures.’ 

An  actual  example  of  this  would  make  the  matter  much  more 
clear.  Let  us  take  Boston  city  4  per  cent,  bonds,  which  mature 
1st  of  July,  1936,  and  which  could  have  been  bought  on  August 
17,  1906,  at  a  premium  of  $30  per  $1,000  bond,  plus  accrued 
interest  from  1st  July  to  August  17.  In  order  that  the  details 
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of  tiie  transaction  may  be  more  readily  seen  we  shall  assume  that 
a  large  amount  has  been  bought,  namely  $1,000,000.  By  the  use 
of  published  interest  tables,  which  your  actuary  doubtless  has  in 
his  department,  it  is  found  that  the  rate  of  interest  earned  on  this 
transaction  is  3.83  per  cent.,  making  provision  for  the  sinking 
fund  to  amortize  the  premium  of  $30,000  at  the  same  rate  of  in¬ 
terest  (3.83).  On  tiie  31st  of  December,  1906,  there  would  be 
four  months  and  thirteen  days  accrued  interest  which,  on  an 
investment  of  $1,030,000  would  be  $14,574.21,  which  is  partly  in¬ 
terest  and  partly  sinking  fund.  The  accrued  interest  on  the  31st 
December  due  to  you  is  at  the  rate  of  4  per  cent,  on  $1,000,000 
for  four  months  and  thirteen  days,  and  amounts  to  $14,777.76. 
The  difference  between  the  last-mentioned  amount  and  $14,574.21 
is  the  amortization  or  sinking  fund  ($203.55).  According  to  this 
method  the  amount  which  should  appear  in  accrued  interest  is 
$14,574.21,  the  balance  of  $203.55  being  charged  to  bond  account. 
The  book  value  of  the  bonds  on  the  31st  December,  1906,  is 
$1,030,000'  less  the  sinking  fund,  $203.55,  i.  e.,  $1,029,796.45, 
and  the  actual  cost  allowing  for  amortization  of  premium  is  the 
same. 

We  suggest  that  the  foregoing  plan  be  used  by  you  in  the 
future.” 


SUB.  5-B.  LEGAL  EXPENSES 

Schedule  of  Legal  Expenses ;  What  to  Contain 

Extract  from  letter  dated  December  13,  1906,  from  the  Superintendent  to 

The  Prudential  Insurance  Company. 

“  Your  third  inquiry  reads  as  follows  : 

‘  Schedule  5  of  Part  B,  annual  statement  [edition  of  1906] :  ‘  Legal  ex¬ 

penses  paid  in  1906.’  In  our  legal  expense  account  are  charged  expenditures 
in  connection  with  matters  before  legislative  bodies.  Are  we  to  include 
these  payments  in  Schedule  5,  also  in  Schedule  6,  or  enter  them  only  in 
Schedule  6  ?  ’ 

In  reply  to  your  inquiry:  On  page  5  of  part  B  is  a  schedule 
of  legal  expenses  paid  during  1906,  in  detail,  required  under  sec¬ 
tion  103,  subdivision  5,  of  the  amended  Insurance  Law. 

On  page  8  of  part  B  is  a  schedule  of  all  expenditures  in  con¬ 
nection  with  matters  before  legislative  bodies,  officers,  or  depart- 
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ments  of  government  during  1906  required  under  section  103, 
subdivision  6,  of  the  amended  Insurance  Law,  whether  such  ex¬ 
penditures  be  for  legal  services  or  otherwise. 

These  two  schedules  are  prepared  in  accordance  with  the  law. 
The  officers  of  the  companies  in  making  returns  in  connection 
therewith  are  expected  to  comply  with  the  spirit  of  the  law.” 

SUB.  8-B.  PAYMENT  OF  MORE  THAN  $5,000  TO  ANY  PERSON,  FIRM 

OR  CORPORATION 

All  Payments  Over  $5,000  Including  Payments  Made  to  Agents 
in  the  Nature  of  Commission  Must  be  Returned  in  Schedule  C 

Extract  from  letter  dated  January  29,  1907,  from  the  Superintendent  to 
the  Provident  Savings  Life  Assurance  Society. 

“  Your  communication  of  the  28th  instant,  referring  to  the 
proper  return  to  be  made  in  Schedule  G  of  Part  A  of  the  annual 
statement  in  connection  with  commission  payments  to  agents 
amounting  to  over  $5,000,  is  received. 

This  question  has  had  the  careful  consideration  of  the  Depart¬ 
ment  and  under  date  of  November  15th  the  Massachusetts  de¬ 
partment  was  advised  in  reply  to  the  following  inquiry :  ‘  Refer¬ 
ring  to  schedule  G,  page  16,  part  A  of  the  life  blank  (edition  of 
1906),  which  is  designed  to  cover  the  requirements  of  paragraph 
8  of  section  103  of  the  New  York  law,  permit  me  to  inquire  if 
your  Department  construes  this  schedule  to  include  commission  to 
agents  if  the  amount  paid  to  any  one  person  during  the  year  1906 
amounts  to  more  than  $5,000  * ;  that  ‘  any  person,  firm  or  corpo¬ 
ration  acting  as  agents  for  a  life  insurance  company  receiving 
commissions  of  over  $5,000  in  any  year,  must  appear  in  Schedule 
G.’” 

SUB.  8-C.  SCHEDULE  OF  SALARIES  PAID  FOR  AGENCY  SUPERVISION 

Companies  Must  Male  Return  of  All  Salaries  Paid  Any  Rep¬ 
resentative  Either  at  Rome  or  Branch  Office  or  Agency  of  the 
Company  for  Agency  Supervision 

Extract  from  letter  dated  December  13,  1906,  from  the  Superintendent  to 

The  Prudential  Insurance  Company. 

“  Your  first  inquiry  reads  as  follows: 

'  Schedule  H  of  Part  A,  annual  statement  [edition  of  1906] :  Salaries  paid 
in  the  year  1906  to  any  representative,  either  at  the  home  office  or  in  any 
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branch  office  or  agency  of  the  company  for  agency  supervision.  Is  it  your 
intention  that  we  include  in  this  schedule  salaries  paid  to  our  industrial 
department  superintendents,  assistant  superintendents,  clerks  in  their  offices, 
and  division  managers  at  the  home  office  having  charge  of  the  industrial 
superintendencies,  and  the  salaries  paid  for  agency  supervision  of  our  or¬ 
dinary  department  to  the  agency  managers  at  the  home  office  and  agencies, 
including  clerks  or  local  cashiers  in  our  ordinary  department  managers'’ 
agency  offices,  or  only  the  salaries  paid  for  agency  supervision  of  our  ordi¬ 
nary  department  to  the  agency  managers  at  the  home  office  and  agencies  ? 
When  these  salaries  amount  to  over  $5,000,  are  they  also  to  be  included  in 
Schedule  G  ?  ’  [Edition  of  1906.] 

In  reply:  Schedule  H  contemplates  the  return  of  all  salaries 
paid  in  the  year  1906  to  any  representative,  either  at  the  home 
office  or  any  branch  office  or  agency  of  the  company  for  agency 
supervision.  This  contemplates  a  return  showing  the  payment  to 
an  agency  supervisor,  not  necessarily  to  a  clerk  employed  by  such 
an  agency  supervisor.  There  is  no  distinction  made  between  the 
ordinary  and  industrial  departments  of  companies  doing  both 
classes  of  business.  The  compensation  to  an  agency  supervisor  in 
either  of  such  departments  should  appear  in  the  schedule. 
********** 

Where  the  payment  to  an  agency  supervisor  is  over  $5,000, 
such  payment  should  be  returned  in  Schedule  G.  In  such  sched¬ 
ule  is  a  proper  column  showing  the  title  of  his  position.  Any 
agency  supervisor,  either  at  the  home  office  or  at  any  branch 
office  or  agency  of  the  company  receiving  a  compensation  of  less 
than  $5,000,  should  appear  in  Schedule  H.” 

Salaries  of  Agency  Supervisors ,  How  Reported 

Extract  from  letter  dated  January  21,  1908,  from  Superintendent  to  Mutual 

Life  Insurance  Company. 

“  You  state  that: 

*  We  have  in  our  service  several  men  who  are  on  the  home  office  payroll, 
who  aid  and  assist  our  vice-president  and  superintendent  of  domestic  agen¬ 
cies  in  his  general  administrative  supervision  of  the  field.  These  men  are 
designated  as  ‘  agency  supervisors,’  but  being  home  office  employees  and  not 
men  who  report  to  the  managers,  the  question  has  arisen  as  to  whether 
the  expense  for  their  salaries  shall  be  reported  under  No.  19,  ‘Agency  super¬ 
vision,  traveling  and  all  other  agency  expenses,’  or  under  No.  21,  ‘  Salaries 
and  all  other  compensation  of  officers,  directors,  trustees  and  home  office 
employees.’ 
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The  district  managers  of  this  company  are  salaried  employees,  and  are 
engaged  in  the  supervision  of  agents  and  solicitors  in  their  territories.  They 
are  assisted  in  this  work  by  assistant  managers  and  superintendents.  Will 
you  kindly  decide  whether  the  amounts  paid  for  this  service  shall  be  reported 
under  No.  18,  ‘  Salaries  and  allowances  for  agencies,  including  managers, 
agents  and  clerks,’  or  under  No.  19,  ‘Agency  supervision,  traveling  and  all 
other  agency  expenses.’ 

I  am  of  the  opinion  that  the  compensation  of  the  assistants 
to  jour  second  vice-president  should  be  charged  to  item  jSTo.  21 
of  page  3  of  the  annual  statement,  and  that  of  the  district  man¬ 
agers  engaged  in  the  supervision  of  agents  should  be  charged  to 
item  Eo.  19  and  also  included  in  Schedule  ‘  H  7  of  the  state¬ 
ment.71  [Edition  of  1906.] 

SUB.  9.  LARGEST  BANK  BALANCES  DURING  EACH  MONTH  OF  THE 

YEAR 

Instructions  for  Making  Returns  on  Blank 

Extract  from  letter  dated  December  21,  1906,  from  the  Superintendent  to 
The  Columbian  National  Life  Insurance  Company. 

“  Your  letter  of  the  20th  instant  regarding  Schedule  E  in 
Part  A  of  the  annual  statement  blank  [edition  of  1906],  which 
calls  for  a  showing  of  the  largest  balances  carried  in  each  bank 
during  each  month  of  the  year,  is  received.  This  schedule  is 
required  hj  the  ninth  subdivision  of  section  103  of  the  amended 
Insurance  Law  of  this  State,  which  reads :  ‘  The  largest  balances 
carried  in  each  bank  or  trust  company  during  each  mouth  of  the 
year.7 

This  necessarilv  means  that  all  of  the  banks  and  trust  com- 

«/ 

panies  with  which  you  have  deposits  shall  he  listed  and  at  any 
month  in  the  year,  where  there  is  a  balance  deposited  with  such 
banks  and  trust  companies,  such  balance  shall  be  shown  and  that 
the  day  of  the  month  when  the  largest  balance  is  on  deposit  shall 
be  the  day  used  for  the  return. 

Your  suggestion  that  in  totaling  these  balances,  representing 
different  days  in  the  month,  you  have  an  improper  showing,  is  a 
fact.  In  preparing  the  final  revise  of  the  blank  this  ‘  total 7  was 
through  an  inadvertence  added.  The  return  should  be  made  in 
accordance  with  the  instructions  contained  in  this  letter  and  the 
‘total7  should  be  eliminated.77 
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SUB.  ll-B.  MARGINS  UPON  PREMIUMS 

Mortality  Gains  by  the  Select  and  Ultimate  Method ,  How 

Computed 

Extract  from  letter  dated  January  27,  1903.  from  the  Attorney-General  to 

the  Superintendent  of  Insurance. 

“  *  *  *  The  so-called  ‘  instructions/  to  which  objection  is 

made,  are  contained  in  Schedule  Q  of  the  annual  statement  forms, 
which  schedule  relates  to  the  margins  and  expenses  for  the  first 
year  of  insurance,  and  are  as  follows: 

Mortality  Gains  by  the  Select  and  Ultimate  Method 

1.  As  to  all  policies  where  such  gain  computed  by  the  formula  exceeds  the 
net  premium  (Am.  Ex.  3*4  per  cent.)  less  one-half  yqx  (Am.  Ex.  344  per 
cent.),  the  excess  of  said  net  premium  over  said  one-half  vqx  is  to  be  taken 
as  the  gain;  in  other  cases  the  full  gain  is  to  be  taken. 

2.  As  to  all  policies  issued  in  1907  and  terminated  in  1907,  the  proportion¬ 
ate  part  of  the  entire  gain  by  the  Select  and  Ultimate  method,  corresponding 
with  the  portion  of  the  annual  premium  received,  is  to  be  included. 

This  schedule  and  the  instructions  accompanying  it  are  pre¬ 
pared  in  accordance  with  the  provisions  of  subdivision  11  of  sec¬ 
tion  103  of  the  Insurance  Law,  as  enacted  by  chapter  326  of  the 
Laws  of  1906.  *  *  * 

The  obvious  purpose  of  this  requirement  is  to  enable  the 
Superintendent  of  Insurance  to  ascertain  whether  the  limitation 
upon  the  amount  which  may  be  expended  by  life  insurance  corpo¬ 
rations  in  procuring  new  business,  contained  in  section  97  of  the 
Insurance  Law,  has  been  complied  with.  *  *  * 

The  insurance  companies  *  *  *  contend  that  this  section 

prescribes  the  measure  of  a  fund,  the  total  of  which  may  be  used 
by  them  for  the  purposes  enumerated,  regardless  of  the  provisions 
of  any  other  section  of  the  Insurance  Law ;  that  it  is  a  limitation 
upon  the  total  expenditure  but  is  not  a  limitation  upon  the  ex¬ 
penditure  of  any  particular  agent  or  as  to  any  particular  policy. 
This  construction  is  directly  contrary  to  the  construction  placed 
upon  this  section  by  the  Appellate  Division  of  the  Supreme  Court, 
Third  Department,  in  the  case  of  Boswell  v.  Security  Mutual  Life 
Insurance  Co.,  reported  119  App.  Div.  723.  *  *  * 

It  is  the  clear  duty  of  this  office,  in  advising  a  Department  of 
the  State  government,  to  follow  the  judicially  construed  meaning 
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of  legislative  enactments.  Sections  84,  97  and  103  of  tEe  In¬ 
surance  Law  in  their  present  form  were  enacted  by  chapter  326 
of  the  Laws  of  1906,  known  as  the  Armstrong  bill,  and  all  must 
he  construed  and  read  together  as  they  constitute  one  compre¬ 
hensive  scheme  of  remedial  legislation.  Under  date  of  November 
21,  1907,  I  submitted  to  you  an  opinion  as  to  the  construction  of 
sections  84  and  97  of  the  Insurance  Law  and  under  the  ruling  in 
the  Boswell  case  and  the  logical  deductions  therefrom,  I  see  no 
reason  to  modify  the  views  therein  expressed.  The  first  ‘  instruc¬ 
tion/  as  above  quoted,  is  in  conformity  to  that  opinion  and  I  be¬ 
lieve  it  to  be  in  accordance  with  the  provisions  of  the  statute. 

As  to  the  second  ‘  instruction  7  above  quoted,  however,  I  am  of 
the  opinion  that  the  same  is  not  warranted  by  the  statute.  Section 
97  expressly  permits  the  use  by  the  company  of  the  aggregate 
amount  derived  from  the  ‘  total  loadings  7  and  from  ‘  the  present 
values  of  the  assumed  mortality  gains  for  the  first  five  years  of 
insurance  on  the  policies  on  which  the  first  premium,  or  install¬ 
ment  thereof,  has  been  received  during  said  calendar  year.’  I 
can  see  nothing  in  this  language  permitting  the  limitation  of  these 
so-called  gains  to  a  ‘  proportionate  part  7  thereof.  The  statute 
plainly  says  that  the  whole  gain  is  available  if  any  installment  of 
the  premium  has  been  paid.  The  only  limitation  is  that  covered 
by  my  former  opinion,  namely,  that  there  first  must  be  set  aside 
from  the  premiums  received  an  amount  sufficient  to  pay  the  cost  of 
carrying  the  policy  at  select  rates  to  the  date  when  the  next 
premium  or  installment  thereof  is  due;  and  the  whole  of  the  bal¬ 
ance  of  the  premium  actually  received  by  the  company  would 
seem  to  be  available  to  the  company  as  a  ‘  margin  7  under  section 
103,  provided,  of  course,  that  such  balance  does  not  exceed  the 
‘  margin  7  permitted,  that  is,  the  aggregate  of  the  loadings  and 
the  assumed  gain.  *  *  * 77 

Interpretation  of  the  Language  of  Section  97  of  the  Insurance 

Law  as  Applied  to  Schedule  “  Q  ” 

Extract  from  letter  dated  October  23,  1908,  from  the  Superintendent  to 
J.  H.  Woodward,  Auditor  and  Assistant  Actuary,  New  York  Office  Insurance 
Department,  State  of  New  York. 

“  Your  favor  of  the  21st  instant  relating  to  the  interpretation 
which  is  to  be  placed  by  the  Department  upon  the  language  of 
Yol.  V  — 13 
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section  97  of  the  Insurance  Law,  has  been  received.  I  quote  from 
your  letter  the  following: 

‘  Under  the  instructions  appended  to  Schedule  Q  covering  the  business  of 
1907,  as  well  as  under  various  Department  rulings,  the  information  to  be 
set  forth  therein  is  upon  the  basis  of  premiums  on  policies  issued  in  1907, 
which  were  either  collected  in  1907,  or  outstanding  or  deferred  on  December 
31st  of  that  year.  All  items  received  or  disbursed  in  1907,  which  pertained 
to  policies  issued  in  1906,  were  excluded. 

If  this  schedule  were  put  on  the  so-called  cash  basis  for  the  year  1908, 
it  would  of  course  mean  that  the  loadings  on  all  hrst-year  premiums  actually 
collected  in  1908,  whether  or  not  the  policy  was  issued  in  the  year  previous, 
would  be  included  in  the  calculation  and  that  loadings  on  semi-annual  and 
quarterlies  outstanding  or  deferred  December  31,  1908,  on  issues  of  1908, 
would  be  excluded.  As  to  mortality  gains,  I  suppose  it  would  mean  that 
a  full  year’s  mortality  gain  should  be  included  on  all  policies  where  the 
first  premium  or  instalment  thereof  is  actually  collected  in  1908,  using  the 
proportional  gain  in  cases  of  terminated  policies.  The  commissions  would 
be  those  paid  or  to  be  paid  on  all  premiums  actually  collected  in  1908  and 
the  medical  fees  those  payments  in  1908  which  pertain  to  new  business.’ 

The  ruling  contained  in  my  letter  to  the  Metropolitan  Life 
Insurance  Co.,  dated  July  9,  1906,  and  the  instructions  appended 
to  Schedule  Q  covering  the  business  of  1907,  were  worded  to  fit 
the  then  circumstances  of  the  case,  and  with  the  knowledge  that 
they  would  necessarily  have  to  be  modified  after  the  first  year. 

I  would  advise  you  that,  beginning  with  the  business  of  the 
current  year,  Schedule  Q  should  be  made  up  in  accordance  with 
the  second  paragraph  quoted  from  your  letter.” 

Interpretation  of  the  Language  of  Section  97  of  the  Insurance 
Law  as  Applied  to  Schedule  “  Q  ”  for  1908 

Extract  from  letter  dated  April  29,  1908,  from  the  Superintendent  to  The 

Travelers  Insurance  Company. 

“  Your  favor  of  the  23d  inst.  was  received  by  due  course  of 
mail ;  in  full  it  reads  as  follows : 

£  In  the  instructions  for  making  up  Schedule  Q  of  the  annual  life  state¬ 
ment  for  1907,  your  Department  stated  that  the  calculations  for  expenses 
and  allowances  on  first  year’s  business  were  to  be  based  upon  policies  issued 
and  paid  for  in  1907.  This  would  mean  that  a  policy  issued  in  1906  and 
paid  for  in  1907  was  not  to  be  included.  I  assume  that  your  ruling  was 
based  upon  several  points  in  the  Insurance  Law  of  1906,  among  others  the 
first  part  of  section  97  (Limitation  of  expenses):  ‘No  domestic  life  insur¬ 
ance  company  shall  in  any  calendar  year  after  the  year  1906,’  also  in  section 
84  a  part  of  the  third  sentence  is  as  follows :  ‘  Provided  that  the  legal 
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minimum  valuations  of  all  contracts  issued  on  and  after  tlie  first  day  of 
January,  1907,  shall  be,’  etc.  I  conclude,  therefore,  that  you  used  the  words 
‘  issued  and  paid  for  ’  because  you  did  not  think  the  law  should  apply  in  any 
way  to  any  period  preceding  1907.  Inasmuch  as  the  instructions  restricted 
to  business  issued  and  paid  for  in  any  particular  year  would  mean  that  if 
applied  to  1908,  or  to  any  future  year,  the  business  issued  in  one  year  and 
paid  for  in  another  year  would  be  entirely  left  out,  and  inasmuch  as  limita¬ 
tion  of  expenses  in  section  97  refers  to  £  the  policies  on  which  the  first 
premium  or  instalment  thereof  has  been  received  during  said  calendar  year,’ 
I  assume  that  in  making  up  Schedule  Q  for  the  year  1908  and  in  the  inter¬ 
pretation  of  section  97  in  general,  as  far  as  first  year’s  expenses  are  con¬ 
cerned,  those  policies  are  to  be  considered  on  which  the  first  premium  or 
first  instalment  thereof  has  been  received  during  said  calendar  year;  and  I 
assume  that  the  calculations  are  not  to  be  confined  to  policies  issued  and 
paid  for  during  the  year  as  in  the  case  of  1907. 

*  I  shall  be  glad  to  know  if  this  is  your  interpretation  of  the  law.’ 

To  this  my  reply  is  in  the  affirmative.” 


Mortality  Gains  by  Select  and  Ultimate  Method  of  Valuation  in 

Schedule  “  Q  ” 

Extract  from  letter  dated  June  10,  1909,  from  the  Attorney-General  to  the 

Superintendent  of  Insurance. 

*********** 

“  I  advise  you  that  under  the  decision  of  the  Court  of  Appeals 
(Boswell  v.  Security  Mutual  Life  Insurance  Co.,  193  Y.  Y.,  p. 
465)  this  section  (97  of  the  Insurance  Law)  is  to  have  no  effect 
whatever  upon  contracts  with  agents  entered  into  before  its  pas¬ 
sage.  *  *  * 

The  mortality  gains  (by  Select  and  Ultimate  method)  re¬ 
ported  in  Schedule  Q  of  the  annual  report,  need  not  include  such 
gains  acquired  through  an  agent  holding  a  contract  not  subject  to 
section  97,  because  they  have  no  effect  one  way  or  another  upon 
the  amount  which  the  company  can  expend  for  new  business. 

In  considering  this  question  it  should  he  borne  in  mind  that 
not  every  contract  which  antedates  the  enactment  of  this  section 
(97)  is  excluded  from  its  limitations.  Only  those  contracts  so 
entered  into  which  have  a  definite  period  to  run,  which  has  not 
yet  expired,  are  so  exempt.” 

(See  the  opinion  in  full,  beginning  at  page  60,  Part  V  of  1909.) 
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SUB.  11-C.  FOREIGN  CORPORATIONS 

Separate  Statement  Required  in  Reporting  Participating  and 

N on-participating  Business. 

Companies  now  issuing  non-participating  policies  which  in  the 
past  issued  both  participating  and  non-participating,  required  to 
make  separate  statement  of  profits  and  losses  with  reference  to 
participating  and  non-participating  business  in  annual  report. 
(See  Op.  A.  G.  Sept.  7,  1906.) 

Separate  Statement  of  Pt'ofit  and  Loss ,  etc.,  on  Participating  and 
Non-Participating  Policies  Issued  by  Foreign  Corporations 
Must  be  Made 

Extract  from  letter  dated  September  28,  1906,  from  the  Superintendent  to 

The  National  Life  Insurance  Company. 

“  The  » language  of  the  subdivision  is  mandatory,  and  your 
company  will  be  required  to  make  a  separate  statement  of  profits 
and  losses,  etc.,  with  reference  to  your  participating  and  to  your 
non-participating  business.” 

Separate  Statement  of  Profit  and  Loss  Exhibit  on  Participating 
and  Non-Participating  Policies  Not  Necessary  When  Foreign 
Company  Has  Discontinued  Use  of  One  Form 

Extract  from  letter  dated  January  8,  1907,  from  the  Superintendent  to  The 
Mutual  Benefit  Life  Insurance  Company,  referring  to  section  102  and  sub¬ 
division  11  of  section  103. 

“  Heading  these  provisions  together  I  am  of  the  opinion  that 
foreign  life  insurance  companies  of  other  States  formerly  issuing 
both  participating  and  non-participating  policies,  and  which  on 
the  1st  inst.  discontinued  issuing  one  of  these  forms,  will  not 
have  to  make  the  ‘  separate  statements  ’  mentioned  in  the  sub¬ 
division  referred  to  above.” 

SUB.  12.  GAINS  ON  POLICIES  WRITTEN  AFTER  1906 

Meaning  of  the  Word  "  Written  ”  in  Section  103,  and  “  Issued  ” 

in  Sections  83  and  102 

(See  ruling  of  Jan.  8,  1907,  §  83,  sub.  1.) 
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Section  110  —  Incorporation 

Automobile  Collision  Insurance  Prohibited  Under  Section  110 

Extract  from  letter  dated  March  14,  1908,  from  the  Attorney-General  to  the 

Superintendent  of  Insurance. 

“  It  is  mv  opinion  that  such  insurance  is  permitted  by  com¬ 
panies  incorporated  under  section  70  and  (or)  section  150,  but 
not  by  those  incorporated  under  section  110.” 

Section  141  —  Rate-Making  Associations 

Group  Insurance ;  When  Reduction  in  Rates  C onstitutes  a 

Discrimination 

Extract  from  letter  dated  January  28,  1913,  from  the  Superintendent  to  the 

Standard  Accident  Insurance  Company. 

“  Supplementing  our  letter  to  you  under  date  of  the  7th  inst., 
and  in  reply  to  your  communication  of  Dec.  31st,  you  are  advised 
that  it  is  our  opinion  that  the  insurance  of  all  of  the  employees  of 
a  factory  at  a  uniform  rate,  calculated  to  represent  the  fair  aver¬ 
age  of  risk  presented  by  the  individual  group,  would  constitute  a 
discrimination  in  favor  of  one  individual  and  against  another  in 
the  group  which  would  come  within  the  prohibition  of  section 
141  of  the  Insurance  Law.” 

(See  also  §  89,  sub.  4.) 
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Accident  insurance:  page 

disablement  or  disability  insurance  distinguished  from .  219 

foreign  company  doing  life  and  accident  business  must  deposit  maximum 

amount .  203 

method  of  computing  liability  loss  reserve  by  companies  writing .  235 

Accident  or  health  insurance : 

commissions  on  agent’s  or  broker’s  own .  249 

corporation  may  obtain  agent’s  certificate  to  represent  companies .  261 

distinguished  from  health  insurance .  201 

distribution  of  25  cent  coupons  towards  payment  of  premium  on,  constitutes 

a  rebate .  255 

Accident  policies: 

commissions  on  life  certificates  sold  with .  292 

company  doing  health  insurance  business  cannot  reinsure .  201 

Accumulations,  foreign  and  domestic,  for  insured  exempt  from  taxation .  204 

Action,  attempt  to  limit  time  for  action  on  policy  to  one  year  prohibited .  267 

Actuary  acting  as  advisor  must  have  agent’s  certificate .  260 

Administration  ticket,  vacancies  in,  how  filled .  271 

Admission  of  foreign  corporations: 

capital  paid  in  by  foreign  life  corporation  immaterial  if  proper  deposit  is  made  203 

charter,  foreign  corporation  must  file  copy  of .  203 

company  combining  banking  and  life  insurance  business  may  not  be  admitted.  220 

deposits  of . 202-3 

legal  reserve  non-participating  life  company  on  non-mutual  basis  may  be 

admitted .  373 

mutual  life  company  may  not  be  admitted  as  a  stock  company .  220 

statutes,  foreign  life  corporation  must  comply  with  foreign  statute  prior  to .  .  202 
See  also  Foreign  corporations. 

Advances  to  agent . 323-25 

and  loan  synonyms .  324 

against  first  year  commissions . 325-26 

against  renewal  commissions  prohibited . 324,  325 

Advertising  literature: 

for  delivery  after  Jan.  1,  1910,  should  conform  to  present  law .  350 

illustration  and  circulation  of  dividends . 214-18 

use  of  term  “New  York  State  official  policies  ”  prohibited .  356 

Advisory  board,  renewal  commission  to,  not  a  rebate .  250 

Age,  antedating  of  policies . 241-46 

where  privilege  is  offered  to  every  applicant,  no  discrimination .  241 

Age  of  insured  misstated . 363-64 

Agency  supervisor . 322-23 

agent  receiving  commission  may  not  receive  salary  as .  293 

renewal  commissions  to . 322,  323 

schedule  of  salaries  paid  for . 381-83 
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Agents:  page 

ante-dating  policies . 241-46 

bonuses,  prizes  and  rewards  to . 296-304 

certificates  of  authority . 258-66 

cover  only  corporation  designated .  209 

to  foreign  companies .  209 

life  agents,  may  not  be  issued  to  corporations  or  partnerships .  261 

commissions,  see  Commissions. 

compensation  of . 293-96 

director  may  act  as .  289 

expense  limitations . 274-328 

applies  to  each  individual  agent . 276,  287-88,  312 

applies  to  foreign  agents . 326-28 

expirations  belong  to .  219 

loans  or  advances  to . 323-25 

against  first  year’s  commissions . 325-26 

against  renewal  commissions  prohibited . 324,  325 

rebates . 247-57 

renewal  commissions . 304^15 

commutation  of . 315-22 

salaries . 293-96,  329 

sharing  commissions . 262-63 

taxation  of  premiums .  204 

twisting . 218-19 

See  also  Sub-agents. 

Amendment : 

of  certificates .  210 

of  1909,  increasing  number  of  renewal  commissions .  314 

1907  amendments,  effect  of  on  stock  companies .  270 

American  Experience  Table: 

adoption  of  by  Superintendent  for  valuation  of  waiver  of  premium  on  per¬ 
manent  disability .  229 

adoption  of  for  valuation  of  foreign  policies . 230-32 

valuations  of  joint  life  and  last  survivor  insurance .  232 

See  also  Select  and  Ultimate  method  of  valuation. 

Amortization,  life  companies  doing  business  in  the  State  must  amortize  bonds. .  .  200 

Annual  dividend  policies . 221 

See  also  Deferred  dividend  policies. 

Annual  premium  policies  may  not  be  paid  for  in  monthly  installments .  255 

Annual  reports,  see  Reports. 

Annuitant,  beneficiary  in  installment  policy  may  not  be  designated  as .  357 

Annuity  contracts: 

application  for  may  be  accepted  from  non-licensed  persons .  259 

deferred,  additional  options  in .  213 

defined . 213,  373 

misstatement  of  age  provision  in .  363 

not  subject  to  provisions  of  §§  96  and  97  except  as  to  expenses . 272,  281 

restricting  payments  under  (old  §  101) .  344 

section  89,  forbidding  discriminations,  applies  to .  241 

standards  of  valuation  for .  233 

Weber  annuities  bill .  238 
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PAGE 

Antedating  policies . 241-46 

r~  where  priviledge  is  offered  to  every  applicant,  no  discrimination . ;  241 

Applications : 

for  agent’s  certificate  of  authority: 

form  of .  265 

rulings  on . 263-64 

for  annuity  contract .  259 

for  insurance  policies: 

form  of . 213,  348,  351-2 

law  in  force  at  date  of,  will  control  the  contract  (old  §  101) .  334 

life  or  endowment  insurance,  applications  for  delivery  after  Jan.  1, 

1910,  should  conform  to  present  law .  350 

made  part  of  policy  contract . 212,  361-62 

made  prior  to  1907,  when  premiums  to  be  included  in  expense  compu¬ 
tations  .  278 

waiver  in  void .  213 

waiver  of  lapse  or  forfeiture  provisions  in  void .  238 

waiver  of  right  to  have  medical  examination  treated  as  confidential  void.  354 

Architect,  director  may  not  act  as,  in  construction  of  home  office  building .  206 

Assessment  companies: 

may  not  insure  infant .  211 

revaluation  of  policies  on  reorganization  of .  210 

Assets,  what  shall  be  allowed  as .  235 

Assignee,  premium  may  be  paid  by .  289 

Assignment : 

company  selling  bonds  on  installment  plan  may  pay  premium  on  life  policy 

and  take .  288 

of  policy  effective  between  the  parties  without  notice  to  company .  266 

Assumption,  words  “  policies  of  reinsurance”  in  §  96  cover  cases  of .  273 

Attorney  for  unauthorized  foreign  company,  Superintendent  should  not  file 

designation  of .  203 

Automatic  feature  of  applying  dividends  not  compulsory  on  foreign  life  companies  226 

Automobile  collision  insurance .  220 

Aviation  risks,  exception  in  incontestable  clause  may  not  be  extended  to  cover .  .  360 

Bank  balances,  largest  during  each  month  of  the  year,  reports  of .  383 

Bank  officials  and  employees  as  a  class,  reduction  in  rate  of  premiums  to  pro¬ 
hibited . ' .  239 

Banker,  employment  of  for  purpose  of  procuring  prospects,  does  not  constitute 

a  discrimination .  252 

Banking  and  life  insurance  business  may  not  be  combined .  220 

Banquet  to  agents  prohibited .  302 

Basis  of  values  should  be  stated  in  policy .  365 

Beneficiary : 

in  installment  policy,  may  not  be  designated  as  annuitant .  357 

may  be  an  institution .  211 

Benefit  funds,  taxation  of .  204 

Birthdays  and  insurance  information,  office  help  obtaining  must  have  agent’s 

f  certificate .  258 

Board  contracts  prohibited .  251 
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Bonds:  page 

appraisal  of  market  value  of  by  Superintendent .  208 

bought  at  a  premium  or  at  a  discount,  adjustment  for .  379 

exchange  of .  199 

investment  in . 197-200,  205,  289,  330-32 

life  companies  doing  business  in  the  State  must  amortize .  200 

U.  S.  government  bonds,  when  accepted  by  foreign  government  Superin¬ 
tendent  may  accept  their  securities .  202 

Bonuses,  prizes  and  rewards . 296-304 

Boswell  v.  Security  Mutual  Life  Insurance  Company  holding  §  97  not  to  be 

retroactive .  275 

Brokerage  on  agent’s  own  life  policy .  247 

Brokers : 

applications  for  annuities  may  be  accepted  from  non-licensed .  259 

commissions  on  life,  health  and  accident  policies  of .  249 

director  cannot  act  as  in  purchase  of  securities .  205 

Building  lot: 

gift  of  to  prospective  policyholders  prohibited .  252 

giving  of  tickets  or  chances  upon  to  purchasers,  prohibited.... .  257 

Burial  and  undertaking  contract  constitutes  insurance .  195 

Business : 

belongs  to  company,  expirations  to  agents .  219 

commissions  based  on  amount  of . 296-304,  307 

company  not  required  to  segregate  business  between  assessment  and  legal 

reserve .  207 

limitation  of  new . 272-73 

Button,  gift  of  to  agents  allowed .  304 

C  forms,  use  of  for  antedating  policies  prohibited .  241 

Cancellation  clause  in  wife  insurance  policy  disapproved .  364 

Capital : 

investment  of . 197-200,  330-32 

paid  b}r  foreign  life  corporation  immaterial  if  proper  deposit  is  made .  203 

Capital  stock: 

reduction  in .  221 

subscription  to  prior  to  admission  allowed .  221 

Cash  surrender  values: 

on  lapsed  policies,  discriminations  in  prohibited .  240 

in  policy  contracts .  237 

standard  policy  may  contain  table  of  (old  §  101) .  340 

Cashiers,  present  commissions  may  be  paid  to  if  determined  in  advance .  295 

Certificate  of  authority  to  do  business,  Superintendent  may  dispense  with  publi¬ 
cation  of .  203 

Certificate  of  incorporation: 

amendments .  210 

must  contain  definite  number  of  directors .  196 

Certificates,  nomination,  proxy  only  covers  directors  named . .  270 

Certificates  of  authority,  agents’ . 258-66 

cover  only  corporation  designated .  209 

to  foreign  companies .  209 

life  agents,  may  not  be  issued  to  corporations  or  partnerships .  261 

Certificates.  See  also  Policies. 
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Charter  of  foreign  corporation:  page 

construed  strictly  against  incorporators .  220 

copy  of,  must  be  filed .  203 

foreign  corporation  can  only  act  as  agent  when  authorized  by .  209 

Children’s  endowment  policies,  provisions  applicable  to .  353 

Church  debt,  agreement  to  pay  if  members  will  take  out  insurance  prohibited . .  252 

Claim  period,  shortening  of  limitation  of  in  policj"  form,  disapproved .  353 

Class : 

defined .  238 

discriminations . 238-41 

Clerks: 

licensed,  may  receive  renewal  commissions .  309 

present  commissions  may  be  paid  to,  if  determined  in  advance .  295 

regularly  employed  under  salary,  commissions  not  to  be  paid  to . 293 

Club,  see  Life  club. 

Collateral  improvement  notes,  investment  in .  330 

Collateral  loans: 

must  be  made  by  board  of  directors .  332 

schedule  of  in  annual  statement . 375-77 

Collateral  security,  defined .  330 

Collection  fee: 

cannot  be  paid  on  premiums  on  which  renewal  commissions  are  paid .  306 

commutation  including  approved .  316 

Collection  of  renewals,  cost  of  may  be  charged  to  estate  of  deceased  agent .  311 

Commissions : 

agency  supervisor . 293,  322-23 

agents . 247-49,  285-93 

bonuses,  prizes  and  rewards . 296^-304 

compensation  of  agent  must  be  determined  in  advance . 293-96 

first  year’s  expenses . 277-82 

limitation  applies  to  each  individual  agent . 276,  287-88,  312 

loans  and  advances  to  agent . 323-26 

advance  and  loan  synonyms .  324 

payment  of  to  non-licensed  persons . 259,  260 

renewal,  see  Renewal  commissions. 

sharing  of . 250,  262-63 

Commutation  of  renewal  commissions . 315-22 

Commuted  value  of  installment  policy  and  aggregate  of  installments  certain .  .  .  358 

Compensation  of  agents . 293-96 

Competent  proof,  defined .  197 

Computations  for  expense  to  be  made  by  calendar  years .  277 

Consideration  must  be  expressed  in  policy  contract .  257 

Contracts : 

application  made  part  of . 212,  361-62 

board  contracts  prohibited .  251 

insurance  contract  defined .  195 

immaterial  in  calculating  expenses  whether  contract  be  made  with  general 

or  sub-agents .  285 

life  insurance  company  may  contract  with  agent  for  period  exceeding  one 

year . 296 

life  or  health  insurance .  220 

Nylic  for  agent’s  contract  not  within  prohibition  against  bonuses,  prizes  and 
rewards .  302 
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Contracts  —  Continued:  page 

policy  to  contain  entire . 212-14 

of  reinsurance  legal  if  original  policy  is  legal .  202 

renewal,  of  special  agent  with  manager .  309 

Select  and  Ultimate  method  not  to  be  applied  to  reinsurance  contract .  2S4 

See  also  Annuity  contracts;  Policies. 

Convention,  traveling  expenses  of  agent  to  may  not  be  paid .  300 

Co-partnership,  see  Partnership. 

Corporate  name,  adoption  of  similar .  196 

Corporation : 

agent’s  certificate  of  authority  covers  only  designated .  209 

may  accept  commissions  earned  by  members .  250 

obtaining  of  agents’  certificates  by .  261 

reorganization  of  existing .  210 

where  commissions  to  exceed  S5,000,  must  be  returned  in  schedule  G .  381 

See  also  Foreign  corporations. 

Correspondence  of  Superintendent .  195 

Counsel  of  Department,  instructions  to .  207 

Coupons,  distribution  of  25  cent  constitutes  a  rebate .  255 

Creditor  may  not  insure  life  of  debtor  .  210 

Criminal  prosecution;  witness  on  examination  not  immune  from .  207 

Dating  back  of  policy . 241-46 

Debtor,  creditor  may  not  insure  life  of .  210 

Deferred  annuity  contracts,  endorsement  giving  additional  options  in .  213 

Deferred  dividend  policies . 221-23 

existing  deferred  dividend  policies .  223 

issued  in  1907,  but  applied  for  and  premium  paid  in  1906,  not  to  be  included 

in  computation .  279 

in  mutual  company  issued  in  1906,  but  not  completed  until  1907  (old  §  101).  334 

removal  of  lien  under  (old  §  101) .  335 

Definitions: 

accident  and  health  insurance  distinguished .  201 

adequate  collateral  security .  330 

advance  and  loan .  324 

annuities . 213,  373 

class .  238 

competent  proof .  197 

date  of  issue . 361 

disability  or  disablement  and  accident  insurance  distinguished .  219 

government . 199,  330 

group  insurance  and  rebates  distinguished .  255 

improved  real  property .  196 

industrial  insurance  (old  §  101) .  337 

installment  of  premiums .  282 

insurance  contract .  195 

issued : 

in  standard  provisions .  361 

used  in  §  96 .  272 


used  in  §§  83  and  102,  synonymous  with  “  written  ”  used  in  §  103.  . .  221 
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Definitions  —  Continued:  page 

loan  and  advance  synonyms . 324 

mutual  and  stock  companies,  statute  does  not  distinguish  between .  372 

on  its  behalf,  occuring  in  §  97 .  276 

policies  of  reinsurance  in  §  96 .  273 

pure  endowment .  352 

Select  and  Ultimate  method .  227 

survivorship,  term  “  annuities  ”  includes .  373 

Deposit  of  securities . 196-97 

acceptance  of  purchase  money  mortgages  as .  198 

amount  and  kind  required  of  foreign  corporations . 202-203 

excess  may  be  returned .  221 

Directors : 

authorization  of  investment  by  board  of .  332 

certificate  of  incorporation  must  contain  definite  number  of .  196 

election . 267-72 

may  act  as  agent  of  an  insurance  company .  289 

pecuniar}1-  interest  in  transactions . 20-M) 

pension  to  forbidden .  329 

purchase  of  securities  by,  to  meet  foreign  obligations .  199 

Disability  or  disablement  and  accident  insurance  distinguished .  219 

Disability  provision  and  waiver  of  premiums . 229,  358 

Discriminations . 238-58 

against  policyholders  in  payment  of  dividends .  224 

when  reduction  in  rates  constitutes .  389 

Dissolution,  disposition  of  deposits  on . 196-97 

Dividend  policies: 

annual .  221 

company  may  make  non-participating  dividend  addition  to  policies  issued 

prior  to  1907  . 373 

deferred . 221-23 

existing  deferred .  223 

issued  in  1907  but  applied  and  paid  for  in  1906  not  to  be  included  in 

computation .  279 

in  mutual  company  issued  in  1906  but  not  completed  until  1907  (old 

§  101) .  334 

removal  of  lien  under .  335 

Dividends : 

applied  to  payment  of  premiums .  365 

distribution  to  policyholders . 221-27 

in  foreign  policies . 226-27 

on  examination,  Department  should  treat  company’s  action  in  declaring 

as  proper .  206 

illustration  of;  circulation  of . 214-18 

See  also  Surplus. 

Double  American  standards,  to  be  used  in  countries  where  Tropical  scale  is  used.  228 

Efficiency,  prizes  based  on  may  not  be  given .  299 

Election : 

of  directors . 267-72 

policy  cannot  defeat  right  of  election  to  direct  manner  of  payment  of  dividends  224 
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Employees:  page 

group  insurance  and  rebates  distinguished .  255 

office  help  obtaining  birthday  and  insurance  information  must  have  agent’s 

certificate .  258 

pension  fund  may  be  established  for .  329 

renewal  commissions  may  not  be  paid  to  salaried .  295 

writing  as  a  class  at  a  lesser  premium  prohibited .  239 

Employers’  liability  policies,  method  of  computing  reserve  on .  235 

Endorsements  on  standard  forms . 212-13,  334 

additional  installment  options .  341 

for  optional  decreasing  insurance  and  payment  of  proceeds  in  installments 

(old  §  101) .  342 

for  standard  policies  to  cover  case  of  preliminary  term  insurance  (old  §  101) .  345 

concerning  table  of  loan  and  surrender  values  (old  §  101) . 338-40 

Endowment  policies: 

change  from  term  policy,  commissions  and  renewals  on .  291 

children’s,  standard  provisions  applicable  to .  353 

deferred  dividend  policy  may  be  changed  to .  222 

forms  of  for  delivery  after  Jan.  1,  1910,  should  conform  to  present  law. . . .  350 

surrender  value  substandard  risk .  364 

valuation  of  in  Tropical  and  Semi-Tropical  countries .  228 

Endowments,  pure: 

to  be  considered  as  insurances . . .  352 

proposed  changes  in  form  of  (old  §  101) .  344 

valuation  of  policies  issued  on  underaverage  lives .  228 

Equitable  Life  Assurance  Society,  policyholders  of  may  not  participate  in  election 

of  additional  directors .  270 

Estimates  prohibited . 214-19 

Examiners,  state,  expenses  of  not  limited  by  §  97 .  285 

Examiners  and  examinations . 206-8 

Excess  deposits,  see  Deposit  of  securities. 

Excess  valuations,  reports  of . 234-35 

Exchange  of  bonds  or  securities . 197,  199 

Expense  limitations . 274-328 


See  also  Agency  supervisor;  Bonuses,  prizes  and  rewards;  Commissions;  Com¬ 
mutation  of  renewal  commissions;  Compensation  of  agents;  First  year’s  ex¬ 
penses,  loading  and  mortality  savings;  Foreign  corporations;  Loan  or 
advance  to  agents;  Renewal  commissions;  Retroactive,  provisions  of  §97 


not;  Select  and  Ultimate  method  of  valuation;  Stock  companies. 

Expenses,  legal .  380 

Expirations  belong  to  agent .  219 

Extra  hazards,  valuation  of . 227-30 

endorsement  covering  may  be  used  in  standard  policj7’ . ! .  212 

standards  adopted  by  Superintendent  in  cases  of  invalid  lives  and  other  extra 

hazards  construed  as  legal  minimum .  229 

Fee,  collection: 

cannot  be  paid  on  premiums  on  which  renewal  commissions  are  paid .  306 

commutation  including  approved .  316 

Field  canvassers  obtaining  birthdays  and  insurance  information,  agent’s  certifi¬ 
cate  required  of .  258 

First  year’s  expenses,  loading  and  mortality  savings . 277-82 

Foreclosure,  sales  to  company  on  should  appear  in  report .  374 

Foreign  agents,  expense  limitations  apply  to .  327 
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Foreign  corporation:  page 

as  agent .  209 

banking  and  insurance  corporations  may  not  be  admitted .  220 

capital,  amount  paid  in  immaterial  if  deposit  is  made . .  203 

charter  of  construed  strictly  against  incorporators .  220 

deposits,  amount  and  kind  required . 202-3 

dividends . 221,  226 

expense  limitations  of  §§96  and  97  apply  to . 273,  326-28 

heretofore  licensed  may  do  both  participating  and  non-participating  business.  371 
legal  reserve  non-participating  company  on  non-mutual  basis  may  be  admitted  373 

must  comply  with  foreign  statute  prior  to  admission .  202 

must  file  copy  of  charter .  203 

mutual  life  may  not  be  admitted  as  stock  company .  220 

participating  policy,  distribution  of  surplus  annually .  226 

reports,  separate  statement  in  reporting  participating  and  non-participating 

business  required .  388 

sharing  commissions  with  non-licensed  foreign  agent . 262-63 

standard  policy  forms,  use  of  by  (old  §  101) . 332-33 

taxation  of .  204 

unauthorized  may  insure  citizen  directly .  260 

unauthorized  may  not  appoint  attorney .  203 

valuation  of  policies . 230-32 

amendments  as  to  surrender  values  of  lapsed  or  forfeited  policies  do  not 

apply  to .  236 

See  also  Admission  of  foreign  corporations. 

Foreign  non-licensed  agent,  sharing  commissions  with . 262-63 

Foreign  officials  may  not  examine  domestic  life  corporations .  206 

Foreign  participating  policies,  company  must  provide  for  distributing  surplus 

annually .  226 

Foreign  securities . 199-200 

Foreign  states: 

forms  of  policies  for  delivery  in  (old  §  101) . 346-47 

policies  delivered  in  New  York  must  not  be  made  subject  to  laws  of .  356 

restrictions  as  to  commutations  apply  where  agent  goes  to  another  state .  . .  321 
standard  form  required  for  all  policies  issued  in  the  state,  wherever  delivered  351 

valuation  of  policies  by  another  state  on  higher  reserve .  232 

Forfeited  policies: 

no  forfeiture  of  policy  without  notice . 266-67 

surrender  value  of . 236-38 

Forms: 

agent’s  certificate,  application  for .  265 

of  authorization  for  obtaining  lists  of  policyholders .  268 

domestic  non-participating  company  after  Jan.  1,  1907,  may  not  use  partici¬ 
pating  forms .  371 

of  policies . 238,  347-59 

revised  rules . 347 

standard  (old  §  101) . 332-47 

See  also  Policies. 

French,  translation  of  standard  policy  into  (old  §  101) .  333 

Gifts: 

bonuses,  prizes  or  rewards  to  agents . 296-304 

to  prospective  policyholders . 252,  256 

Government,  defined . 199,  330 
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Grace :  page 

in  payment  of  premium .  359 

period  of  grace  in  policy  on  monthly  payment  plan  (old  §  101) .  337 

Ground  rent,  investment  in  real  property  charged  with .  197 

Group  insurance: 

distinguished  from  rebates .  255 

when  reduction  in  rates  constitutes  a  discrimination . .  389 

Hazards,  extra,  valuation  of . 227-30 

Health  and  accident  insurance,  see  Accident  or  health  insurance. 

Health  insurance: 

incorporation  of  companies . 219-20 

rider,  life  policy  may  have  attached .  220 

See  also  Accident  insurance;  Accident  or  health  insurance;  Accident  policies. 

Honor  rolls  involving  no  pecuniary  return  to  agent  allowed .  302 

Hotel  bills  of  agent  attending  annual  meeting  may  be  paid  by  general  agent .  301 

Hunter’s  Makehamized  American  Experience  Table .  232 

Hunter’s  Tables  of  Rates  of  Disability  and  of  Mortality  among  Disabled  Lives. .  229 

Illustrations  of  profits . 214-18 

Impaired  lives,  renewable  term  rates  may  be  used  for  non-renewable  term  insur¬ 
ance  on .  257 

Impairment  in  deposits .  197 

Improved  real  property,  defined . • .  196 

Improvements  and  repairs,  items  in  annual  report .  374 

Incontestable  clause  in  life  policy . 359-61 

Incorporation: 

amendment  of  certificate  of .  210 

capital  stock,  subscription  to,  prior  to  admission  allowed .  221 

certificate  of,  must  contain  definite  number  of  directors .  196 

foreign  companies,  see  Admission  of  foreign  corporations. 

life  and  health  corporations . 219-20 

name,  adoption  of  similar  corporate .  196 

organization,  completion  of .  221 

Superintendent  may  dispense  with  publication  of  certificate  of  authority 

upon  reincorporation .  203 

Indorsement  forms .  349 

Industrial  companies,  certificates  required  of  agents  procuring  life  insurance 

although  employed  by .  258 

Industrial  insurance,  defined  (old  §  101) .  337 

Industrial  policies: 

misstatement  of  age  provision  may  be  omitted  from .  363 

standards  of  valuation  for . 233-34 

surplus,  foreign  company  must  provide  for  distributing  annually  in  all  par¬ 
ticipating  . 226 

Infant : 

assessment  company  may  not  insure .  211 

See  also  Minor. 

Inspectors  of  election  must  be  designated  by  Superintendent .  269 

Installment  of  premiums,  defined .  282 

Installment  option  riders  should  not  be  used  concurrently  with  issue  of  policy. .  358 


Index  to  Extracts  from  Rulings  and  Opinions  401 

PAGE 

Installments . 

additional  options  (old  §  101) .  341 

annual  premium  policies  may  not  be  paid  for  in  monthly .  255 

form  of  endorsement  for  optional  decreasing  insurance  and  payment  of  pro¬ 
ceeds  in  (old  §  101) .  342 

policies  and  riders . 357-58 

Institution  may  be  beneficiary .  211 

Insurance  without  consent  of  the  insured  prohibited . 210-11 

Insured,  age  of  misstated .  363 

Interest : 

acceptance  of  note  without,  in  payment  of  premium,  a  rebate .  251 

agent  may  pay  premium  and  take  note  with  interest .  254 

failure  to  state  rate  of  may  result  in  a  discrimination .  240 

on  mortgages  deposited,  to  be  collected  by  Superintendent .  196 

policy  loan  provision  must  state  definite  rate  of .  366 

policjr  may  state  that  rate  of  interest  on  premiums  in  default  shall  be  “  not 

exceeding  six  per  centum  per  annum  ” .  369 

on  premiums  for  period  of  grace  to  be  at  definite  rate . 359 

Intermediate  annuity  contracts,  standards  for  valuation  of .  234 

Intermediate  Table  of  Mortality,  adoption  of,  for  valuation  of  industrial  and 

intermediate  annuity  contracts .  234 

Invalid  lives : 

company  to  insure  may  not  be  incorporated  nor  admitted .  220 

standards  adopted  by  Superintendent  in  cases  of,  are  legal  minimum .  229 

Investigation,  witness  on  examination  not  immune  from  criminal  prosecution .  .  207 
Investments : 

of  capital  and  surplus . * . .  .197-200,  205,  207,  330-32 

officers  and  directors  not  to  be  pecuniarily  interested  in . 204-5 

Issued,  defined . 221,  272,  361 

Jewelry,  presents  to  agents  prohibited .  303 

Joint  life  insurances,  Makehamized  American  Experience  Table  may  be  used 

for  valuation  of .  232 

Lapse  or  forfeiture  provisions,  waiver  of  in  application  void .  238 

Lapse  or  surrender,  options  on . 338,  36T-67 

Lapsed  policies : 

when  antedating  of  substituted  policy  not  a  discrimination .  243 

discriminations  in  cash  surrender  values  and  paid  up  insurance  on .  240 

old  participating  policy  may  be  reinstated  after  Jan.  1,  1907 .  371 

surrender  value  of . 236-38 

Last  survivor  insurance,  Makehamized  American  Experience  Table  may  be  used 

in  valuing .  232 

Lawyers,  applications  for  annuities  may  be  accepted  from  non-licensed .  259 

Legal  expenses,  schedule  of,  what  to  contain .  380 

Legal  reserve  non-participating  companies  on  non-mutual  basis  may  be  ad¬ 
mitted  .  373 

Liability: 

when  declared  dividends  considered  a .  224 

special  reserve  should  be  charged  as,  on  reorganization .  227 

Liability  insurance,  method  of  computing  reserve  for .  235 

Licenses,  see  Agents’  certificates  of  authority. 


402  Index  to  Extracts  from  Rulings  and  Opinions 

4 

PAGE 

Lien,  removal  of,  under  deferred  dividend  policies  (old  §  101) .  335 

Life  and  accident  business,  foreign  company  doing,  must  deposit  maximum  amount.  203 

Life  certificates  sold  in  connection  with  accident  policies,  commission  on .  292 

Life  club,  neighborhood  plan,  agent’s  certificate  required  of .  258 

Life  insurance  agents,  see  Agents,  certificates  of  authority. 

Life  insurance  companies,  see  under  subjects. 

Life  policies,  see  Policies. 

Limitation : 

of  claim  period,  shortening  of  in  policy  form  disapproved .  353 

of  expenses . 274-328 

as  to  loans .  198 

of  new  business . 272-73 

Lists  of  policyholders . 267-69 

Lives,  invalid,  company  to  insure  may  not  be  organized  or  admitted .  220 

Loading  and  mortality  savings,  first  year’s  expenses . 277-82 

Loading  on  premium : 

in  annuity  contracts . 281 

based  on  Select  and  Ultimate  Table . 282-85 

company  cannot  take  credit  for,  in  1907  not  due  until  1908  and  pay  cor¬ 
responding  commissions  in  1907 .  304 

Loan  and  surrender  values,  table  of . 338-40,  367-68 

Loan  or  advance  to  agent . 323-25 

advances  against  first  year’s  commissions . 325-26 

advances  against  renewal  commissions  prohibited . 324,  325 

Loan  values  in  single  premium  policies  to  begin  first  year .  368 

Loans : 

collateral,  must  be  made  by  board  of  directors .  332 

schedule  of,  in  annual  statement . 375-77 

limitations  as  to .  198 

other  than  mortgage  loans  or  policy  loans . 375-77 

pecuniary  interest  of  officers  and  directors  in . 204-6 

on  policies . 338,  366-69 

upon  security  of  real  property .  375 

McClintock’s  Tables  of  Mortality  among  Annuitants .  233 

Mail,  company  dealing  direct  with  policyholders  through,  may  provide  in  contract 

for  reduction  of  premiums .  254 

Mail  order  houses,  policies  may  not  be  issued  through .  292 

Makehamized  American  Experience  Table,  for  valuation  of  joint  life  and  last 

survivor  insurance . 232 

Manager: 

personal  producer  or  agency  supervisor .  322 

renewal  contract  of  special  agent  with . . .  309 

unlicensed,  subagent  may  not  share  commissions  with .  262 

in  various  states  may  not  contribute  to  general  prize  fund .  299 

Margins  upon  premiums . 384-87 

Market  value,  Superintendent  not  required  to  appraise  market  value  of  securities 

as  of  any  specified  day .  208 

Maximum  commissions . 288,  306 
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Medical  examinations:  page 

made  prior  to  1907,  premiums  paid  after  that  date  enter  into  computation. .  278 
privilege  of  change  clause  in  term  form  must  be  definite,  with  regard  to ...  .  357 
privilege  of  renewal  clause  must  state  whether  re-examination  necessary  . . .  357 


waiver  of  right  to  have  treated  as  confidential,  not  permissible .  354 

Medicinal  and  undertakers  supply  company,  incorporation  of .  220 

Meetings : 

agent  may  not  be  compensated  for  loss  of  business  while  attending  com¬ 
mittee .  301 

railroad  and  hotel  bills  of  agents  attending  annual,  may  be  paid  by  general 

agent .  301 

Memorandum  of  cost .  215 

Metropolitan  Life  company,  $5,000  life  policy  does  not  violate  provisions  of  §  89.  239 
Minimum  standards,  standards  adopted  by  Superintendent  in  cases  of  invalid 

lives  and  other  extra  hazards  construed  as .  229 

standard  of  valuation  giving  results  in  excess  of  those  based  on,  reports  of  .234-35 

for  valuation  of  industrials  and  annuities . 233-34 

Minimum  /alues,  surrender  values  are .  237 

Minor,  special  clause  in  standard  form,  when  insured  is  a  (old  §  101) .  336 

See  also  Infants. 

Misrepresentations  prohibited . 214-19 

Misstatement  of  age  of  insured . 363-64 

Money,  gifts  of  prohibited . • .  304 

Mortality,  tables  of: 


special  class  policies  may  be  valued  on,  based  on  experience  of  company. . .  227 
See  also  American  Experience  Table;  Double  American  standards;  Hunter’s 
Makehamized  American  Experience  Table;  Hunter’s  Tables  of  Rates 
of  Disability;  Intermediate  Table  of  Mortality;  McClintock’s  Tables 
of  Mortality  among  Annuitants;  Makehamized  American  Experience 
Table;  Select  and  Ultimate  method  of  valuation;  Sesqui  American 


standard;  Standard  Industrial  Mortality  Table;  Substandard  Indus¬ 
trial  Mortality  Table. 

Mortgages : 

acquired  or  disposed  of  during  year  must  be  included  in  annual  report.  .  .  375 

evidence  of  title  to  real  property  mortgaged . 207-8 

interest  on  deposited,  should  be  collected  by  Superintendent .  196 

purchase  money .  198 

on  real  property  charged  with  a  ground  rent .  197 

sale  to  company  on  foreclosure  of,  is  a  purchase  which  should  appear  in 

report .  374 

Mutual  company: 

deferred  dividend  and  non-participating  plans  in .  334 

foreign  life  may  not  be  admitted  as  a  stock  company .  220 

statute  does  not  distinguish  between  mutual  company  doing  participating 

and  stock  company  doing  non-participating  business .  372 

Mutual  life  company  may  not  give  subscription  to  anti-tuberculosis  league .  277 

Name,  adoption  of  similar  corporate .  196 

Neighborhood  plan,  agent’s  certificate  required  of  life  club .  258 

Net  renewal  commissions  may  be  purchased  of  agent  who  has  severed  relations 

with  company .  310 
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New  business,  see  Limitation.  page 

New  York  State  official  policies,  use  of  term  prohibited .  356 

Nomination  certificate,  proxy  only  covers  directors  named  in .  270 

Nominations  of  directors  must  be  filed  with  Superintendent .  269 

Non-forfeiture  options . 364-65 

Non-participating  business: 

domestic  companies  issuing  participating  policies  not  to  do  a . 370-74 

legal  reserve  non-participating  company  on  non-mutual  basis  may  be 

admitted .  373 

plans  in  mutual  companies  issued  in  1906,  not  completed  until  1907  (old 

§101) .  334 

separate  statements  by  foreign  companies  in  reporting  participating  and  non¬ 
participating  business .  388 

Non-renewable  non-convertible,  must  be  used  when  term  form  does  not  provide 

for  renewal  or  conversion .  356 

Non-resident  agent,  sharing  commissions  with . 262-63 

Notice,  assignment  of  policy  effective  between  the  parties  without .  266 

Number  on  policy  form .  352 

Nylic  for  agent’s  contract: 

not  affected  by  amendment  of  1903  .  274 

not  within  prohibition  against  bonuses,  prizes  and  rewards .  302 

Oaths,  examiners  may  administer .  206 

Office  help  obtaining  birthdays  and  insurance  information,  agent’s  certificate 

required  of .  258 

Officers : 

may  insure  life  in  company  if  no  rebate  or  commission  is  paid .  247 

not  to  be  pecuniarily  interested  in  transactions . 204-6 

pension  to,  forbidden .  329 

place  for  signatures  of,  on  policy  forms .  352 

salaries  of .  329 

Option  to  purchase,  life  company  may  give  for  purchase  of  real  estate  owned  by 

it . 201 

Options  in  life  policies: 

additional  installment  (old  §  101) .  341 

endorsement  giving  additional  in  deferred  annuity  contracts  may  be  used.  .  213 
installment  option  riders  should  not  be  used  concurrently  with  issue  of  policy  358 

non-forfeiture .  364 

paid-up  clause  not  defeating  may  be  used .  225 

on  surrender  and  lapse . 338,  364-65 

in  term  policies  (old  §  101) .  341 

Organization,  see  Incorporation. 

Paid=up  policies: 

clause  not  defeating  options  allowed . 225 

endorsement  giving  additional  options  in  deferred  annuity  contract  may 

be  used .  213 

given  for  surrendered  policies  (old  §  101) .  336 

discriminations  in . 240 

Participating  policies : 

commissions  to  agents  on  exchange  of  term  policies  for .  291 

domestic  companies  issuing,  not  to  do  a  non-participating  business . 370-74 
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Participating  policies  —  Continued:  page 

•  foreign  corporations,  surplus  on .  226 

separate  statement  by  foreign  companies  in  reporting  participating  and 

non-participating  business .  388 

Partnership : 

may  insure  life  of  member  who  may  share  in  commission  as  general  firm 

profit .  250 

may  not  be  licensed  as  a  life  agent .  261 

proposition,  showing  actual  dividends  paid,  may  be  circulated .  216 

Pecuniary  interest  of  officers  and  directors  in  transactions . 204-6 

Pennsylvania  Steel  Freight  Car  Trust  certificates,  company  may  invest  surplus 

funds  in .  198 

Pension : 

for  employees  other  than  officers  and  directors .  329 

use  of  word  in  installment  policy  disapproved .  357 

Personal  producer,  agency  supervisor  or  manager .  322 

Policies : 

accident  and  health,  life  insurance  company  may  not  reinsure .  201 

age  of  insured  misstated  in .  363 

annual  dividend .  221 

antedating  of . 241-46 

application  made  part  of . 212,  361-62 

application  of  §  101  (new)  to  single  premium .  369 

assessment  company  may  not  issue  infantile .  211 

assignment  of  effective  between  parties,  without  notice  to  company .  266 

beneficiary  under . 211,  357 

certificate  required  of  agent  of  foreign  corporation  signing .  209 

class  discriminations  in . 238-41 

commissions  on;  see  Commissions. 

to  contain  entire  contract .  212 

creditor,  prohibited  by  §  55 .  210 

deferred  dividend . 221-23 

discriminations  in . 238-58 

endorsements  on  standard  forms . 212-13,  334,  345 

endowments,  see  Endowment  policies. 

excess  valuation,  report  on . 234-35 

existing  deferred  dividend  policies .  223 

expense  limitations . 274r-328 

extra  hazards,  valuation  of . 227-30 

foreign  corporation,  distributing  surplus  in  participating  policies .  226 

foreign  valuation . 230-32 

forfeiture  of,  no  forfeiture  without  notice . 266-67 

forms  to  be  filed  and  approved . 347-59 

grace  in  payment  of  premium .  359 

health  insurance  rider,  life  policy  may  have  attached .  220 

incontestable  clause  in  life  policy . '. . 359-61 

industrials  and  annuities;  see  Industrial  policies, 
installments,  see  Installments. 
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Policies  —  Continued:  page 

issuing  without  consent  of  insured .  210 

joint  lives,  valuation  of .  232 

life  or  health . 219-20 

New  York  State  official,  use  of  term  prohibited .  356 

non-forfeiture  options .  364 

non-renewable,  non-convertible,  used  when  term  form  does  not  provide  for 

renewal  or  conversion .  356 

options  on  surrender  or  lapse . 338,  364-67 

participating,  domestic  companies  issuing,  not  to  do  a  non-participating 

business . 370-74 

policy  loans . 338,  366-69 

premium  on,  see  Premiums. 

rebates  on . 247-57,  289 

reinstatement  provisions .  369 

of  reinsurance,  see  Reinsurance. 

standard  forms  (old  §  101) . 332-47 

standard  provisions  in . 347-70 

surplus :  * ^ 

distribution  to  policyholders . 221-27 

earned  or  saved . 223-26 

surrender  values  of  lapsed  or  forfeited . 236-38 

term,  See  Term  policies. 

twisting . 218-19 

valuation  of . 210,  227-35,  365 

wife  insurance,  cancellation  clause  in  disapproved .  364 

See  also  Under  subjects. 

Policy  loans . . . 338,  366-69 

Policyholders : 

deposits  made  for  benefit  of  United  States  include  policyholders  in  Porto 

Rico .  203 

of  Equitable  Life  Assurance  Society  may  not  participate  in  election  of 

additional  directors .  270 

lists  of . 267-69 

general  public  not  allowed  access  to .  269 

may  not  be  discriminated  against  in  distribution  of  profits .  224 

rebates . 247-57 

stockholders  cannot  vote  as .  270 

surplus,  distribution  to . 221-27 

Porto  Rico,  deposits  made  for  benefit  of  United  States  policyholders  include 

policyholders  in .  203 

Postal  and  Mutual  Reserve  Companies,  reinsurance  contract  of .  284 

Preliminary  term  insurance: 

endorsement  for  standard  policies  to  cover  case  of  (old  §  101) .  345 

Premiums : 

when  actual  is  less  than  net .  235 

additional  commissions  on  first  year’s  prohibited .  297 
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Premiums  —  Continued:  page 

application  of  §  101  (new)  to  single  premium  policies .  369 

discriminations  in . 238-58 

dividends  applied  to  payment  of  premiums .  365 

grace  in  payment  of . 359 

installment  of,  what  constitutes .  282 

interest  on  premiums  in  default  shall  be  “  not  exceeding  six  per  centum  per 

annum  ” .  369 

loadings  on. 

based  on  Select  and  Ultimate  Table .  282 

company  cannot  take  credit  for  loading  of  in  1907,  not  due  until  1908 

and  pay  corresponding  commission  in  1907 .  304 

in  annunity  contracts .  281 

margins  upon . 384-87 

may  be  paid  by  assignee .  288 

one  year  term .  257 

when  paid  after  Jan.  1,  1907,  enter  into  computation .  278 

payment  of  dividends  may  be  made  contingent  on  payment  of  second  annual  225 

pro  rata,  for  a  portion  of  the  year  (old  §  101) .  345 

rebate  of . 247-57 

renewal  commissions,  collection  fee  cannot  be  paid  on  premiums  on  which 

renewal  commissions  are  paid .  306 

company  may  not  commute  and  add  to  commissions  on  first  year’s 

premiums .  315 

company  may  pay  first  year’s  and  renewal  commissions  on  differences 

in .  307 

on  renewal  premiums  not  limited  to  those  agents  securing  new  business .  307 

payable  only  from  renewal  premiums .  316 

return  premium  features,  policies  with,  disapproved .  343 

term,  first  years’  expenses,  limitations  upon .  281 

70  per  centum  commissions  may  not  be  paid  on .  290 

total,  less  amount  taxable  in  other  states,  subject  to  taxation .  204 

valuations,  of  supplementary  contracts  for  waiver  of . 229 

of  waiver  on  permanent  disability .  229 

waiver  of  premiums  and  disability  provisions .  358 

Privilege  of  change  clause  in  term  form  must  be  definite  with  regard  to  medical 

examination .  357 

Privilege  of  renewal  clause  must  state  whether  medical  re-examination  is  required.  357 

Prizes,  rewards  and  bonuses . 296-304 

Pro  rata  premiums  for  a  portion  of  the  year  (old  §  101) .  345 

Profits : 

illustration  and  circulation  of . 214-18 

policyholders  may  not  be  discriminated  against  in  distribution  of .  224 

See  also  Dividends;  Surplus. 

Promissory  notes: 

must  not  be  issued  as  additional  security  for  a  policy  loan .  367 

secured  by  a  pledge  of  stock  sold  may  not  be  accepted .  331 

Property : 

control  over  insurance  may  not  be  vested  in  outside  trustees .  332 

owned  by  the  company,  what  to  appear  in  Schedule . 377-80 

See  also  Real  property. 
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Prospects :  page 

employment  of  persons  for  procuring,  does  not  constitute  a  discrimination .  .  252 
New  York  agent  may  not  share  commissions  with  non-licensed  foreign 

agent  procuring .  263 

Proxy : 

must  be  executed  within  three  months  prior  to  election .  271 

only  covers  directors  named  in  nomination  certificate .  270 

Public  generally  not  allowed  access  to  lists  of  policyholders .  269 

Publication  of  certificate  of  authority  to  do  business,  Superintendent  may  dis¬ 
pense  with .  203 

Purchase  money  mortgage .  198 

Purchase  of  renewals . 309-10 

Pure  endowments,  see  Endowments,  pure. 

Railroads : 

collateral  improvement  notes,  investment  in .  330 

equipment  notes,  investment  in .  198 

fare  of  agents  attending  annual  meeting,  may  be  paid  by  general  agent.  . . .  301 
Rates : 

antedating  policies . 241-46 

class  discriminations . 238-41,  389 

for  commuting  renewal  commissions . 316-21 

renewable  term .  257 

Rate  of  interest: 

in  policy  loan  provision  must  be  “  specified  ” .  366 

policy  may  state  that  rate  on  premiums  in  default  shall  be  “not  exceeding 

six  per  centum  per  annum  ” .  369 

on  premiums  for  period  of  grace  should  be  at  definite .  359 

Readjusting  business .  218 

Real  property: 

evidence  of  title  to .  207 

improved,  defined .  196 

investment  in . 197-98 

life  company  may  give  option  for  purchase  of  real  estate  owned  by  it .  201 

loan  upon  security  of,  to  appear  in  annual  report .  375 

purchases  and  sales  of,  to  appear  in  annual  report .  374 

repair  and  improvement  items  on,  to  be  kept  separate  in  accounts .  374 

taxation  of .  204 

See  also  Mortgages;  Property. 

Rebates . 247-57 

Reincorporation,  see  Incorporation. 

Reinstatement  of  policy: 

application  for  and  length  of  time  in  requesting  must  be  reasonable .  243 

policy  should  contain  reinstatement  provision .  369 

Reinsurance. 

contracts . 201-2 

New  York  company  reinsuring  business  of  foreign  company  may  not  exceed 

expense  limitations .  328 

participating  policies,  company  on  non-participating  basis  not  to  reinsure.. .  372 

policies  under  §  96,  cover  cases  of  assumption .  273 

Postal  and  Mutual  Reserve  Company,  reinsurance  contract  of .  284 

Renewable  —  convertible,  when  to  be  used  in  term  forms .  356 
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Renewable  term  policy:  See  Term  policies  page 

Renewal  commissions . 304-15 

advances  upon  security  of,  prohibited . 325-26 

to  advisory  board  securing  new  policyholders  not  a  rebate .  250 

to  agency  supervisor,  manager  or  personal  producer . 322,  323 

commutation  of . 315-22 

loans  or  advances  to  agent  against . 323-25 

stock  corporations  not  relieved  from  limitations  as  to .  328 

to  clerks  or  salaried  employees . 295,  309 

to  sub-agents,  based  on  amount  of  business . 307-8 

Reorganization  of  existing  corporations .  210 

revaluation  of  policies  on .  210 

special  reserves  should  be  charged  as  a  liability  upon .  227 

Reports . 374-88 

circulation  of  comparative  allowed .  216 

collateral  loan  schedule . 375-7 

company  must  report  as  true  cost  of  new  business,  sums  paid  under  each 

head .  278 

of  all  property  not  included  in  real  estate . 377-80 

of  commissions  exceeding  $5,000  .  381 

on  examination  should  show  existing  facts .  206 

of  excess  valuation . 234-35 

of  foreign  corporation  on  participating  and  non-participating  business .  388 

improvements  and  repairs,  items  in .  374 

of  largest  bank  balances  during  each  month  of  the  year .  383 

of  legal  expenses . 380 

life  companies  must  amortize  bonds  returned  in  annual  statements .  200 

loans  other  than  mortgage  or  policy . 375-77 

mortgages  acquired  or  disposed  of  during  year  must  be  included  in  annual .  .  375 

salaries  paid  for  agency  supervision . 381-83 

sale  to  company  on  foreclosure  should  appear  in .  374 

Schedule  Q . 384-87 

Superintendent  may  examine  company  after  report  is  filed .  207 

Representations,  statements  of  insured  deemed  to  be .  213 

Reserve : 

adequate  must  be  maintained  by  all  companies  doing  business  in  the  State .  .  283 
company  not  required  to  segregate  business  between  assessment  and  legal 

reserve .  207 

legal  reserve  non-participating  companies  on  non-mutual  basis  may  be 

admitted .  373 

method  of  computing  by  companies  writing  liability  insurance .  235 

special,  should  be  charged  as  a  liability  upon  reorganization .  227 

valuations  of  policies  by  another  state  on  higher .  232 

value  of  small  paid-up  policy  applied  towards  purchase  of  new  insurance, 

not  a  discrimination .  240 

Resubmission,  policy  form  approved  for  one  company,  must  be  resubmitted  for 

:  use  by  another .  350 

Retroactive,  provisions  of  §  97  not . 274-76 

amendments  of  1909,  allowing  additional  renewal  commissions  not  retro¬ 
active .  314 

increased  compensation  may  not  be  secured  by  retroactive  contract .  295 

Revaluation  of  policies  on  reorganization .  210 

Rewards,  bonuses  and  prizes . 296-304 

Riders . 220,  349 
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based  on  amount  of  new  business  must  be  charged  to  cost  of  new  business.  300 

of  officers  and  agents . 293,  329 

schedule  of,  paid  for  agency  supervision,  how  reported . 381-83 

Sales: 

to  company  on  foreclosure  should  appear  in  report .  374 

limitations  as  to  loans  not  applicable  to .  198 

of  stock,  approval  of . 331-32 

Schedule  of  salaries  paid  for  agency  supervision,  how  reported . 381-83 

Schedule  Q,  interpretation  of  §  97,  as  applied  to . 385-87 

mortality  gains  by  Select  and  Ultimate  method  in . 276,  285,  292,  384,  385 

Securities : 

appraisal  of,  by  Superintendent .  208 

deposit  of . 196-97,  198,  202-3,  221 

investments  in . 198-99,  330-32 

Segregation  of  business;  See  Business. 

Select  and  Ultimate  method  of  valuation: 

defined .  227 

expense  allowances  limited  to  gains  realized  by . 282-84 

foreign  policies  must  be  valued  on .  230 

not  applicable  to  reinsurance  contracts .  202 

report  of  excess  of  reserve  valuation  over . 234-35 

in  Schedule  Q,  mortality  gains  by . 276,  285,  292,  384,  387 

on  term  policies .  233,  281,  282 

Services,  gifts  for,  prohibited .  303 

See  also  Bonuses  prizes  and  rewards. 

Sesqui  American  Standard,  to  be  used  in  countries  where  Semi-Tropical  premium 

is  charged .  228 

Settlement : 

modes  of  (old  §  101) .  341 

term  policy  (old  §  101) .  342 

Sharing  commissions . 250,  262-63 

Special  class  business,  surrender  values  on .  237 

Special  class  policies  may  be  valued  on  table  of  mortality  based  on  experi¬ 
ence  of  companies .  227 

Special  reserve;  See  Reserve. 

Standard  forms  of  policies  (old  §  101) . 332-47 

endorsements  on . 212,  334,  335,  345 

must  be  submitted  to  Superintendent .  201 

representation  clause  in .  213 

Standard  Industrial  Mortality  Table,  adoption  of  for  valuation  of  industrial 

policies .  233 

Standard  provisions,  (new  §  101) . 347-70 

See  also  Forms;  Incontestable  clause  in  life  policy;  Applications;  Age  of 
insured  misstated;  Options;  Nonforfeiture  options;  Policy  loans;  Rein¬ 
statement  of  policy. 

Standards,  minimum,  see  Minimum  standards. 

Stock  companies: 

effect  of  1907  amendments  on .  270 

foreign  mutual  life  company  may  not  be  admitted  to  do  business  as .  220 

1907  amendments  not  applicable  to  election  for  directors  held  in  1907 .  270 

not  relieved  from  limitations  as  to  renewal  commissions .  328 

statute  does  not  distinguish  between  mutual  companies  doing  participating 

and  stock  companies  doing  non-participating .  372 
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Stockholders :  page 

cannot  vote  as  policyholders .  270 

of  company  may  act  as  insurance  agent  of  such  company .  289 

Stocks : 

accumulations  except  stocks  or  real  estate,  exempt  from  taxation . 204 

agent  may  not  buy  on  consideration  of  taking  out  life  policy .  253 

appraisal  of  securities  by  Superintendent .  208 

investment  in . 198-99 

sales  of,  approval  of .  331 

Sub-agents : 

in  calculating  expenses,  immaterial  whether  contract  be  made  with  general 

or  sub-agents .  285 

commissions  to,  for  remitting  cost  of  insurance,  a  rebate .  251 

company  must  report  as  cost  of  new  business  sums  paid  by  agents  to . 278 

may  not  share  commissions  with  unlicensed  manager .  262 

prizes  to,  based  on  amount  of  business  prohibited .  298 

renewal  commissions  to,  based  on  amount  of  business . 307-8 

section  97  silent  as  to  contracts  of  general  agents  with  their  sub-agents ....  326 

Substandard  Industrial  Mortality  Table .  233 

Substandard  risks,  surrender  values .  364 

Superintendent  of  Insurance: 

agent’s  certificate  of  authority: 

discretion  in  issuing . 248,  264 

to  foreign  corporations . 209-10 

attorney  for  unauthorized  foreign  company,  Superintendent  should  not  file 

designation  of .  203 

auditing  of  reports  and  appraisal  of  securities  by .  208 

certificate  of  authority  to  do  business,  may  dispense  with  publication  of.  .  .  203 

commutation  of  renewal  commissions,  approval  of . 315-22 

correspondence .  195 

deposit  of  securities,  duties  with  regard  to .  196-97,  198,  202,  221 

dividends,  must  regard  declared  dividends  as  a  liability .  224 

election  of  directors,  duties  with  regard  to . 267-71 

examinations,  duties  with  regard  to .  207 

foreign  corporations: 

jurisdiction  over .  202 

valuation  of  policies . 230-32 

foreign  deposits,  amount  and  kind .  202 

investments,  approval  of  by . 198,  330-31 

standard  forms  must  be  submitted  to . 201,  238 

standard  provisions,  approval  of  policy  forms . 347-59 

valuation  of  policies . 227-35 

Surplus : 

distribution  to  policy  holder . 221-27 

investment . 197-200,  330-32 

See  also  Dividends. 

Surrender  values: 

of  lapsed  or  forfeited  policies . 236-38 

substandard  risks .  364 

table  of  loan  and . 338-40,  367 

See  also  Cash  surrender  values;  Lapse  or  surrender,  options  on. 
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PAGE 

Surrendered  policy,  paid-up  given  for  (old  §  101) .  336 

Survivorship : 

annuities  not  within  provisions  of  §§  96  or  97 . 272,  281 

term  “  annuities  ”  includes .  373 

Table  of  values,  headings  for  column  of  years .  367 

See  also  Loan  and  surrender  values,  table  of. 

Taxation  of  foreign  corporations .  204 

accumulations,  foreign  and  domestic  for  insured,  exempt  from .  204 

Term  policies: 

changed  for  ordinary  life  or  endowment,  commissions  and  renewals  on..  .290-91 
commissions  and  renewals  on  new  policies  issued  in  accordance  with  privilege 

granted  in . 306,  307 

limitation  of  expenses  on .  280 

endorsement  for  standard  policies  to  cover  case  of  preliminary  term  in¬ 
surance  (old  §  101) .  345 

modes  of  settlement  (old  §  101) .  342 

options  in  standard  (old  §  101) . .  341 

privilege  of  change  clauses  in  must  be  definite  with  regard  to  medical  ex¬ 
amination  .  357 

privilege  of  renewal  in . 341,  357 

renewable  term  rates  may  be  used  for  non-renewable  term  insurance  on 

impaired  lives .  257 

Select  and  Ultimate  valuation  of .  233,  281,  282 

valuation:  in  Tropical  and  Semi-Tropical  countries .  228 

on  underaverage  lives .  228 

words  non-renewable,  non-convertible  must  be  used  when  term  form  does 

not  provide  for  renewal  or  conversion .  356 

when  words  renewable-convertible  may  be  used  in .  356 

Term  premiums: 

first  year’s  expense  limitations  upon .  281 

one  year .  257 

commissions  on .  290 

Title  policies .  208 

Traveling  expenses: 

of  agent  to  convention  may  not  be  paid  by  company .  300 

railroad  and  hotel  bills  of  agents  attending  annual  meeting  of  company  may 

be  paid  by  general  agents .  301 

of  soliciting  agents  not  chargeable  against  margin  for  first  year  business .  .  .  285 

Tropical  and  Semi-Tropical  countries,  valuation  of  policies  in .  228 

Tropics,  special  clause  in  standard  form  when  insured  is  about  to  go  to  (old  §  101).  335 

Trust  companies,  investments  may  be  made  in  stock  of  solvent .  198 

Trustees : 

control  over  insurance  property  may  not  be  vested  in  outside .  332 

pension  to  forbidden .  329 

Tuberculosis,  anti-tuberculosis  league,  mutual  life  company  may  not  give  sub¬ 
scription  to .  277 

Twisting . 218-19 
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PAGE 

Underaverage  lives,  valuation  of  policies  on .  228 

Undertakers  and  medicinal  supply  company,  incorporation  of .  220 

Vacancies  in  administration  ticket,  how  filled .  271 

Valuation  of  policies . 227-35 

excess,  report  on . 234-35 

extra  hazards . 227-30 

foreign  policies . 230-32 

industrials  and  annuities . 233-34 

joint  lives .  232 

on  reorganization  from  assessment  to  ordinanr  life  corporation .  210 

term  policies . 228,  233;  281-82 

See  also  Mortality,  tables  of;  Select  and  Ultimate  method  of  valuation. 

Values : 

basis  of  values  statement  in  policy .  365 

headings  for  column  of  years  in  table  of .  367 

See  also  Surrender  values. 

Violations,  agent  violating  law  prohibiting  discriminations,  will  be  proceeded 

against .  244 

Waiver : 

any  waiver  in  application  void .  213 

of  lapse  or  forfeiture  provisions  in  application  void .  238 

of  premiums  and  disability  provisions .  358 

of  right  to  have  medical  examination  treated  as  confidential  not  permissible .  .  354 

valuation  of  supplementary  contracts  for  waiver  of  premium .  229 

valuation  of  waiver  of  premium  on  permanent  disability .  229 

Warranties: 

application  containing  warranty  void .  213 

statements  of  insured  not  to  be  deemed .  213 

Weber  annuities  bill .  238 

Wife  insurance  policy,  cancellation  clause  in  disapproved .  364 

Witness  on  examination  not  immune  from  criminal  prosecution .  207 

Workmen’s  indemnity  policy,  method  of  computing  reserve  on .  235 
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Tiie  following  abstracts  of  reports  on  examinations  are  ar¬ 
ranged  alphabetically  in  the  following  groups : 

Fire  Insurance . 

Marine  Insurance. 

Co-operative  Fire  Insurance. 

Life  Insurance. 

Casualty,  Fidelity  and  Surety,  and  Credit  Insurance. 

Real  Estate,  Title  and  Mortgage  Guaranty. 

Co-operative  Life,  Accident  and  Health  Insurance. 

Fraternal  Beneficiary  Insurance. 

Live  Stock  Insurance. 

Special  Reports  —  Rating  Associations  —  Promotion  and 
Holding  Companies. 
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ALLIANCE  ASSURANCE  COMPANY,  LIMITED 

London,  England 

Examination  to  verify  capital  statement  on  company  s  applica¬ 
tion  for  release  of  deposit  securities. 

Report  dated  April  1,  1913. 

Examiner :  Charles  H.  Gardner. 

This  examination  was  made  for  the  purpose  of  verifying  a 
capital  statement  of  the  company  submitted  to  the  Department 
under  date  of  March  27,  1913,  on  its  application  to  withdraw  se¬ 
curities  representing  its  “  fire  deposit  ”  held  by  this  Department 
and  those  in  the  hands  of  trustees  for  the  protection  of  policy¬ 
holders  in  the  United  States. 

The  securities  entered  in  the  said  capital  statement  were  veri¬ 
fied  in  the  following  manner,  viz. :  those  on  deposit  at  Albany,  the 
face  value  amounting  to  $250,000,  from  the  records  of  this  De¬ 
partment,  and  those  held  by  the  Lmited  States  trustees,  represent¬ 
ing  a  face  value  of  $303,000,  by  an  examination  and  personal 
count  thereof  on  date  of  March  27,  1913. 

The  Alliance  Assurance  Company,  Limited,  of  London,  Eng¬ 
land,  was  admitted  to  transact  the  business  of  fire  insurance  in 
this  State  through  its  United  States  branch  in  July,  1897.  The 
firm  of  Weed  &  Kennedy  of  New  York  were  appointed  United 
States  managers  of  said  company,  and  said  firm  have  continued 
to  act  in  such  capacity  to  date.  The  company  also  established 
separate  departments  located  at  Boston,  Mass.,  Philadelphia,  Pa., 
Chicago,  Ill.,  San  Francisco,  Cal.,  Louisville,  Ky.,  and  New  Or¬ 
leans,  La.  The  above  mentioned  departments  were  under  control 
of  branch  managers  who  reported  the  financial  condition  of  their 
respective  branches  direct  to  the  home  office  at  London,  England. 
Said  branch  managers  also  reported  to  the  Lbnited  States  manager 
at  New  York  the  results  of  business  transacted  through  their 
respective  departments,  and  the  figures  thus  furnished  were  in¬ 
corporated  in  the  financial  statement  submitted  by  the  company  to 
this  Department  at  the  close  of  each  year. 

On  December  31,  1907,  the  company  discontinued  the  further 
issuance  of  fire  insurance  policies  in  the  United  States. 

[419] 
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Beports  on  Official  Examination 


The  records  contained  in  the  office  of  the  United  States  mana¬ 
ger  at  Yew  York  contained  no  information  incident  to  the  com¬ 
pany’s  transactions  through  the  offices  of  the  several  branch  mana¬ 
gers.  Affidavits  were  procured  from  said  branch  managers  certi- 
that  no  liability  existed  for  any  reason  whatsoever  on  any 
policy  issued  by  the  company  through  the  said  branch  offices. 
The  affidavits  above  referred  to  certify  as  of  December  31,  1912, 
with  the  exception  of  the  one  received  from  the  branch  manager 
at  San  Francisco,  Cal.,  who  certifies  as  of  February  28,  1913. 

It  developed  that  there  existed  a  claim  amounting  to  $4,850 
against  the  Alliance  Assurance  Company,  Limited,  of  London, 
England,  under  a  contract  of  reinsurance  with  the  Palatine  Insur¬ 
ance  Company,  Limited,  of  London,  England,  issued  through  its 
Pacific  coast  branch  office  at  San  Francisco,  California.  It  wras 
necessary  to  provide  for  such  liability  before  the  trustee  funds 
could  be  released,  and  the  matter  therefore  was  brought  to  the  at¬ 
tention  of  the  home  offices  of  both  companies,  with  the  following 
result : 

On  February  18,  1913,  at  a  meeting  of  the  board  of  directors 
of  the  Palatine  Insurance  Company,  Limited,  held  in  London, 
England,  resolutions  were  passed,  the  substance  of  which  certified 
to  the  Superintendent  of  Insurance  of  the  State  of  Yew  York 
and  other  insurance  commissioners  in  the  United  States  that  said 
company  “  relinquishes  and  withdraws  ”  the  claim  of  $4,850 
against  the  Alliance  Assurance  Company,  Limited,  of  London, 
England.  A  further  resolution  was  executed  on  the  same  date  by 
said  board  of  directors,  which  certified  to  E.  T.  Yiebling  of  San 
Francisco,  Cal.,  United  States  branch  manager,  that  the  company 
“  relinquishes  and  withdraws  ”  the  claim  amounting  to  $4,850 
made  against  the  Alliance  Assurance  Company,  Limited,  of  Lon¬ 
don,  England,  and  further  the  said  E.  T.  Yiebling  is  authorized 
to  eliminate  such  claim  from  the  books  of  the  company. 

The  action  taken  bv  the  board  of  directors  of  the  Palatine  In- 
surance  Company,  Limited,  at  London,  England,  is  conveyed  in 
two  instruments  duly  sworn  to  and  bearing  the  seal  of  said  com¬ 
pany,  together  with  a  certificate  attached  to  each  document  from 
the  Consulate  General  of  the  United  States  of  America  for  Great 
Britain  and  Ireland  at  London,  certifying  thereto.  Both  docu¬ 
ments  are  attached  to  this  report. 
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An  affidavit  was  also  procured  from  Elijah  R.  Kennedy,  a 
member  of  the  firm  of  Weed  &  Kennedy,  United  States  managers, 
certifying  that  on  February  28,  1913,  no  liability  existed  in  the 
United  States  for  any  reason  whatsoever  on  any  policy  issued  by 
the  United  States  branch  of  the  company. 

The  affidavits  referred  to  in  this  report  — seven  in  number  — 
are  attached  hereto  and  form  a  part  thereof. 

I,  therefore,  certify  that  from  information  obtained  from  the 
United  States  managers,  and  from  affidavits  attached  to  this  re¬ 
port,  that  on  February  28,  1913,  all  policies  of  insurance  issued 
by  the  United  States  branch  of  the  Alliance  Assurance  Company, 
Limited,  of  London,  England,  had  either  expired  by  their  terms 
or  had  been  cancelled,  and  that  no  liability  existed  on  said  date 
for  any  reason  whatsoever. 


AMERICAN  UNION  FIRE  INSURANCE  COMPANY 

Philadelphia,  Pa. 

Joint  Examination  on  Condition  as  of  March  1,  1913,  by  the 
States  of  Pennsylvania  and  New  York 

Report  dated  March  12,  1913. 

Examiners:  William  J.  Rooney,  for  P ennsylvania ;  Charles  H. 
Gardner  and  John  E.  Watson,  for  New  York. 

This  examination  was  undertaken  at  the  instance  of  the  Exam¬ 
ination  Committee  of  the  National  Convention  of  Insurance  Com¬ 
missioners,  and  commenced  on  Monday,  February  24,  1913,  So 
serious  a  situation  developed  within  a  few  days’  time  that  advices 
were  submitted  to  you  on  the  1st  inst.  indicating  the  necessity  of 
taking  such  action  as  would  best  conserve  the  interest  of  the 
policyholders  and,  if  possible,  preserve  the  corporation.  On  it 
being  definitely  ascertained  that  the  company’s  capital  was  at  least 
heavily  impaired,  Vice-President  Kling,  in  the  absence  of  Presi¬ 
dent  Stone,  was  duly  informed  of  the  fact.  He  confidently  ex¬ 
pressed  his  belief  and  intention  that  the  directors  would  take  steps 
looking  to  rehabilitation  of  the  company.  To  such  end  it  was 
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proposed  to  re-insure  the  entire  outstanding  risks  of  the  company, 
and,  in  order  that  this  might  be  effected,  an  agreement  was  entered 
into  under  date  of  the  7th  inst.,  between  the  company  and  certain 
directors,  under  the  terms  of  which  the  sum  of  $200,000  was  to 
be  advanced  by  the  latter  for  the  purpose  of  defraying  the  cost  of 
re-insurance  and  providing  sufficient  funds  to  pay  all  obligations 
of  the  company  in  full.  This  agreement  reads  substantially  as 
follows : 

“  Whereas,  the  capital  of  the  American  Union  Fire  Insurance  Company  ha3 
been  impaired  to  an  amount  which  will  force  a  receivership  of  the  company 
under  the  direction  of  the  Insurance  Department  of  the  State  of  Pennsylvania, 
and, 

“  Whereas,  the  Insurance  Department  of  the  State  of  Pennsylvania  will  per¬ 
mit  a  voluntary  liquidation  of  the  Company  instead  of  a  receivership,  pro¬ 
vided  the  sum  of  $200,000  is  placed  in  the  assets  of  the  company,  and, 

“  Whereas,  it  is  the  opinion  of  the  Board  of  Directors  of  the  company  that 
a  very  large  amount  of  money  can  be  saved  the  stockholders  of  the  company 
by  voluntary  liquidation  rather  than  a  forced  receivership,  and, 

“  Whereas,  the  parties  whose  names  are  hereto  attached,  hereafter  called  the 
party  of  the  second  part,  have  agreed  to  subscribe,  as  a  loan  and  advancement 
to  the  company,  the  sums  set  opposite  their  names, 

“Now,  therefore,  it  is  agreed  between  the  parties  hereto  as  follows: 

“  The  party  of  the  second  part  hereby  agrees  to  pay  into  the  assets  of  the 
American  Union  Fire  Insurance  Company  the  sum  of  $200,000  on  or  before 
12  o’clock  noon,  March  10,  1913,  as  indicated  by  the  amounts  set  opposite 
their  names,  and  the  party  of  the  first  part,  in  consideration  thereof,  hereby 
agrees  to  repay  to  the  parties  of  the  second  part  in  proportion  to  their  inter¬ 
ests,  either  in  whole  or  pro  rata,  the  amounts  hereby  subscribed  and  paid  in 
by  them  out  of  the  assets  of  the  company  upon  liquidation,  after  all  outstand¬ 
ing  indebtedness  but  preferred  to  the  claims  of  stockholders  on  their  certifi¬ 
cates  of  stock,  and  the  parties  of  the  second  part  hereby  agree  that  the  pay¬ 
ments  hereby  made  shall  be  secondary  in  distribution  to  all  outstanding  legit¬ 
imate  indebtedness  other  than  the  capital  stock  liability.” 

On  the  same  day  this  agreement  was  entered  into,  the  board  of 
directors  removed  from  office  the  president,  James  F.  Stone,  who 
had  sailed  for  Europe  some  two  weeks  before,  and  also  accepted 
the  resignations  of  the  remaining  officers,  electing  William  H. 
Bilveu,  President;  E.  P.  Balderston,  Treasurer;  and  H.  A. 
Prizer,  Secretary. 

Under  like  date  of  March  7,  1913,  the  company  notified  all 
local  and  general  agents  to  cease  the  further  issuance  of  policies, 
further  advising  the  general  agents  to  also  notify  all  agents  within 
their  jurisdiction. 


Reports  on  Official  Examination 


423 


The  plan  as  set  forth  in  the  agreement  had  the  approval  of  the 
Pennsylvania  Insurance  Department,  which  gave  the  directors 
until  Monday,  March  10,  1913,  at  12  o’clock  noon,  to  pay  in  the 
funds  called  for.  From  the  date  of  the  agreement  to  the  hour  set 
for  payment  no  intimation  was  received  from  the  directors,  nor 
from  any  one  connected  with  the  company,  that  any  change  in  the 
plan  was  contemplated,  but  on  the  contrary,  assurance  was  given 
that  the  terms  of  the  agreement  would  he  complied  with.  How¬ 
ever,  when  the  board  of  directors  convened  on  the  morning  of  the 
10th  inst.  action  quite  contrary  to  that  expressed  in  the  agreement 
was  taken, —  that  is,  no  advancement  of  moneys  was  made,  nor 
was  any  re-insurance  effected,  but  a  petition  was  made  to  the 
Court  of  Common  Pleas  in  the  City  of  Philadelphia  for  the  ap* 
pointment  of  a  receiver,  and  the  court  appointed  Francis  Shunk 
Brown,  Esq.,  a  temporary  receiver. 


Financial  Statement 

The  financial  condition  of  the  company  on  date  of  March  1, 
1913,  was  found  to  be  as  follows,  viz. : 


Ledger  Assets 


Real  estate  .  $18,400  00 

Loans  on  bond  and  mortgage  (1st  liens) .  76,150  00 

Loan  on  bond  and  mortgage  (2nd  lien) .  7,500  00 

Bonds .  465,058  17 

Cash  in  bank .  53,995  22 

Cash  in  office .  389  66 

Agents’  balances,  within  90  days .  287,760  28 

Agents’  balances,  over  90  days .  170,591  15 

Premium  notes  .  347  43 

Philadelphia  Underwriters’  Association .  100  00 


Total  ledger  assets 


$1,080,291  91 


Non-Ledyer  Assets 

Interest  accrued  on  bonds .  $4,726  68 

Interest  accrued  on  loans  on  bond  and  mortgage, 

(estimated) .  2,000  00 

Reinsurance  due  on  paid  losses .  3,063  99 

— -  9,790  67 


Gross  assets 


$1,090,082  53 


424 


Reports  on  Official  Examination 


Deduct  Assets  Not  Admitted 


Loan  on  bond  and  mortgage  (2nd  lien) .  $7,500  00 

Book  value  of  bonds  over  market  value .  15,568  17 

Cash  in  Carnegie  Trust  Company .  5,372  18 

Agents’  balances,  over  90  days .  170,591  15 

Premium  notes  .  347  43 


$199,378  93 


Total  admitted  assets 


$890,703  65 


Liabilities 


Unpaid  losses  .  $173,255  07 

Unearned  premiums  (estimated) .  680,000  00 

Due  for  reinsurance .  129,023  13 

Taxes  (estimated)  .  25,000  00 

Agents’  credit  balances .  244  00 


Total  liabilities,  except  capital . $1,007,522  20 

Capital  stock  .  500,000  00 


Aggregate  liabilities 


$1,507,522  20 


Deficiency 


$616,818  55 


The  foregoing  statement  shows  the  company’s  capital  of  $500,- 
000  to  be  entirely  wiped  out,  and  the  existence  of  a  further  de¬ 
ficiency  in  assets  of  $116,818.55. 

Annual  Statement 

The  statement  as  above  set  forth  is  in  striking  contrast  to  the 
sworn  statement  submitted  to  the  Insurance  Departments  of  Penn¬ 
sylvania  and  Yew  York  December  31,  1912,  which  showed  an  un¬ 
impaired  capital  of  $500,000,  and  a  surplus  in  excess  of  $40,000. 
That  the  December  31,  1912,  statement  w-as  false  in  many  particu¬ 
lars  in  clearly  shown  by  the  records. 

In  the  limited  time  at  our  disposal  no  attempt  was  made  to 
analyze  in  detail  the  several  items  appearing  in  the  annual  state¬ 
ment,  but  the  company’s  books  conclusively  prove  that  the  assets 
were  overstated  and  the  liabilities  understated ;  that  accounts 
were  juggled;  that  cash  balances  were  credited  that  did  not  exist 
in  the  amount  stated ;  that  agency  balances  were  improperly  set 
forth ;  that  the  loss  liability  as  reported  was  insufficient  to  the 
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extent  of  approximately  $80, 000 ;  that  the  unearned  premium 
liability  was  understated  by  approximately  $100,000.  It  was 
further  established  that  loans  were  effected  prior  to  the  first  of 
the  year  and  repaid  subsequently  which  never  appeared  upon  the 
books  of  the  company. 

As  an  instance,  of  the  lengths  resorted  to  in  order  that  the 
company  might  present  to  the  Insurance  Departments  a  statement 
indicating  solvency,  the  following  transactions  might  be  noted: 

“  Cash  in  office,’’  was  carried  at  $59,047.14.  This  sum  in¬ 
cluded  $31,000  purporting  to  be  represented  by  a  check  of  Verner 
&  Company,  a  banking  house  with  which  Vice-President  Kling 
was  connected.  The  amount  was  charged  up  as  having  been  de¬ 
posited  in  the  West  Branch  National  Bank,  of  Williamsport,  Pa., 
but  the  account  as  received  from  the  bank  shows  that  no  such 
check  had  been  received  from  the  company.  It  was  finally  ad¬ 
mitted  that  in  so  far  as  known  by  the  employees,  and  in  so  far  as 
known  by  Vice-President  Kling,  the  check  had  no  existence  in 
fact,  the  further  statement  being  made  that  the  entry  was  made 
under  direction  of  President  Stone. 

“  Cash  in  bank  ”  was  carried  as  $215,134.88.  This  sum  in¬ 
cluded  deposits  on  December  31,  1912,  in  the  Northern  National 
Bank,  of  Philadelphia,  purporting  to  represent  checks  from  the 


following  : 

J.  F.  Stone  &  Company .  $53,590  94 

American  National  Insurance  Company .  32,309  63 

Scranton  Fire  Insurance  Company .  6,098  20 


That  the  above  sums  were  in  greater  part  either  advanced  or 
borrowed  seems  certain  in  view  of  the  curious  book  entries,  and 
because  of  the  fact  that  apparently  returns  were  subsequently 
made  as  follows: 

Jan.  2,  1913,  Company’s  check  to  order  of  J.  F.  Stone  &  Co.  .  $48,590  94 

Jan.  2,  1913,  Company’s  check  to  order  of  James  F.  Stone...  30.441  81 

Feb.  1,  1913,  Company’s  check  to  order  of  James  F.  Stone...  5,441  81 

The  check  book  shows  the  American  National  deposit  item  of 

$32,309.68  and  the  Scranton  Fire  Insurance  Company  deposit 
item  of  $6,098.20  marked  “Advance,”  while  the  return  item 
check  stubs  are  marked  respectively  “  Return  of  advance  on  un¬ 
paid  portion  of  American  National  advance,”  and,  “  Return  of 
advance  on  Scranton  and  American  National.” 
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The  deposit  item  of  $53,590.94,  and  the  return  item  of  $48,- 
590.94  have  connection  with  the  Monongahela  Underwriters 
Agency  of  the  Company,  which  is  under  the  management  of 
James  E.  Stone  &  Co.  This  agency  was  formerly  managed  by 
Whi]den  &  Hancock,  which  firm  on  or  about  July  1,  1912,  termin¬ 
ated  its  connection  with  the  agency,  the  hooks  of  the  company 
showing  an  uncollected  balance  of  $48,590.94.  On  December  31, 
1912,  this  account  was  balanced  by  cash,  the  check  of  James  F. 
Stone  &  Company  for  $53,590.94  being  used  in  part  for  such 
purpose.  However,  in  order  to  make  good  such  check  when  pre¬ 
sented  for  collection  the  company’s  check  for  $48,590.94  was 
issued  on  January  2,  1913,  to  the  order  of  James  F.  Stone  &  Com¬ 
pany,  and  the  said  firm’s  account  charged  with  such  sum.  The 
net  result  of  the  transaction  was  the  temporary  conversion  of  an 
agency  balance  of  doubtful  value  and  wholly  unadmitted  as  an 
asset,  to  a  valid  asset  masquerading  as  “  Cash  in  hank.” 

The  unpaid  agency  balances  reported  by  the  company  Decem¬ 
ber  31,  1912,  amounted  in  total  to  $342,399.42.  Ho  analysis  of 
the  account  has  been  attempted,  but  it  is  known  to  be  incorrect  in 
the  total  amount,  as  well  as  in  the  amount  stated  to  be  more  than 
three  months  past  due.  The  relatively  large  amount  of  such  bal¬ 
ances  on  March  1,  1913,  in  proportion  to  the  net  premium  income 
indicates  at  least  inefficient  management,  and  certainly  the  ac¬ 
count  is  such  as  to  demand  a  particular  examination  to  determine 
its  value  and  bona  fide  character. 

The  company’s  net  unpaid  losses  December  31,  1912,  were  re¬ 
ported  as  the  sum  of  $90,624.23.  An  examination  of  the  loss 
book  and  claim  papers  shows  such  return  to  have  been  understated 
by  some  $80,000.  In  part  this  was  due  to  the  fact  that  an  arbi¬ 
trary  deduction  from  the  estimates  was  made  by  order  of  the 
president. 

The  unearned  premium  liability  on  December  31,  1912,  was 
reported  as  $550,810.63.  This  sum  was  approximately  $100,000 
less  than  the  actual  liability,  and  was  so  reported  in  the  lesser 
amount,  we  are  advised,  by  order  of  the  president. 

The  reinsurance  contracts  entered  into  by  the  company  in  its 
two  years’  existence  have  had  an  important  bearing  upon  its  af¬ 
fairs  and  present  condition.  Particularly,  is  this  true  of  the  con- 
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tracts  with  the  Monongahela  Insurance  Company,  of  Pittsburgh, 
Pa.,  and  the  American  National  Insurance  Company,  of  Rock  Is¬ 
land,  Ill.  The  business  of  the  Monongahela  was  procured  through 
action  of  a  special  committee  of  the  board  of  directors  of  the  Ameri¬ 
can  Union,  which  reported  in  favor  of  the  purchase  of  the  assets, 
business  and  property  of  the  Monongahela  for  the  sum  of  $380,- 
000,  without  commission  of  any  amount,  and  the  assumption  of 
the  liability.  Notwithstanding  the  terms  of  the  contract  the 
books  of  the  company  indicate  that  a  commission  of  50  per  cent 
of  the  unearned  premium,  amounting  to  $123,034.57,  was  paid 
out  in  addition  to  the  $380,000,  or  an  apparent  total  disburse¬ 
ment  of  some  $500,000,  irrespective  of  the  unearned  premium 
liability  payable  to  policyholders  of  $246,069.14. 

The  original  entries,  checks,  vouchers,  etc.,  in  connection  with 
this  matter  have  not  been  examined,  and  we  are  therefore  unable 
to  state  whether  or  not  the  contract  terms  were  violated,  nor  sub¬ 
mit  information  as  to  what  became  of  the  $123,034.57  commis¬ 
sion,  nor  the  identity  of  the  beneficiary. 

It  has  been  stated  that  included  in  the  $380,000  purchase  price 
was  $180,000  stock  of  the  American  Union  Fire  Insurance  Com¬ 
pany  held  by  a  syndicate,  which  was  purchased  by  the  company 
and  turned  over  to  the  Monongahela  as  part  payment.  This  trans¬ 
action  is  so  involved  and  intricate  that  nothing  but  a  most  careful 
investigation  will  reveal  the  true  facts,  but  from  the  character  of 
the  book  entries  it  would  seem  well  worth  while  in  the  interests 
of  the  stockholders  and  policyholders  that  such  investigation  be 
made. 

The  reinsurance  of  the  American  National  Fire  Insurance 
Company,  of  Rock  Island,  Ill.,  effected  in  August,  1911,  resulted 
in  the  assumption  of  an  unearned  premium  liability  of  approxi¬ 
mately  $177,000.  We  are  advised  that  no  return  of  any  liability 
on  this  account  Avas  made  by  the  company  in  its  annual  statement 
for  the  year  1911,  and  that  until  duly,  1912,  the  business  was  not 
entered  on  the  books,  and  then,  only  in  the  sum  of  $25,000.  The 
consideration  received  for  this  reinsurance  was  a  matter  of  con¬ 
siderable  doubt,  but,  for  the  purposes  of  this  report,  it  is  suffi¬ 
cient  to  state  that  on  February  18,  1913,  the  company  received 
from  Yerner  &  Company  check  in  the  sum  of  $30,441.81  as  a 
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final  settlement  and  in  full  for  any  equity  in  assets  held  by  Ver- 
ner  &  Company  obtained  by  them  from  the  American  National 
Fire  Insurance  Company  in  the  interest  of  the  American  Union. 
It  is  quite  likely  that  a  connection  exists  between  this  transaction 
of  February  18,  1913,  and  the  two  check  transactions  of  Decem¬ 
ber  31,  1912,  and  January  2,  1913,  referred  to  above  in  this  re¬ 
port,  as  representing  “Advances,”  and  “  Return  of  advance.” 

General  Conclusion 

The  company  received  its  certificate  of  authority  from  the 
Pennsylvania  Insurance  Department  on  December  23,  1910. 
The  organization  records  were  not  available  for  this  examination, 
and  the  company’s  early  history,  therefore,  was  not  gone  into. 
The  books,  however,  contain  evidence  of  disbursements  on  account 
of  capital  stock  transactions  which  would  seem  to  warrant  investi¬ 
gation.  As  an  instance,  the  cash  book  shows  under  date  of  March 
1,  1911,  the  following  disbursement  item:  “James  F.  Stone, 
Reimbursement  for  discount  on  notes  of  stockholders,  $700.46.” 

This  item  was  charged  to  “  incidental  office  expense.” 

rThe  career  of  the  company  during  its  existence  of  a  few  years, 
and  its  present  unenviable  position,  is  the  result  of  gross  misman¬ 
agement  on  the  part  of  the  President,  James  F.  Stone,  and  dere¬ 
liction  of  duty  on  the  part  of  the  board  of  directors.  Certainly,  it 
is  difficult  to  well  understand  how  a  directorate  having  the  least 
understanding  of  its  responsibilities  could  for  so  long  a  period  of 
time  fail  to  discover  the  condition  of  affairs  and  take  the  necessary 
action  to  preserve  the  corporation. 

The  company  transacted  business  in  over  forty  states,  being 
represented  probably  by  more  than  one  thousand  agents.  The 
gross  indebtedness  to  the  insured  by  reason  of  losses  and  return 
premiums  will  aggregate  upwards  of  $1,000,000.  As  offsetting 
this,  to  some  extent,  the  company  has  a  treaty  contract  of  re¬ 
insurance  with  the  Warsaw  Insurance  Company,  the  return  premi¬ 
ums  on  which  when  collected,  will  be  available  to  pay  the  com¬ 
pany’s  obligations.  There  must  be  likewise  considered  as  avail¬ 
able  in  the  settlement  of  outstanding  indebtedness  the  collectible 
value  of  the  agency  balances,  and  the  company’s  other  assets  as 
listed  above. 


Reports  on  Official  Examination 


429 


This  report  must  be  considered  as  the  result  of  an  examina¬ 
tion  which  did  not  pretend  to  enter  minutely  into  the  many  and 
complex  transactions  of  the  company,  but  which  it  was  considered 
would  serve  to  bring  to  your  attention  without  unnecessary  delay 
a  condition  of  affairs  demanding  prompt  attention. 


ARIZONA  EIRE  INSURANCE  COMPANY 

Pike  nix,  Arizona 

Examination  on  condition  as  of  June  30,  1912. 

Report  dated  August  2,  1912. 

Examiner :  Richard  A.  Elmer. 

The  company  was  incorporated  June  4,  1910,  under  the  laws  of 
the  Territory  of  Arizona  and  commenced  writing  the  business  of 
fire  insurance  on  September  15,  1910.  Up  to  the  date  of  this  ex¬ 
amination,  the  business  written  has  been  of  comparatively  small 
volume  and  confined  to  the  states  of  Arizona  and  Washington. 

The  company  having  applied  to  the  Superintendent  of  Insur¬ 
ance  of  the  State  of  New-  York  for  a  license  to  transact  the  busi¬ 
ness  of  fire  insurance  in  said  State,  and  having  submitted  its 
charter  and  necessary  papers  for  approval,  the  purpose  of  this  ex¬ 
amination  was  to  ascertain  the  financial  and  general  condition  of 
the  company  preliminary  to  your  consideration  of  the  said  appli¬ 
cation. 

Financial  Condition 

The  income  and  disbursements  from  September  15,  1910,  the 
date  when  the  company  commenced  business,  up  to  and  includ¬ 
ing  June  30,  1912,  were  found  to  have  been  as  follows: 

Amount  of  capital  paid  up  in  cash .  $200,000  00 

Income 

Gross  premiums  .  $127,059  95 

Deduct  gross  amount  paid  for  re¬ 
insurance —  fire .  $9,251  84 

Return  premiums  —  fire  .  20,058  69 

-  29,310  53 

Total  premiums  .  $98,649  42 

Gross  interest  on  mortgage  loans .  9,913  20 
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Gross  interest  on  bonds  and  dividends  on  stocks.  $1,916  05 
Paid  in  surplus  from  September  15,  1910,  to 

June  30,  1912  .  128,209  50 


Total  income  .  $238,688  17 


Total 


$438,688  17 


Disbursements 

Net  amount  paid  policyholders  for  losses .  $38,454  58 

Expenses  of  adjustment  and  settlement  of  losses  940  46 

Commissions  or  brokerage .  21,360  01 

Salaries  and  expenses  of  special  and  general  agents  3,985  82 

Salaries,  fees  and  all  other  charges  of  officers, 

directors,  trustees  and  home  office  employees..  17,154  17 

Rents .  1,158  25 

Advertising,  printing  and  stationery .  6,273  90 

Postage,  telegrams,  telephones  and  express .  2,424  75 

Legal  expenses  .  50  00 

Furniture  and  fixtures .  2,613  04 

Maps,  including  corrections .  2,675  85 

Underwriters’  boards  and  tariff  associations .  193  06 

Taxes  on  real  estate .  669  40 

Incidental  expenses  .  575  15 

Gross  loss  on  sale  or  maturity  of  bonds .  577  60 


Total  disbursements 


99,106  04 


Balance  (ledger  assets  June  30,  1912) 


$339,582  13 


The  assets  and  liabilities  on  June  30,  1912,  were  as  follows: 

Ledger  Assets 


Mortgage  loans  on  real  estate .  $158,975  00 

Book  value  of  bonds  and  stocks .  126,051  00 

Cash  in  company’s  office . -  •  176  48 

Deposits  in  banks .  46,298  86 

Agents’  balances  subsequent  to  May  1,  1912 .  7,082  30 

Agents’  balances  prior  to  May  1,  1912 .  848  14 

Advances  to  agents .  150  35 


Total  ledger  assets 


$339,582  13 


Non-Ledger  Assets 


Interest  accrued  on  mortgages .  $2,720  04 

Interest  accrued  on  bonds .  2,247  90 


Total 


4,967  94 


Gross  assets 


$344,550  07 


Reports  on  Official  Examination 


431 


Deduct  Assets  Not  Admitted 

Agents’  balances  prior  to  May  1,  1912 .  $848  14 

Book  value  of  bonds  over  market  value .  1,001  00 

Advances  to  agents .  150  35 

-  $1,999  49 


Total  admitted  assets 


$342,550  5S 


Liabilities 


Unpaid  losses  .  $2,550  69 

Unearned  premiums,  one  year .  12,751  68 

Unearned  premiums,  term  .  21,364  01 

Accrued  bills,  etc . , .  1,000  00 


Total  liabilities  except  capital .  37,666  38 

Capital  actually  paid  in  in  cash .  $200,000  00 

Surplus .  104,884  20 


Surplus  as  regards  policyholders 


304,884  20 


Total  liabilities 


$342,550  58 


Analysis 

The  various  items  of  income  and  disbursements  present  no 
features  requiring  explanation,  with  the  exception  of  the  amounts 
paid  in  on  account  of  capital  and  surplus  hereinafter  referred  to. 

Mortgage  Loans: 

The  papers  in  connection  with  the  mortgage  loans  were  ex¬ 
amined  and  a  schedule  giving  in  detail  all  particulars  in  regard 
to  each  loan  is  filed  with  the  papers  of  this  examination.  The 
loans  in  each  case  are  passed  on  by  the  executive  committee  and 
appraisals  are  made  by  the  company  of  the  lands  and  buildings 
mortgages.  An  abstract  of  title  accompanies  the  papers  in  each 
case.  The  appraisals  show  the  loans  to  approximate  50  per  cent 
of  the  value  of  the  realty  mortgaged,  and  though  no  appraisals 
were  made  by  this  Department,  it  is  believed  that  the  loans  are 
sufficiently  secured. 

Bonds: 

The  bonds  were  examined  and  checked  with  the  records  of 
the  company  and  a  schedule  of  these  securities,  giving  the  book, 
par  and  market  values,  is  attached  to  this  report  as  Exhibit  “A.” 
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Cash  in  Bank: 

I  lie  amounts  deposited  in  bank  were  verified  from  the  records 
of  the  company  and  reconciled  with  certificates  obtained  from 
the  hanking  institutions. 

A  g  en  is  B alanc  es : 

dhe  amounts  due  the  company  on  account  of  agents’  balances 
were  ascertained  from  the  records  of  the  company  and  the  bal¬ 
ances  over  three  months  due  have  been  deducted  as  a  not  ad¬ 
mitted  asset. 

Unpaid  Losses: 

The  records  and  papers  in  connection  with  the  unpaid  losses 
were  examined  and  the  amount  reported  in  the  foregoing  finan¬ 
cial  statement  is  believed  to  he  ample  to  provide  for  this  liability. 

Premium  Reserve: 

The  reserve  records  of  the  company  are  excellent  and  the 
premiums  in  force,  as  shown  by  these  records,  on  June  30,  1912, 
were  found  to  aggregate  $68,014.78.  The  unearned  portion  cal¬ 
culated  on  a  50  per  cent  basis,  produced  the  premium  reserve 
liability  of  $34,115.69  carried  in  the  foregoing  financial  state¬ 
ment. 

Capital  Stock  and  Surplus: 

The  charter  of  the  company  provides  that  the  capital  stock 
shall  be  $200,000,  divided  into  200,000  shares  of  a  par  value  of 
$1  each,  to  be  paid  in  cash  within  twelve  months  after  the  filing 
of  the  articles  of  incorporation.  As  shown  in  the  foregoing  state¬ 
ment,  the  capital  stock  has  been  fully  paid  in  and  $128,209,50 
contributed  on  account  of  surplus.  The  capital  stock  is  entirely 
owned  by  the  Arizona  Finance  Company  and  a  single  certificate, 
representing  the  entire  stock  ownership,  has  been  issued  to  the 
said  company. 

The  Arizona  Finance  Company  is  incorporated  under  the  laws 
of  the  State  of  Arizona  and  Article  III,  section  2,  of  its  charter, 
states  the  object  of  the  corporation  to  be  as  follows: 

“  To  organize  a  fire  insurance  company  to  operate  under  the  laws  of  the  Ter¬ 
ritory  of  Arizona  and  to  conduct  same  in  manner  provided  bv  such  laws.” 

v  1 
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Article  II  of  the  charter  provides  as  follows : 

“  The  capital  stock  of  the  company  shall  he  $500,000,  divided  into  500,000 
shares  of  the  par  value  of  $1  each,  which  shall  be  paid  in  at  such  times  as  the 
board  of  directors  may  designate  in  cash,  notes,  certificates  of  deposit  or  other 
valuable  thing  or  right,  and  all  shares  of  capital  stock,  when  so  issued  shall 
thereupon  and  thereby  become  full  paid  and  non-assessable,  and  the  judgment 
of  the  board  of  directors  as  to  the  prices  or  terms  upon  which  the  capital  stock 
be  sold  shall  be  conclusive.” 

The  subscription  agreement  for  purchase  of  stock  of  the  Ari¬ 
zona  Finance  Company  reads  in  part  as  follows: 

“  It  is  understood  and  agreed  that  all  settlements  made  by  me  under  the 
terms  of  this  subscription  shall  be  for  the  benefit  of  the  Arizona  Fire  Insur¬ 
ance  Company,  to  be  organized  by  the  Arizona  Finance  Company,  and  that  the 
endorsement  of  some  bank  or  trust  company  in  the  City  of  Phoenix  shall  ap¬ 
pear  on  the  back  of  the  certificate  issued  to  me,  stating  that  a  sum  equal  to 
not  less  than  eighty  (80%)  per  cent  of  this  subscription  shall  have  been  so 
deposited.” 

The  endorsement  on  the  stock  certificate  referred  to  in  the  fore¬ 
going  subscription  agreement  reads  as  follows : 

“  The  undersigned  does  hereby  certify  that  there  has  been  deposited  in  this 
bank  a  sum  equal  to  not  less  than  80%  of  the  purchase  price  of  the  within 
certificate,  which  will  be  held  for  the  benefit  of  the  Arizona  Fire  Insurance 
Company,  to  be  organized  by  the  Arizona  Finance  Company  and  to  be  subject 
to  investment  only  in  securities  and  loans  on  first  mortgages  as  provided  by 
the  laws  of  the  Territory  of  Arizona  governing  the  investment  of  fire  insurance 
companies . Cashier.” 

As  shown  by  the  foregoing,  the  Arizona  Finance  Company  is 
acting  in  the  capacity  of  a  holding  and  stock  selling  concern  and 
of  the  amounts  paid  in  on  account  of  stock  subscriptions  the  cor¬ 
poration,  under  the  terms  of  the  subscription  agreement,  cannot 
expend  for  organization  expenses  in  excess  of  20  per  cent  of  the 
amounts  so  subscribed. 

This  corporation  is  under  the  supervision  of  the  Corporation 
Commission  of  the  State  of  Arizona,  and  the  said  commission 
has  appointed  W.  H.  Plunkett  as  a  special  examiner  to  examine 
and  report  on  the  operations  and  affairs  of  the  Arizona  Finance 
Company.  A  copy  of  the  report  submitted  by  the  said  W.  H. 
Plunkett  to  the  Corporation  Commission  is  forwarded  to  you 
with  this  report  on  examination  of  the  Arizona  Fire  Insurance 
Company. 
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The  report  shows  that  368,783  shares  of  the  capital  stock  of  a 
par  value  of  $1  each  has  been  subscribed  for  at  varying  prices 
from  $.50  to  $2,  that  the  premiums  paid  on  account  of  this  stock 
amounted  to  $93,399  and  that  the  total  amount  so  far  subscribed 
aggregates  $462,182.  The  disbursements  on  account  of  organiza¬ 
tion  expenses  are  reported  as  $87,827.33.  The  principal  ledger 
asset  carried  by  the  company  is  the  account  with  the  Arizona  Eire 
Insurance  Company,  amounting  to  the  sum  of  $328,209.50.  This 
amount  agrees  with  the  records  of  the  Arizona  Fire  Insurance 
Company  and  is  shown  in  the  foregoing  schedule  of  income  as 
paid  in  on  account  of  capital  and  surplus. 

In  connection  with  this  report,  attention  is  called  to  the  fact 
that  of  the  total  capital  stock  subscribed,  85,000  shares  have  been 
sold  to  officers  and  directors  under  par  at  50  cents  per  share,  as 
compared  with  a  maximum  of  $2. 

In  explanation  of  this  matter  the  secretary  of  the  Arizona  Fi¬ 
nance  Company  under  date  of  August  9,  1912,  writes  as  follows: 

“  The  first  85,000  shares  were  appropriated  to  officers  and  directors  at  50 
cents  a  share  on  the  condition  that  their  services  to  both  the  Holding  Company 
and  the  Arizona  Fire  Insurance  Company  be  given  gratis  for  three  years.  No 
remuneration  has  been  paid  them,  not  even  transportation  cost  to  attend 
meetings. 

At  the  meeting  in  March  of  this  year  said  Directors  voluntarily  subscribed 
25,000  shares  of  stock  at  $2  per  share,  without  discount  or  commission,  and 
cash  was  paid  in  within  sixty  days  after.” 

And  his  letter  concludes  with  the  statement  that, — 

“  The  Corporation  Commission  advises  me  to-day  that  it  will  issue  a  license 
to  this  company  to  sell  its  unsold  stock,  the  authority  being  invested  in  that 
Commission  by  an  act  o<f  the  Legislature  passed  this  year.” 

Officers  and  Directors 


The  home  office  of  the  company  is  located  at  Phoenix,  Arizona, 
and  the  officers  and  directors  on  June  30,  1912,  were  as  follows: 


Officers 

President . 

1st  Vice  President . 

2nd  Vice  President . 

Treasurer . 

Secretary  and  Manager . 


. .  . .  Geo.  M.  Halm 
. .  .Epes  Randolph 
Jno.  G.  Spangler 
.Lloyd  B.  Christy 
W.  Ben  net  Gough 
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Lloyd  B.  Christy 
David  Babbitt 
W.  Bennet  Gough 
Geo.  M.  Halm 
Jno.  R.  Hampton 
Geo.  A.  Mintz 
Louis  Melczer 
Albert  Steinfeld 


Directors 

T.  G.  Norris 
Geo.  A.  Olney 

E.  B.  O’Neil 
A.  J.  Pickerel 
Epes  Randolph 
J.  G.  Spangler 

F.  A.  Sawyer 


Conclusion 


As  previously  stated  in  this  report,  the  purpose  of  the  examina¬ 
tion  was  to  ascertain  the  financial  and  general  condition  of  the 
company  preliminary  to  your  consideration  of  the  application  of 
the  said  company  to  transact  the  business  of  fire  insurance  in  the 
State  of  New  York. 

As  shown  in  the  foregoing  report,  the  company  has  a  paid  in 
cash  capital  of  $200,000,  invested  in  bonds  and  mortgages  which 
are  acceptable  as  capital  investments  under  the  provisions  of  the 
Insurance  Law  of  the  State  of  New  York.  The  admitted  assets 
on  June  30,  1912,  aggregated  $342,550.58  and  the  surplus  as  re¬ 
gards  policyholders  amounted  to  the  sum  of  $304,884.20. 

While  the  company  is  incorporated  under  the  laws  of  the  state 
of  Arizona  and,  as  a  stock  corporation,  is  governed  by  the  rules 
and  regulations  of  the  Corporation  Commission  of  said  state,  it  is 
not  under  the  jurisdiction  of  a  commission  or  department  of  in¬ 
surance.  I  am  advised,  however,  that  during  the  coming  session 
of  the  state  legislature,  a  special  code  of  insurance  laws  is  to  be 
introduced  which  will  provide  for  state  supervision  of  the  custom¬ 
ary  character. 

*/ 


ASSURANCE  COMPANY  OF  AMERICA 

New  York,  N.  Y. 

Examination  on  condition  as  of  March  31,  1912. 
Report  dated  June  19,  1912. 

Examiner:  Charles  TI.  Gardner. 


Ledger  Assets 

Book  value  of  bonds .  $415,742  47 

Deposits  in  banks  and  trust  companies  not  on  interest .  27,594  G3 

Deposits  in  hanks  and  tni6t  companies  on  interest .  40,000  00 
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Agent's  balances  representing  business  written  subsequent  to 
January  1,  1912 . 

Agents  balances  representing  business  written  prior  to  January 
1,  1912  . 


$30,021  1G 
1,185  63 


Total  ledger  assets 


$514,543  89 


A  cm-Ledger  Assets 

Interest  accrued  on  bonds .  $5,484  01 

Interest  accrued  on  bank  deposits .  275  00 

Reinsurance  due  on  paid  losses .  445  31 

-  6,204  32 


Gross  assets 


v520.748  21 


Deduct  Assets  Not  Admitted 

Agents’  balances  representing  business  written  prior 

to  January  1,  1912 .  $1,185  63 

Book  value  of  bonds  over  market  value .  56,342  47 

-  57,528  10 


Total  admitted  assets .  $463,220  11 


Jj  labilities 

Unpaid  losses  .  $26,531  50 

Unearned  premiums  on  one  year  risks . $75,169  00 

Unearned  premiums  on  term  risks .  14,522  00 


Total  unearned  premiums .  89.691  00 

Contingent  commissions  due .  2,069  39 

Reinsurance  premiums  due .  3,771  22 

State  taxes  estimated .  1.000  00 

Suspense  items  .  114  64 


Total  amount  of  all  liabilities  except  capital .  $123,177  75 

Capital .  $200,000  00 

Surplus  over  all  liabilities .  140,042  36 


Surplus  to  policyholders 


340,042  36 


Total  liabilities 


$463,220  11 


All  items  of  assets  and  liabilities  as  set  forth  in  the  foregoing 
financial  statement  have  been  compiled  from  the  company’s  books. 
The  examination  shows  that  on  March  31,  1912,  the  company  had 
a  surplus  amounting  to  $140,042.36  in  addition  to  its  capital  of 
$200,000. 


Reports  on  Official  Examination 


437 


The  company  was  incorporated  February  25,  1897,  with  a  capi¬ 
tal  stock  of  $200,000,  divided  into  2,000  shares  of  $100  each.  In 
December,  1903,  the  capital  stock  of  the  company  was  increased 
to  $400,000  divided  into  4,000  shares  of  $100  each.  As  a  result 
of  the  San  Francisco  conflagration  of  1906  the  company  found  it 
necessary  to  reduce  its  capital  stock  to  $200,000,  the  then  exist¬ 
ing  stockholders  receiving  one-half  share  of  the  new  issue  in  ex¬ 
change  for  every  share  of  the  stock  in  their  possession.  The  issue 
of  1903  consisting  of  4,000  shares  has  been  returned  and  cancelled 
with  the  exception  of  50  shares  still  outstanding.  From  an  exam¬ 
ination  of  the  stock  ledger  and  certificate  books  it  was  found  that 
but  1,975  shares  of  the  new  issue  of  1906  had  been  exchanged  for 
the  stock  of  the  issue  of  1903  leaving  25  shares  withheld  by  the 
company  until  the  above  mentioned  50  shares  of  1903  issue  have 
been  returned  and  cancelled. 


CALEDONIAN-AMERICAN  INSURANCE  COMPANY 

New  York,  N.  Y. 

Examination  on  condition  as  of  March  31,  1913. 

Report  dated  May  15,  1913. 

Examiner:  Isaac  Futd. 

Assistant  Examiner:  John  J.  Cunningham. 


Ledger  Assets 

Book  value  of  bonds  and  stocks .  $240,698  99 

Cash  in  office .  62  97 

Cash  in  banks .  10,040  96 

Agents’  balances  representing  business  written  subsequent  to 

December  31,  1912 .  24,893  81 

Agents’  balances  representing  business  written  prior  to  January 

1,  1913  .  2,266  57 

Deposit  with  Philadelphia  Underwriters .  200  00 

Reinsurance  due  on  paid  losses .  1,020  66 


Total  ledger  assets . $279,183  96 

Non-Tjedger  Assets 

Interest  accrued  on  bonds .  3,224  70 


Gross  assets 


$282,408  66 
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Deduct  Assets  Not  Admitted 
Agents’  balances  representing  business  written  prior  to 


January  1,  1913 .  $2,266  57 

Book  value  of  bonds  and  stocks  over  market  value.  .  . .  16,040  99 

-  $18,307  56 

Total  admitted  assets .  $264,101  10 


Liabilities 

Unpaid  fire  losses .  $2,191  76 

Unearned  premiums  on  one  year  risks .  $5,875  94 

On  term  risks .  8,417  49 


Total  unearned  premiums .  14,293  43 

Taxes  due  and  accrued  on  premiums  (estimated) .  200  00 

Reinsurance  premiums  .  13,361  07 

Sundry  unpaid  bills .  188  71 


Total  liabilities  except  capital . 

Capital .  $200,000  00 

Surplus .  33,866  13 


$30,234  97 


Surplus  to  policyholders 


233,866  13 


Total  liabilities 


$264,101  10 


EMPIRE  CITY  FIRE  INSURANCE  COMPANY 

New  York,  N.  Y. 

WILLI AMSBURGH  CITY  FIRE  INSURANCE  COMPANY 

New  York,  N.  Y. 

Examination  to  determine  condition  upon  merger  of  the  com¬ 
panies  under  name  of  The  Williamshurgh  City  Fire  Insurance 
Company. 

Report  dated  December  21,  1912. 

Examiner:  Seth  C.  McArthur. 

Appraisal  of  real  estate  securing  bond  and  mortgage  loans. 
Report  dated  December  16,  1912. 

Appraiser:  Eugene  L.  Paradi. 

Whereas ,  The  undersigned,  a  disinterested  person,  specially 
appointed  for  the  purpose  by  the  Superintendent  of  Insurance, 
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having  in  pursuance  of  such  appointments  hereto  annexed,  made 
an  examination  under  date  of  July  31,  1912,  of  the  Williams- 
burgh  City  Fire  Insurance  Company  of  Brooklyn,  and  the  Em¬ 
pire  City  Fire  Insurance  Company  of  Hew  York,  both  being 
domestic  fire  insurance  companies,  organized  under  the  Laws  of 
the  State  of  Hew  York,  and  now  taking  proceedings  to  merge  as 
one  corporation  under  the  title  of  The  Williamsburgh  City  Fire 
Insurance  Company.  Said  company  when  merger  is  completed  is 
to  assume  by  transfer  all  the  assets,  and  to  succeed  to  all  the  lia¬ 
bilities  and  obligations  of  the  said  two  existing  corporations. 

Now,  therefore,  I  do  hereby  certify  and  report  under  oath 
that  said  examination  shows  said  companies  on  said  date  to  be  in 
possession  of  total  admitted  assets  amounting  to  the  sum  of  three 
million,  seven  hundred  seven  thousand,  one  hundred  sixty-one  and 
ninety-four-hundredths  ($3,707,161.94)  dollars,  and  to  have  lia¬ 
bilities,  except  capital,  amounting  to  two  million,  five  hundred 
seventy-eight  thousand  seven  dollars  and  twenty-hundredths 
($2,578,007.20)  dollars,  as  particularly  set  forth  in  schedule  “A,” 
hereto  annexed,  and  as  further  evidenced  by  the  annexed  certifi¬ 
cate  executed  by  the  officers  of  the  two  corporations  to  be  merged. 
As  further  evidencing  such  financial  condition,  there  are  also 
attached  to  this  report,  marked  Schedules  “  B  ”  and  “  C,”  re¬ 
spectively,  separate  statements  of  the  assets  and  liabilities  of  each 
corporation  on  date  of  July  31,  1912. 

The  combined  capital  of  the  two  existing  corporations  is  $650,- 
000.  By  the  terms  of  the  merger  agreement  and  the  proposed 
new  charter,  it  is  provided  that  the  capital  of  the  new  corporation 
“  shall  be  $600,000,  divided  into  6,000  shares  of  $100  each.” 

I  further  hereby  report  in  connection  with  examination  on 
merger  of  said  companies  the  following: 

Williamsburgh  City  Fire  Insurance  Company 

Assets  —  Real  Estate 

The  real  estate  owned  consists  of  a  five  storv  brick  office  build- 

o 

ing  situated  at  the  corner  of  Kent  avenue  and  Broadway,  Wil¬ 
liamsburgh,  and  a  brick  building  at  Ho.  156  Montague  street, 
both  in  the  Borough  of  Brooklyn. 

The  value  fixed  by  departmental  appraisal  in  1908  was  as 
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follows :  Broadway  and  Ivent  avenue,  $40,000 ;  Montague  street, 
$50,000. 

The  company  has  recently  charged  to  profit  and  loss  $15,000, 
reducing  the  book  value  for  the  Kent  avenue  property  to  $25,000, 
and  that  figure  has  been  carried  in  this  financial  statement.  The 
value  for  the  Montague  street  property  is  carried  at  its  depart¬ 
ment  appraisal  value,  viz. :  $50,000. 

On  May  13,  1912,  the  Superintendent  of  Insurance  Depart¬ 
ment  issued  a  certificate  granting  extension  of  sale  of  the  Kent 
avenue  property  for  five  years  from  date.  Said  property  is  un¬ 
occupied. 

Loan  on  Bond  and  Mortgage 

On  December  23,  1911,  this  company  took  over  by  assignment 
from  the  Title  Guarantee  and  Trust  Company  of  New  York  a  loan 
made  by  said  company  on  property  located  at  Jamaica,  Long  Is¬ 
land,  in  the  sum  of  $55,000.  The  principal  sum  loaned  becomes 
due  in  1914.  A  policy  of  the  Bond  and  Mortgage  Guarantee 
Company  of  New  York  is  in  the  possession  of  the  company,  which 
guarantees  the  payment  of  both  principal  and  interest. 

A  department  appraisal  of  the  real  estate  securing  said  loan  has 
been  made  and  the  land  has  been  valued  at  $135,000,  which  is 
largely  in  excess  of  the  statutory  requirement. 

Liabilities  —  Unearned  Premium  Fund 

The  company  at  the  date  of  this  examination  computed  its  un¬ 
earned  premium  liability,  using  the  fractions  permitted  by  the 
Department  blanks  furnished  for  annual  statements,  and  in  con¬ 
sequence  charged  for  that  liability  the  sum  of  $2,294,696.67. 
The  examination  disclosed  that  a  closer  approximation  could  be 
obtained  by  using  different  fractions,  with  the  result  that  about 
$38,000  has  been  added  to  the  company’s  figures.  It  is  fair  to 
say  that  said  increase  would  be  partly  offset  had  the  company 
taken  credit  for  certain  items  allowed  by  changes  in  the  laws  re¬ 
lating  to  reinsurance  (section  22)  and  for  cancellation  occasioned 
by  partial  loss.  Said  credits  would  probably  amount  to  several 
thousand  dollars,  but  under  present  circumstances  it  is  not  deemed 
advisable  to  take  the  time  which  would  be  required  to  arrive  at 
the  correct  figure. 
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Reinsurance  Treaty 

Under  date  of  July  22,  1912,  the  company  entered  into  an 
agreement  (renewal)  with  the  Insurance  Company  Salamandra 
of  Russia,  providing  for  a  reinsurance  of  a  certain  proportion 
of  business  written  in  the  Eastern  and  Western  Departments. 
Xo  accurate  computation  of  the  amount  of  business  reinsured  on 
July  31,  1912,  has  been  undertaken,  hut  listed  in  the  statement  of 
December  31,  1911,  approximately  $250,000  represents  the  sum 
in  force  on  said  date. 

Securities 

The  securities  owned  were  examined  and  counted  and  found 
to  he  as  shown  in  the  schedules  attached,  except  in  cases  where 
deposits  had  been  made  with  state  departments,  in  which  event 
certificates  of  deposit  were  furnished,  and  the  stock  of  the  First 
Xational  Bank  of  Brooklyn,  Xew  York,  which  had  been  sold  on 
October  14,  1912. 

General  Agency  Contract 

The  operations  of  the  company  are  conducted  by  the  general 
agency  of  Crum  &  Forster,  Incorporated,  under  an  agreement 
dated  July  2,  1912.  By  the  terms  of  said  agreement  said  agency 
extends  over  and  covers  all  parts  of  the  United  States  and  else¬ 
where,  except  the  territory  known  as  the  “  Western  Union  Field  ” 
and  the  business  ceded  under  an  agreement  of  reinsurance  made 
with  the  Empire  City  Fire  Insurance  Company,  dated  July  1, 
1912. 

The  compensation  or  commission  is  based  on  the  net  business 
transacted. 

The  contract  is  made  for  a  period  of  one  year  from  the  first  day 
of  July,  1912,  unless  cancelled  by  the  mutual  consent  of  the 
parties  interested  and  is  subject  to  the  revision  of  the  compensa¬ 
tion  or  commission  upon  mutual  agreement  from  the  first  day  of 
any  succeeding  month. 

Western  Department 

The  company  maintains  a  branch  office  at  Freeport,  Illinois. 
F.  M.  Guild  is  the  general  manager  and  has  jurisdiction  over  the 
following  states:  Illinois  (Chicago  not  included),  Indiana,  Iowa, 
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Kansas,  Michigan,  Minnesota,  Missouri,  Nebraska,  Ohio,  South 
Dakota,  Wisconsin. 

Said  states  are  embraced  in  what  is  known  as  the  “  Western 
Union  Field.” 

At  the  date  of  this  examination,  the  Western  Department  had 
on  hand  notes  taken  in  payment  for  premiums  on  policies  issued 
on  farm  property,  amounting  to  $34,819.54. 

In  the  absence  of  any  legal  provision  suited  to  the  needs  of  this 
class  of  business,  and  finding  an  <c  unearned  premium  ”  liability 
was  carried,  and  also  finding  the  form  of  note  contained  a  clause 
to  the  effect  that  if  the  note  is  not  paid  at  maturity  the  policy 
shall  be  suspended  and  the  company  shall  not  be  liable  for  any 
loss  or  damage  that  may  occur  to  the  property  insured,  and  the 
whole  amount  of  premium  on  the  policy  shall  he  considered  as 
earned,  a  credit  has  been  allowed  in  the  financial  statement  cover¬ 
ing  said  items,  amounting  to  $31,193.99,  the  amount  carried  in 
the  “  unearned  premium  fund.” 

Special  Reserve  and  Guaranty  Surplus  Funds 

The  Williamsburgh  City  Fire  Insurance  Company  is  operating 
under  the  provisions  of  sections  130,  131  and  132  (a  so-called 
safety  fund  law).  On  February  12,  1875,  by  resolution  of  the 
board  of  directors,  a  special  reserve  fund  of  $125,000  and  a  guar¬ 
anty  surplus  fund  of  an  equal  amount  were  created  under  the 
provisions  of  the  Laws  of  1874,  chapter  189.  On  October  1, 
1887,  these  funds  were  increased  to  $280|,000|  each. 

At  the  date  of  this  examination,  the  company  had  on  deposit 
with  the  Superintendent  of  Insurance  at  Albany,  corporate  stock 
of  the  city  of  New  York  in  the  sum  of  one  hundred  fifty-seven 
thousand,  five  hundred  ($157,500)  dollars,  par  value,  and  bonds 
and  mortgages  representing  loans  on  real  estate  amounting  to  one 
hundred  twenty-four  thousand,  five  hundred  ($124,500)  dollars, 
making  a  total  of  two  hundred  eighty-two  thousand  ($282,000) 
dollars.  The  market  value  of  the  New  York  city  securities 
since  the  deposit  was  made  has  depreciated  $16,715. 

As  a  result  of  this  examination,  it  is  shown  that  the  guaranty 
surplus  fund  is  depleted. 
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The  following  is  quoted  from  an  attorney-general’s  opinion 
under  date  of  December  3,  1908 : 

“  The  statute  does  not  contemplate  the  maintenance  of  the  so- 
called  guaranty  surplus  fund  at  a  parity  with  the  special  reserve 
fund,  but  the  provisions  of  section  132  indicate  that  the  legisla¬ 
ture  expressly  contemplated  that  the  guaranty  surplus  fund  might  ' 
fall  below  the  special  reserve  fund.” 

Empire  City  Fire  Insurance  Company 
Unearned  Premium  Fund: 

On  June  30,  1912,  the  company  reported  a  liability  of  $469,- 
090.90  to  provide  for  unearned  premiums.  On  July  31,  1912,  it 
will  be  observed  no  charge  is  made  under  this  heading,  which  is 
explained  by  the  fact  that  on  date  of  July  1,  1912,  all  liability 
was  assumed  by  the  Williamsburgh  City  Eire  Insurance  Company 
under  an  agreement  of  reinsurance,  and  a  charge  for  said  liability 
is  included  in  the  unearned  premium  fund  of  the  latter  company. 

Reinsurance  Agreement 

Under  date  of  July  1,  1912,  the  Empire  City  Eire  Insurance 
Company  entered  into  a  “Reinsurance  Agreement”  with  the 
Williamsburgh  City  Eire  Insurance  Company  ceding  to  it  all 
business  in  force  at  that  date  and  all  business  written  subse¬ 
quently,  while  the  proposed  merger  is  pending. 

The  sum  paid  for  said  reinsurance  amounted  to  $493,487.30, 
less  a  commission  of  45  per  cent  allowed  by  the  “  Williamsburgh 
City,”  amounting  to  $222,069.28.  The  first  named  sum  was 
added  to  the  unearned  premiums  carried  by  the  u  Williamsburgh 
City,”  in  the  manner  provided  for  in  section  22. 

Schedule  “A” 

Containing  a  list  (as  of  July  31,  1912)  of  the  combined  assets  and  liabilities 
of  the  Williamsburgh  City  Fire  Insurance  Company  of  Brooklyn  and  the  Em¬ 
pire  City  Fire  Insurance  Company  of  New  York,  to  be  transferred  by  merger 
to  the  proposed 


444 


Repoets  on  Official  Examination 


The  Williamsburgh  City  Fire  Insurance  Company 


Ledger  Assets 

Bonds  :  Par  value 

Corp.  Stock,  City  of  New  York .  $157,500  00 

Deposited  ivith  Insurance  Department,  Albany,  Y.  Y. 

State  of  Georgia,  Reg.  414%,  1015 .  10,000  00 

Atlanta,  Ga.,  Water,  Reg.  4y2%,  1926 .  10,000  00 

The  above  deposited  ivith  Treasurer  of  State  of  Georgia. 

Richmond,  Va.,  Reg.  4%,  1920 .  12,500  00 

Richmond,  Va.,  Reg.  4%,  1924 .  1,000  00 


Market  value 
$140,785  00 

10,100  00 
10,300  00 


12,250  00 
980  00 


The  above  deposited  with  Treasurerf  Commonwealth  of  Virginia. 


Corp.  Stock,  City  of  New  York,  4^%,  1957 . 

New  Mexico,  Agricultural  College,  5%,  1931 . 

Chesapeake  &  Ohio  R.  R.  Co.,  Convert.  4^%,  1930 
Northern  Pacific  Great  Northern  Joint  C.  B.  &  Q. 

Collateral  4%,  1921 . 

Erie  R.  R.  Co.  (Pennsylvania  Collateral)  4%,  1951 
Atlantic  Coast  Line  R.  R.  Co.,  Con.  Reg.,  4%,  1939 
N.  Y.,  N.  H.  &  H.  R.  R.  Co.,  Con.  Deben.,  6%,  1948 
New  York,  N.  H.  &  H.  R.  R.  Co.,  Cert-,  3*4%,  1956 

Southern  Pacific  Co.,  Convertible,  4%,  1929 . 

Interborough  Metropolitan  Co.,  4y>%,  1956 . 

Manhattan  Ry.  Co.,  Consol.  Mort.  Gold,  4%,  1990 
N.  Y.  C.  Park,  111th  St.  &  E.  R.  Reg.,  3y2%,  1940 
Brooklyn  Union  Gas  Co.,  1st  mortg.,  5%,  1945.  .  . 
Kings  County  E.  L.  &  P.  Co.,  Con.  Deb.,  6%,  1922 
N.  Y.  Gas,  Elec.  Light,  H.  &  P.  Co.,  4%,  1949. . . 
Corn  Products  Ref.  Co.,  1st  mortg.,  5%,  1934.  .  .  . 
Mortgage  Bond  Company  o4  New  York,  4%,  1966 
N.  Y.  Air  Brake  Co.,  1st  mortg  con.,  69c,  1928. . . 
New  York  Tel.  Co.,  1st  mortg.,  4^9c,  1939 . 

Stocks : 

100  Atchison,  Top.  &  Santa  Fe  R.  R.  Co.  (Pfd. ) 
114  Delaware,  Lackawanna  &  Western  R.  R.  Co. 

20  Lackawanna  R.  R.  Co.  of  New  Jersey . 

500  New  York,  New  Haven  &  Hartford  R.  R.  Co. 
1,000  Norfolk  &  Western  Ry.  Co.  (common) 

500  Northern  Pacific  Railway  Co . 

500  Southern  Pacific  Company  (common) . 

500  Union  Pacific  R.  R.  Co.  (common) . 

1,000  Union  Pacific  R.  R.  Co.  (preferred) . 

95  Christopher  &  10th  St.  R.  R.  Co . 

25  First  National  Bank  of  New  York . 

*220  First  National  Bank  of  Brooklyn . 

75  Hanover  National  Bank,  New  York . 

50  National  Bank  of  Commerce  in  New  York. 
100  National  Park  Bank  of  New  York . 


500 

00 

530 

00 

10.000 

00 

10,400 

00 

20,000 

00 

18,600 

00 

50,000 

00 

48,000 

00 

10,000 

00 

9,000 

00 

10,000 

00 

10,400 

00 

75,000 

00 

96,000 

00 

10,000 

00 

9,100 

00 

10,000 

00 

9,500 

00 

200,000 

00 

164,000 

00 

40,000 

00 

38,400 

00 

50,000 

00 

44,000 

00 

9,000 

00 

9,540 

00 

100,000 

00 

127,000 

00 

50,000 

00 

44,500 

00 

50,000 

00 

48,000 

00 

25,000 

00 

21,750 

00 

12,000 

00 

12  000 

00 

50,000 

00 

50,000 

00 

10,000 

00 

10,200 

00 

5,700 

00 

30.267 

00 

2,000 

00 

1,920 

00 

50,000 

00 

67,500 

00 

100,000 

00 

118,000 

00 

50,000 

00 

62,500 

00 

50,000 

00 

55,500 

00 

50,000 

00 

84,500 

00 

100,000 

00 

90,000 

00 

9,500 

00 

12,445 

00 

2,500 

00 

25,200 

00 

22,000 

00 

61,600 

00 

7,500 

00 

52,500 

00 

5,000 

00 

9,850 

00 

10,000 

00 

37,100 

00 

*  Sold. 
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Stocks : 

200  Peoples  National  Bank  of  Hackensack,  N.  J. 

115  Kings  County  Trust  Co.,  Brooklyn . 

180  Williamsburgh  Trust  Co . 

625  American  Telephone  &  Telegraph  Co . 

100  Pacific  Telephone  &  Telegraph  Co.  (pref.)  . 

600  Brooklyn  Union  Gas  Company . 

1,000  Consolidated  Gas  Co.  of  New  York . 

200  Washington  Water  P.  Co.  of  Spokane,  Wash. 

500  The  Mackay  Companies  (preferred) . 

500  Pressed  Steel  Car  Co.  (common) . 

250  William  Street  Offices  (a  corporation)  .... 

50  Sanborn  Map  Company . 

5  Underwriters  Salvage  Co.,  New  York . 


Par  value 
$20,000  00 

11.500  00 
18,000  00 

62.500  00 
10,000  00 
60,000  00 

100,000  00 
20,000  00 
50,000  00 
50,000  00 
25,000  00 
5,000  00 
500  00 


Market  value 
$45,000  00 
59.915  00 
5,400  00 
91,250  00 
10,000  00 
88,200  00 
144,000  00 
26,600  00 
35,000  00 
18,000  00 
25,000  00 
15,000  00 
625  00 


Total  par  and  market  values . $1,879,200  00  $2,228,207  00 


Real  estate,  book  value . . 

Collateral  loan  . 

Loans  on  bond  and  mortgage 


75,000  00 
5,000  00 
538,400  00 
388,762  31 


Deposited  in  trust  companies  and  banks  and  cash  in  office .... 

Deposited  in  Peoples  National  Bank,  Hackensack,  N.  J.,  in  the 
name  of  Crum  &  Forster,  Inc.,  Agents  of  the  United  States 

Underwriters . 

Agents’  balances  . 

Bills  receivable,  taken  for  fire  risks  on  farm  properties . 

Reinsurance  premiums  due  from  Empire  City  Fire  Insurance 
Company  to  Williamsburgh  City  Fire  Insurance  Company 
of  Brooklyn  .  36,426  49 

Total .  $3,701,557  20 


5,000  00 
389,941  86 
34,819  54 


Non-Ledger  Assets 


Interest  accrued  .  17,857  29 

Reinsurance  recoverable  due  on  paid  losses .  9,844  02 

Gross  assets  .  $3,729,258  51 


Deduct  Assets  Not  Admitted 


Agents’  balances  representing  business  written 

prior  to  May  1,  1912 .  $18,471  02 

Face  value  of  bills  receivable  over  amount 
charged  as  unearned  premiums  on  policies  cov¬ 
ered  by  notes  .  3,625  55 


22,096  57 


Total  admitted  assets 


$3,707,161  94 


Liabilities 


Net  unpaid  losses  and  claims 
Unearned  premiums . 


$179,518  82 
2,332,809  36 
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Estimated  amount  hereafter  payable  for  state 
and  other  taxes  and  bills  and  accounts  due  and 

accrued .  $20,887  74 

Reinsurance  premiums  due  Williamsburgh  City 

Fire  Insurance  Company,  Brooklyn,  from  Em¬ 
pire  City  Fire  Insurance  Co .  36,426  49 

Commissions  due  on  certain  notes  taken  for  fire 

premiums .  407  jq 

Commissions  due  agents  under  contingent  commis¬ 
sion  contracts  .  3,076  27 

Reinsurance  premiums  due .  4,880  82 

Liabilities,  except  capital . $2,578,007  20 

Capital  .  $650,000  00 

Surplus .  *479,154  74 

Surplus  to  policyholders .  1,129,154  74 

Total  liabilities .  $3,707,161  94 


Schedule  “  B ” 

Williamsburgh  City  Fire  Insurance  Company 


Ledger  Assets 

B°D(3s  :  Par  value  Market  value 

Corp.  Stock,  City  of  New  York .  $157,500  00  $140,785  00 

The  above  deposited  with  Insurance  Department,  Albany,  N.  Y. 

State  of  Georgia,  Registered .  10,000  00  10,100  00 

The  above  deposited  with  Treasurer  of  State  of  Georgia. 

Richmond,  Va.,  Registered .  12,500  00  12,250  00 

Richmond,  Va.,  Registered .  1,000  00  980  00 

The  above  deposited  with  Treasurer  of  Commonwealth  of  Virginia. 

Corporate  stock  of  City  of  New  York .  500  00  530  00 

Territory  of  New  Mexico,  Agricultural  College..  10,000  00  10,400  00 

Chesapeake  &  Ohio  R.  R.  Co.,  convertible .  20,000  00  18,600  00 

Northern  Pac.,  Great  No.  Joint  C.  B.  &  Q.,  collat.  50,000  00  48,000  00 

Erie  R.  R.  Co.,  Pennsylvania  collateral .  10,000  00  9,000  00 

New  York,  New  Haven  &  H.  R.  R.  Co.,  con.  deben.  75,000  00  96,000  00 

New  York,  New  Haven  &  H.  R.  R.  Co.,  certif .  .  .  .  10,000  00  9,100  00 

Southern  Pacific  Company,  convertible .  10,000  00  9,500  00 

Interborough  Metropolitan  Company .  200,000  00  164,000  00 

Manhattan  Rv.  Co.,  consolidated  mortg.  gold....  40,000  00  38,400  00 

Brooklyn  Union  Gas  Co.,  1st  mortgage .  9,000  00  9,540  00 

Kings  Co.  Elec.  L.  &  P.  Co.,  convertible  deben.  ..  100,000  00  127,000  00 

New  York  Gas,  Elec.  Light,  Heat  &  Power  Co. .  . .  50,000  00  44,500  00 

Corn  Products  Refining  Co.,  1st  mortgage .  50,000  00  48,000  00 

Mortgage  Bond  Company  of  New  York .  25,000  00  21,750  00 

New  York  Air  Brake  Co.,  1st  mortg.  convert.  .  .  .  12,000  00  12,000  00 

New  York  Telephone  Co.,  1st  mortgage .  50,000  00  50,000  00 


*  This  item  includes  a  special  reserve  fund  and  a  guaranty  surplus  fund. 
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Stocks  :  par  value 

100  Atchison,  Top.  &  Santa  Fe  R.  R.  Co.  (pref.)  $10,000  00 

114  Delaware,  Lackawanna  &  West.  R.  R.  Co..  5,700  00 

20  Lackawanna  R.  R.  Co.  of  New  Jersey .  2,000  00 

500  New  York,  New  Haven  &  Hart.  R.  R.  Co.  50,000  00 

1,000  Norfolk  &  Western  Ry.  Co.  (common)  ....  100,000  00 

500  Northern  Pacific  Railway  Co .  50,000  00 

500  Southern  Pacific  Company  (common) .  50,000  00 

500  Union  Pacific  R.  R.  Co.  (common) .  50,000  00 

1,000  Union  Pacific  R.  R.  Co.  (preferred) .  100,000  00 

95  Christopher  and  10th  St.  R.  R.  Co .  9,500  00 

25  First  National  Bank  of  New  York .  2,500  00 

*  220  First  National  Bank  of  Brooklyn .  22,000  00 

75  Hanover  National  Bank,  New  York .  7,500  00 

50  National  Bank  of  Commerce  in  New  York.  5,000  00 

100  National  Park  Bank  of  New  York .  10,000  00 

200  Peoples  National  Bank  of  Hackensack,  N.  J.  20,000  00 

115  Kings  County  Trust  Company,  Brooklyn..  11,500  00 

180  Williamsburgh  Trust  Company .  18,000  00 

600  American  Telephone  &  Telegraph  Co .  60,000  00 

100  Pacific  Telephone  &  Telegraph  Co .  10,000  00 

600  Brooklyn  Union  Gas  Company .  60,000  00 

1,000  Consolidated  Gas  Co.  of  New  York .  100,000  00 

200  Washington  Water  P.  Co.  of  Spokane,  Wash.  20,000  00 

500  The  Mackay  Companies  (preferred) .  50,000  00 

500  Pressed  Steel  Car  Co.  (common) .  50,000  00 

250  William  Street  Offices  (a  corporation)....  25,000  00 

Total  par  and  market  values . $1,801,200  00 


Market  value 
$10,200  00 
30,267  00 
1,920  00 

67.500  00 
118,000  00 

62.500  00 

55.500  00 

84.500  00 
90,000  00 
12,445  00 

25.200  00 
61,600  00 

52.500  00 
9,850  00 

37,100  00 
45,000  00 
59,915  00 
5,400  00 

87.600  00 
10.000  00 

88.200  00 
144,000  00 

26.600  00 
35,000  00 
18,000  00 
25,000  00 

>2,144,232  00 


Real  estate,  book  value .  75,000  00 

Loans  on  bond  and  mortgage .  288,900  00 

Deposited  in  trust  companies  and  banks  and  cash  in  office..  ..  235,336  50 

Agents’  balances  .  294,809  78 

Bills  receivable  taken  for  fire  risks  on  farm  properties .  34,819  54 

Reinsurance  premiums  due  from  Empire  City  Fire  Insurance  Co.  36,426  49 


Total .  $3,109,524  31 

N on-Ledger  Assets 

Interest  accrued  .  15,004  74 

Reinsurance  recoverable  due  on  paid  losses .  4,926  44 


Gross  assets  .  $3,129,455  49 


Deduct  Assets  Not  Admitted 

Agents’  balances  representing  business  written 

prior  to  May  1,  1912 .  $18,471  02 


*  This  stock  was  sold  od  October  14,  1912,  as  shown  on  company’s  cash  book 
on  that  date. 
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Face  value  of  bills  receivable  over  amount  charged 
as  unearned  premiums  on  policies  covered  by 

notes .  $3,625  55 

-  $22,096  57 

Total  admitted  assets .  $3,107,358  92 


Liabilities 


Net  unpaid  losses  and  claims . 

Unearned  premiums . 

Estimated  amount  hereafter  payable  for  state  and 
other  taxes  and  bills  and  accounts  due  and 

accrued . 

Commissions  due  on  certain  notes  taken  for  lire 

premiums . 

Commissions  due  agents  under  contingent  com¬ 
mission  contracts  . 

Reinsurance  premiums  due . 


$136,103  71 
2,332,809  36 

15,887  74 

407  70 

3,076  27 
4,880  82 


Liabilities,  except  capital 

Capital . 

Surplus . 

Surplus  to  policyholders .... 


. $2,493,165  60 

$250,000  00 
*364,193  32 


614,193  32 


Total  liabilities 


$3,107,358  92 


Schedule  “  C  ” 


Empire  City  Fire  InsuroMce  Company 


Ledger  Assets 

Bonds : 

N.  Y.  C.  Park,  111th  St.  and  East  River . 

t  City  of  Atlanta,  Ga.,  water . 

Atlantic  Coast  Line  R.  R.  Co.,  convertible... 

Stocks  : 

50  Sanborn  Map  Company . 

25  American  Telephone  &  Telegraph  Co . 

5  Underwriters  Salvage  Company,  N.  Y.... 


Par  value 
$50,000  00 
10,000  00 
10,000  00 

5,000  00 
2,500  00 
500  00 


Market  value 
$44,000  00 
10,300  00 
10,400  00 

15,000  00 
3,650  00 
625  00 


Total  par  and  market  values .  $78,000  00  $83,975  00 


Collateral  loan  .  5,000  00 

Loans  on  bond  and  mortgage .  249,500  00 

Deposited  in  trust  companies  and  banks  and  cash  in  office.  .  .  .  153,425  81 


*  This  item  includes  a  special  reserve  fund  of  $280,000  and  a  guaranty  surplus 
fund  of  $84,193.32. 

f  Deposited  with  the  Treasurer  of  the  State  of  Georgia. 
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Deposited  in  Peoples  National  Bank,  Hackensack,  X.  J.,  in  the 
name  of  Crum  &  Forster,  Inc.,  agents  of  the  United  States 


Underwriters .  $5,000  00 

Agents’  balances  lepresenting  business  written  subsequent  to 

April  30,  1912 .  95,132  08 


Total .  $592,032  89 

Non-Ledger  Assets 

Interest  accrued  .  2,852  55 

Reinsurance  due  on  paid  losses .  4,917  58 


Gross  assets  (Total  admitted  assets) .  $599f803  02 


Liabilities 

Xet  unpaid  losses  and  claims . 

Taxes,  bills  and  accounts  due  or  accrued . 

Reinsurance  premiums  due  Williamsburgli  City  Fire  Insurance 
Company,  Brooklyn,  X.  Y . 

Liabilities,  except  capital .  $84,841  60 

Capital .  $400,000  00 

Surplus .  114,961  42 

Surplus  to  policyholders .  514,961  42 


$43,415  11 
5,000  00 

36,426  49 


Total  liabilities 


$599,803  02 


FIDELITY-PHFXIX  FIRE  IXSURAXCE  COMPAXY  OF 

XEW  YORK 

Xew  York,  X.  Y. 

Examination  on  condition  as  of  June  30?  1912. 

Report  dated  January  10,  1913. 

Examiner:  Isaac  Fuld. 

Assistant  Examiners:  McArthur,  Bantu ,  Bacharach,  Billing- 
ham,  Cunningham,  FinMestone. 


Ledger  Assets 

Book  value  of  real  estate .  $592,500  00 

Mortgage  loans  on  real  estate,  1st  liens .  29,500  00 

Book  value  of  bonds  and  stocks .  10,309,157  00 

Cash  in  office  and  in  banks  and  trust  companies .  2,484,630  52 

Agents’  balances  representing  business  written  subsequent  to 
March  31,  1912  .  860,491  16 

Vol.  Y  — 15 
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Agents’  balances  representing  business  written  prior  to  April  1, 


1912 .  $28,499  72 

Bills  receivable  taken  for  premiums  on  farm  risks .  449,216  99 

Bills  receivable  taken  for  purchase  money  on  conti act  of  sale 

of  real  estate  .  11,250  00 

Due  from  Citizens  Insurance  Company .  11,896  88 


Total  ledger  assets .  $14,777,132  27 

N on-Ledger  Assets 

Interest  accrued  .  26,422  97 

Rent  accrued  .  48  00 

Due  for  reinsurance  on  paid  losses .  9,002  69 

Equity  in  H.  C.  Stockdell  claim .  34,995  00 

Mortgage  loan  (subrogation  claim) .  1,200  00 

Market  value  of  bonds  —  stocks  over  book  value .  69,237  00 


Gross  assets  .  $14,918,037  93 


Deduct  Assets  Not  Admitted 

Agents’  balances  representing  business  written 

prior  to  April  1,  1912 . 

Bills  receivable  past  due,  taken  for  premiums 

on  farm  risks . 

Due  from  Citizens  Insurance  Company . 

Excess  of  farm  notes  credited  over  unearned  pre¬ 
mium  liability  charged  thereon . 

Book  value  of  real  estate  over  market  value..  .. 


Total  admitted  assets .  $14,775,067  84 


$28,499  72 

40,515  73 
11,896  88 

44,557  76 
17,500  00 


Liabilities 


Unpaid  losses  .  $482,026  19 

Unearned  premiums  .  6,740,372  46 

Sundry  unpaid  bills .  31.273  25 

Brokerage  and  contingent  commissions .  8,267  70 

Return  premiums  (estimated) .  1,000  00 

Reinsurance  premiums  .  32,430  25 

Taxes  accrued  (estimated) .  62,000  00 

Claim  of  Wm.  J.  Logan .  198,798  92 


Total  liabilities  except  capital 


Capital . $2,500,000  00 

Surplus .  4,718,899  07 


$7,556,168  77 


Surplus  to  policyholders 


7,218,899  07 


$14,775,067  84 


Total  liabilities 
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Financial  Statement 

The  financial  statement  appearing  above  shows  a  surplus  to  the 
company  above  its  capital  stock  in  the  sum  of  $4,718,899.07. 
Such  statement  is  the  result  of  a  careful  examination  of  each  item 
of  assets  and  liabilities,  necessitating  not  only  an  investigation  at 
the  New  York  offices,  but  also  at  the  office  of  the  western  depart¬ 
ment  in  Chicago,  Ill. 


Equity  in  Stockdell  Claim 

As  shown  in  the  report  on  examination  of  the  Phenix  Insur¬ 
ance  Company  of  Brooklyn,  dated  May  24,  1910,  H.  C.  Stockdell, 
its  former  general  agent  at  Atlanta,  Ga.,  was  indebted  to  said 
company  in  the  sum  of  $54,377.68,  and  the  following  securities 
were  transferred  to  the  company  as  collateral : 

50  shares  Battle  Creek  Coal  &  Coke  Co.  stock. 

$5,000  Battle  Creek  Coal  &  Coke  Co.  bonds. 

Conveyance  to  real  estate  located  at  442  Peachtree  Street,  Atlanta,  Ga. 

Conveyance  to  real  estate  located  corner  of  Haynes  and  Foundry  Streets, 
Atlanta,  Ga. 

Six  policies  of  insurance  on  the  life  of  H.  C.  Stockdell  issued  by  various  life 
insurance  companies  in  the  total  sum  of  $40,000. 


The  following  statement  shows  the  condition  of  this  claim 
on  June  30,  1912 : 


Debits 


Amount  of  original  claim . 

Taxes  and  expenses  on  real  estate . 

Premiums  paid  on  life  insurance  policies 
Interest  to  June  30,  1912 . 


$54,377  68 
1,331  07 
6,171  70 
5,255  93 


Total  debits 


$67,136  38 


Credits 

Real  estate  sold .  $22,393  80 

Battle  Creek  Coal  &  Coke  Co.  6%  bond  sold  par 

value  $1,000  .  970  00 

Interest  and  dividends  received .  1,056  18 


Total  credits  .  24,409  98 

Balance  due  company .  $42,726  40 
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As  collateral  for  this  balance  the  company  is  in  possession  of 
the  following  securities : 

50  shares  Battle  Creek  Coal  &  Coke  Co.  stock. 

$4,000  Battle  Creek  .Coal  Co.,  6%  bonds,  and  the  above-mentioned  six  life 
insurance  policies. 


Mr.  H.  C.  Stockdell  died  in  September,  1912,  and  a  tentative 
agreement  has  been  reached  between  the  company  and  a  repre¬ 
sentative  of  the  Stockdell  estate  whereby  the  company  is  to  receive 
the  proceeds  of  the  said  six  life  insurance  policies  and  upon  the 
receipt  thereof  the  company  is  to  return  to  the  Stockdell  estate 
the  fifty  shares  Battle  Creek  Coal  &  Coke  Company  stock  and  the 
$4,000  Battle  Creek  Coal  &  Coke  Company  6  per  cent  bonds. 

The  following  is  a  statement  of  the  present  equity  in  said 
claim 


Value  of  six  life  insurance  policies .  $40,625  00 

Less  market  value  Battle  Creek  Coal  &  Coke  Co.  bonds  and 
stocks  to  be  returned  and  included  in  the  total  market  value 
of  bonds  and  stocks  owned .  5,630  00 


Balance .  $34,095  00 


For  the  purpose  of  this  examination  this  balance  has  been 
credited  in  the  aforementioned  financial  statement  as  the  remain¬ 
ing  equity  in  the  Stockdell  claim. 

Claim  of  Wm.  J.  Logaii 

The  liability  item  “  Claim  of  Wm.  J.  Logan  $198,798.92  ”  is 
the  result  of  a  suit  brought  against  the  Fidelity-Phenix  Fire  In¬ 
surance  Company  as  successor  to  the  Phenix  Insurance  Company 
of  Brooklyn  by  Wm.  J.  Logan,  a  director  of  the  latter  company, 
for  the  recovery  of  the  value  of  1,400  shares  American  Sugar  Re¬ 
fining  Company  common  stock.  On  June  17,  1912.  a  verdict  was 
rendered  against  the  company  in  the  Supreme  Court,  Borough  of 
Brooklyn,  for  $198,375,  representing  the  value  of  the  stock  in 
question  plus  interest  to  date  the  verdict  was  rendered.  To  this 
amount  has  been  added  $423.92  interest  from  June  17,  1912,  to 
June  30,  1912,  and  the  total,  amounting  to  $198,798.92,  has  been 
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charged  as  a  liability  in  the  foregoing  financial  statement.  An 
appeal  from  this  verdict  is  now  pending. 

All  other  items  of  assets  and  liabilities  have  been  carefully 
verified  and  computed. 

Organization  and  History  of  Company 

The  Fidelity-Phenix  Fire  Insurance  Company  of  Hew  York,  a 
stock  fire  and  marine  insurance  corporation,  was  organized  March 
1,  1910,  by  a  merger  of  the  Fidelity  Fire  Insurance  Company  of 
Hew  York  and  the  Phenix  Insurance  Company  of  Brooklyn, 
H.  Y.,  with  a  capital  of  $2,500,000,  divided  into  25,000  shares  of 
stock  of  a  par  value  of  $100  each.  The  charter,  which  expires  on 
June  11,  1936,  provides  for  the  making  of  insurance  against  loss 
by  fire,  lightning,  windstorms,  tornadoes  or  earthquakes,  and  also 
against  loss  or  damage  by  water  arising  from  the  breakage,  leak¬ 
age  of  sprinklers  or  accidental  injury  to  such  sprinklers,  pumps 
or  other  apparatus,  as  well  as  upon  inland  and  ocean  marine  risks, 
including  insurance  upon  automobiles.  It  further  provides  for  a 
board  of  directors  consisting  of  fifteen  members,  a  majority  of 
whom  shall  be  citizens  of  this  State  and  each  of  them  shall  be  the 
owner  in  his  own  right  of  at  least  $1,000  of  the  stock  at  its  par 
value. 

In  March,  1910,  the  company  and  the  Continental  Insurance 
Company  of  Hew  York  entered  into  a  contract  under  which  both 
companies  issue  joint  policies  of  insurance  under  the  title  of  the 
“  Fidelity  Underwriters.”  This  form  of  policy  contract  was  sub¬ 
mitted  to  and  had  the  approval  of  the  Department. 

The  company  transacts  business  in  practically  every  State  and 
Territory  in  the  United  States  and  in  the  Dominion  of  Canada, 
with  a  net  annual  premium  income  of  upwards  of  $6,000,000. 
Its  field  of  operations  is  divided  into  the  eastern  department 
under  the  direct  supervision  of  the  president  and  other  executive 
officers  and  the  western  department  under  the  supervision  of 
Secretary  C.  R.  Street. 

Special  Deposits 

Included  in  the  list  of  securities  owned  as  set  forth  in  Exhibit 
A,  the  company  has  on  deposit  with  the  general  fiscal  officer  of  the 
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States  and  country  named  below  the  following  securities  for  the 
benefit  and  protection  of  its  policyholders  residing  therein : 


Description  Par  value 

Georgia,  reg.,  3%%,  1917 .  $10,000  00 

Dist.  of  Columbia,  reg.,  3.65%,  1924 .  20,000  00 

New  Mexico,  genl.,  4%,  1939 .  10,000  00 

Virginia,  reg.,  3%,  1991 .  57,000  00 

Dist.  of  Columbia,  reg.,  3.65%,  1924 .  155,000  00 

Toronto,  Can.,  3%,  1913 .  50,000  00 

Toronto,  Can.,  3%%,  1929 .  55,967  00 

Toronto,  Can.,  3 %%,  1944 .  24,333  00 


Market  value 
$9,000  00 
21,000  00 
10,100  00 
48,400  00 
164,300  00 
49,500  00 
50,930  97 
22,143  00 


Satisfactory  documentary  evidence  was  obtained  covering  the 
above  mentioned  deposits. 


State  Tax  on  Premiums 

The  records  of  the  company  show  that  it  pays  to  the  State 
Comptroller,  as  a  franchise  tax,  under  the  provisions  of  section 
187  of  the  Tax  Law,  1  per  cent  upon  its  premium  income  in 
this  State,  i.  e.,  gross  premiums  less  return  premiums. 


Dividends  to  Stockholders 

Beginning  with  January,  1911,  to  date  of  this  examination  a 
semi-annual  dividend  to  stockholders  of  5  per  cent  was  declared 
and  paid. 

Remsurance  Contracts 

The  company  has  contracts  of  reinsurance  in  force  with  the 
following  authorized  companies : 

Jaker  Insurance  Company  of  Moscow,  Russia. 

First  Bulgarian  Insurance  Company  of  Rustcliuck,  Bulgaria. 

Warsaw  Fire  Insurance  Company  of  Warsaw,  Russia. 

Imperial  Fire  Insurance  Company  of  Denver,  Col. 


These  contracts  went  into  effect  on  February  11,  1910,  June  9, 
1910,  November  1,  1911,  and  April  16,  1912,  respectively. 

The  company  also  has  reinsurance  contracts  in  force  with  the 
Bernese  Reinsurance  Company  of  Berne,  Switzerland,  and  the 
German  Reinsurance  Company  of  Dusseldorf,  Germany.  These 
are  two  foreign  insurance  corporations  not  authorized  to  transact 
the  business  of  fire  insurance  in  this  State.  Both  of  these  con- 
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tracts  went  into  effect  on  October  30,  1911,  and  appear  to  have 
been  executed  in  Yew  York  City  and  are  signed  for  said  com¬ 
panies  by  Douglas  Bros.,  attorneys,  R.  H.  Folsom,  managing 
director. 

All  the  above  mentioned  contracts  provide  for  a  commission  in 
payment  of  all  expenses  including  taxes,  except  expenses  incurred 
in  settlement  of  losses. 

Settlement  of  Phenix  Insurance  Company  Transactions 

Final  disposition  of  various  matters  of  which  specific  mention 
was  made  in  the  previously  referred  to  report  on  examination  of 
the  Phenix  Insurance  Company  is  herewith  noted. 

Carnegie  Trust  Company: 

On  date  of  the  merger  the  Fidelity-Phenix  Fire  Insurance 
Company  had  on  deposit  in  said  banking  institution  $254,186.32 
and  was  obligated  to  repurchase  the  following  securities  pre¬ 
viously  sold  by  the  Phenix  Insurance  Company  to  the  Carnegie 
Trust  Company  at  the  original  sale  price  of  $494,400  plus  inter¬ 
est  and  commission  charges: 

$278,000  00  Council  Bluffs  City  Water  Works  Co.  6%  bonds. 

80,000  00  Council  Bluffs  City  Water  Works  Co.  5%  bonds. 

5000  shares  Council  Bluffs  City  Water  Works  Co.  preferred  stock. 

1450  shares  Lincoln  Gas  &  Electric  Co.  stock. 

In  March,  1910,  an  agreement  was  consummated  between  the 
company  and  the  Banking  Department  of  this  State  whereby  the 
above  mentioned  securities  were  returned  to  the  company  upon 
the  payment  of  $180,000  and  the  relinquishing  of  its  deposit  of 
$254,186.32. 

During  the  year  1911  the  company  sold  of  the  above  retrans¬ 
ferred  securities 

$278,000.00  Council  Bluffs  City  Water  Works  Co.  6%  bonds  for  $226,166  90 


Interest  in  settlement  of  unpaid  interest  on  above  bonds .  20,000  00 

1450  shares  Lincoln  Gas  &  Electric  Co.  stock .  43,017  00 


$289,183  90 


Total  .  . 
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The  remaining  securities  which  are  in  possession  of  the  com¬ 
pany,  and  of  no  value,  have  not  been  included  among  the  bonds 
and  stocks  owned  as  set  forth  in  Exhibit  A. 

Carter ,  Wilder  &  Company: 

On  April  27,  1911,  the  company  received  from  said  firm  $52,- 
500  in  full  settlement  of  all  claims  resulting  from  the  withdrawal 
of  Phenix  Insurance  Company  funds  on  drafts  drawn  on  them  by 
Goorge  P.  Sheldon,  its  former  president,  to  his  personal  order. 

George  P.  Sheldon: 

Between  June  13,  1910,  and  June  28,  1912,  the  company  re¬ 
ceived  from  the  Sheldon  estate  $47,453.10  in  substantially  full 
settlement  of  ail  claims  against  said  estate  arising  from  Mr. 
Sheldon’s  transactions  as  president  of  the  Phenix  Insurance  Com¬ 
pany. 

Citizens  Insurance  Company: 

Between  October,  1910,  and  May,  1911,  the  company  received 
$3,103.12  as  part  payment  on  its  claim  of  $15,000  against  the 
Citizens  Insurance  Company;  while  the  balance  of  $11,896.88  ap¬ 
pears  as  a  ledger  asset  in  the  financial  statement,  it  was  also  de¬ 
ducted  therein  as  an  asset  not  admitted.  This  matter  is  now 
under  final  adjustment  and  the  company  wfill  probably  realize 
about  $3,000  more  as  a  settlement  in  full.  Xo  credit  has  been 
allowed,  however,  for  the  same  owing  to  the  fact  that  it  is  impos¬ 
sible  at  this  time  to  definitely  ascertain  what  amount  the  company 
will  actually  realize. 

Capital  Stock 

An  examination  of  the  stock  ledger  and  stock  certificate  books 
evidences  the  fact  that  on  September  30,  1912,  there  were  out¬ 
standing  24,960  shares  of  stock  of  the  total  par  value  of  $2,496,- 
000  and  script  for  fractional  shares  amounting  to  $3,224.08,  or  a 
total  of  $2,499,224.08.  I  am  informed  by  the  transfer  clerk  that 
18  shares  of  stock  of  the  Phenix  Insurance  Company  of  Brooklyn 
are  still  outstanding  representing  a  par  value  of  $775.92  of  the 
company’s  capital  stock. 

All  records  in  connection  therewith  are  in  possession  of  the  Cen¬ 
tral  Trust  Company  of  Xew  York,  acting  as  transfer  agent  for  the 
company. 
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GLENS  FALLS  INSURANCE  COMPANY 
Glens  Falls,  N.  Y. 

Examination  on  increase  of  capital  stock  from  surplus. 

Report  dated  August  26,  1912. 

Examiner :  Richard  A.  Elmer. 

At  a  meeting  of  the  board  of  directors  of  said  company  held  at 
the  company's  office  in  Glens  Falls,  N.  Y.,  on- July  31,  1912,  it 
was  resolved  that  the  capital  of  the  company  be  increased  from 
$200,000  to  $500,000,  such  increase  to  be  taken  from  the  then 
existing  surplus  as  shown  by  the  following  copy  of  the  minutes 
adopted  at  said  meeting: 

Resolved ,  That  in  pursuance  of  the  provisions  of  section  117  of  the  Insurance 
Law  of  tins  state,  the  capital  stock  of  this  company  be  increased  from  two 
hundred  thousand  dollars,  the  present  amount  thereof,  to  live  hundred  thou¬ 
sand  dollars,  divided  into  fifty  thousand  shares  of  the  par  value  of  ten  dollars 
each ;  that  such  increase  be  provided  for  by  transferring  three  hundred  thou¬ 
sand  dollars  of  the  present  surplus  of  the  company  to  the  capital  account;  and 
that  this  increase  of  capital  be  distributed  pro  rata  to  the  present  stockholders 
of  the  company. 

While  no  complete  examination  of  the  financial  condition  of 
the  company  was  made  on  the  exact  date  of  the  increase  of  capi¬ 
tal,  the  assets  and  liabilities  were  examined  and  verified  as  of 
June  30,  1912,  and  the  result  of  such  examination  shows  that  the 
corporation  lias  accumulated  and  is  in  possession  of  a  fund,  in  ad¬ 
dition  to  the  amount  of  its  capital  stock,  special  reserve  and  guar¬ 
anty  surplus  funds  and  all  actual  outstanding  liabilities,  in  excess 
of  one-half  of  the  amount  of  all  premiums  on  risks  not  termi¬ 
nated,  of  approximately  $2,400,000,  which  is  therefore  amply  suf¬ 
ficient  to  permit  of  the  aforesaid  increase  of  capital  from  surplus. 

It  also  appears  on  the  records  of  the  company  that  the  sum  of 
three  hundred  thousand  dollars  ($300,000),  the  increase  of  capi¬ 
tal  of  said  company,  has  been  taken  from  the  surplus  account  and 
transferred  to  the  capital  account  in  accordance  with  the  provi¬ 
sions  of  section  117  of  the  Insurance  Law,  and  such  increase  of 
capital  is  to  be  distributed  to  the  stockholders  of  said  company  of 
record  on  the  31st  day  of  July,  1913,  pro  rata,  according  to  their 
respective  holdings. 
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KNICKERBOCKER  INSURANCE  COMPANY  OF  NEW 

YORK 

New  York,  N.  Y. 

Examination  on  organization. 

Date  of  report ,  January  27,  1913. 

Examiner :  Isaac  Fuld. 


Capital  paid  in  in  cash .  $250,000  00 

Surplus  paid  in  in  cash .  125,000  00 

Total .  $375,000  00 


LONDON  AND  LANCASHIRE  FIRE  INSURANCE 

COMPANY 

Liverpool,  England 

Examination  on  condition  of  the  United  States  Branch  as  of 
September  30,  1911. 

Report  dated  May  7,  1912. 

Examiner :  Seth  C.  McArthur. 

Assistant  Examiners :  Train ,  Fuld ,  N angle,  Watson. 

Appraisal  of  real  estate  owned. 

Report  dated  December  13,  1911. 

Appraiser :  Clarence  J.  Ramsay. 

Report  of  Counsel  on  Titles  dated  November  29,  1911. 

Counsel:  Harold  G.  Avon. 

The  figures  reported  to  the  New  York  office  of  the  Department 
from  Chicago  and  San  Francisco  have  been  combined  with  the 
Hartford  agency  and  New  York  local  figures,  are  set  forth  in 
the  following  report  and  show  the  company’s  financial  condition 


on  September  30,  1911: 

Ledger  Assets 

Book  value  of  real  estate .  $300,000  00 

Book  value  of  bonds  and  stocks .  2,883,193  30 

Cash  in  hands  of  United  States  trustees .  9,502  96 

Cash  in  banks  and  trust  companies  and  cash  in  offices .  531,782  58 

Agents’  balances  .  555,263  83 
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Suspense  account .  $413  08 

Assurance  Company  of  America .  36  28 

Orient  Fire  Insurance  Company .  11,320  27 

London  &  Lancashire  G.  &  A.  Co .  2,225  75 

Bills  receivable  .  674  53 


Total  ledger  assets 


$4,294,412  58 


Non-Ledger  Assets 

Interest  and  rents  accrued .  38,207  29 

Balance  of  account  with  receiver  “Atlanta  Bir¬ 
mingham  ”  .  $18,499  14 

Balance  of  account  with  receiver  “  Security  Fire 

Insurance  Co.”  .  1,977  45 

-  20,476  59 

Reinsurance  due  on  paid  losses .  13,469  62 


Gross  assets 


$4,366,566  08 


Deduct  Assets  Not  Admitted 
Agents’  balances  representing  business  written 


prior  to  July  1,  1911 .  $55,965  94 

Suspense  account  .  413  08 

Bills  receivable  (past  due) .  303  53 

Account  “Atlanta  Birmingham  ” .  18,499  14 

Account  “Security  Fire  Insurance  Co .  1,977  45 

Reinsurance  due  on  paid  losses,  unauthorized,  East  144  90 

State  of  Georgia  bonds  due  1922 .  10,500  00 

185  shares  Milwaukee  Underwriters  Building 

Association  stock  .  185  00 

10  shares  Underwriters  Salvage  Co.  of  N.  Y.,  stock  1,250  00 

10  shares  Underwriters  Salvage  Co.  of  Chicago, 

stock .  1,000  00 

Accrued  interest  on  State  of  Georgia  bonds .  112  50 

Book  value  of  bonds  and  stock  over  market  value  101,278  30 


191,629  84 


Total  admitted  assets 


$4,174,936  24 


Liabilities 


Net  amount  of  unpaid  losses  and  claims .  $147,524  37 

Lmearned  premiums  .  2,508,105  47 

Reinsurance  premiums  due  other  companies .  79,023  74 

Return  premiums  due .  1,399  16 

Due  special  agents .  152  39 

Accrued  bills,  etc .  22,310  13 

Taxes  due  or  accrued .  40,200  00 

Agents’  credit  balances .  270  77 
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Due  Minerva  Insurance  Co.,  over-remittance .  $463  03 

Due  Gordon  &  Hoadley .  1.100  19 


Total  amount  of  all  liabilities,  except  deposit  capital....  $2,800,549  25 

Deposit  capital  .  $200,000  00 

Surplus  over  all  liabilities.  .  . .  s .  1.174,386  99 

Surplus  as  regards  policyholders .  1,374,386  99 


Total  liabilities  .  $4,174,936  24 


Capital  Statement,  September  30,  1911 

Assets 

Cash  in  hands  of  United  States  trustees .  $9,502  96 

Appraised  value  of  real  estate .  300,000  00 

Securities  on  deposit  with  insurance  departments,  extended  at 

current  market  value .  484,950  00 

Securities  vested  and  held  in  the  United  States  by  trustees, 
extended  at  current  market  value .  2,044,880  00 


Total  gross  assets  in  the  United  States,  deposited  with  in¬ 
surance  departments  and  trustees .  $2,839,332  96 


Liabilities 

Unpaid  losses  and  claims .  $147,524  37 

Unearned  premiums  .  2,508,105  47 

Reinsurance  premiums  due .  66,665  07 

Return  premiums  due .  1,399  16 

Due  special  agents .  755  62 

Taxes  due  or  accrued .  40,200  00 

Unpaid  bills  and  accounts .  22,310  13 

Agents’  credit  balances .  2,630  46 

Due  Minerva  Insurance  Company .  463  03 

Due  Globe  &  Rutgers  Fire  Insurance  Co .  51  18 

Due  Gordon  &  Hoadley .  1,100  19 


Total  liabilities  in  the  United  States .  $2,791,204  68 

Capital  under  section  27  of  the  Insurance  Law .  48,128  28 


Total  liabilities  .  $2,839,332  96 


Impairment  of  capital  .  $151,871  72 


Assets 

Securities: 

The  securities  belonging  to  this  company  comprising  the  trust 
fund  were  counted  and  examined  at  the  banking  house  of  the 
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United  States  Mortgage  and  Trust  Company  of  New  York,  the 
United  States  trustee,  on  December  15,  1911,  and  found  to  be  as 
stated  in  the  annexed  Schedule  “  D,”  part  1  with  the  exception  of 
those  enumerated  below: 

Pennsylvania  It.  R.  Co.  bonds,  par  value  $25,000  (Sold  Dec.  1,  1911). 

Western  North  Carolina  R.  R.  Co.  bonds,  par  value,  $31,000  (Sold  Dec.  1, 

1911). 

The  cash  proceeds  realized  from  the  sale  of  the  two  lots  men¬ 
tioned  above  were  traced  into  the  trustee  cash  book. 

The  Buffalo  and  Susquehanna  R.  R.  Company  1st  mortgage  re¬ 
funding  4  per  cent  gold  bonds  listed  in  said  schedule  D,  part  I, 
were  represented  by  a  certificate  of  deposit,  issued  by  the  Equi¬ 
table  Trust  Company  of  New  York,  dated  May  31,  1910,  showing 
that  said  bonds  had  been  deposited  under  an  agreement  dated  May 
4,  1910,  between  depositors  and  a  committee  named  in  said  agree¬ 
ment.  The  certificate  is  transferable  only  on  the  books  kept  for 
that  purpose  at  the  office  of  the  Equitable  Trust  Company  upon 
the  surrender  of  the  certificate  duly  indorsed. 

The  deposits  for  the  protection  of  policyholders  in  the  States  of 
New  York,  Ohio,  Virginia,  Georgia  and  New  Mexico  were  veri¬ 
fied  by  certificates  issued  by  the  proper  officials  and  are  listed  in 
the  annexed  schedule  D,  part  2. 

The  certificates  representing  the  miscellaneous  stocks  listed  in 
schedule  D,  part  4,  were  found  in  the  custody  of  the  trustees,  but 
it  being  apparent  that  the  title  to  said  securities  was  not  vested  in 
the  trustee  or  the  manager,  no  credit  for  same  has  been  allowed  in 
either  the  capital  or  general  financial  statements. 

Schedule  D,  part  3,  annexed  hereto,  contains  a  list  of  the 
securities  belonging  to  the  company  and  in  the  custody  of  the 
United  States  manager.  These  securities  were  found  deposited 
for  safe  keeping  in  the  vault  of  the  Aetna  National  Bank  at  Hart¬ 
ford,  Conn.,  and  were  examined  and  counted  on  November 
29,  1911.  They  consisted  of  coupon  bonds  and  were  found  to  be 
as  stated  in  said  schedule  and  credit  for  same  is  allowed  in  the 
general  statement  but  not  in  the  capital  statement. 

The  trust  deed  executed  July  14,  1879,  by  the  home  company 
and  under  the  terms  of  which  the  United  States  Mortgage  and 
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Trust  Company  of  New  York  is  acting  as  trustee,  provides  that 
the  registered  bonds  be  registered  in  the  following  form : 

“  Hie  Special  Trustees  by  Deed  of  Trust  for  the  time  being  in  the  United 
States  of  the  London  and  Lancashire  Fire  Insurance  Company  of  Liverpool, 
England.” 

All  the  registered  bonds  comprising  a  portion  of  the  trust  fund 
were  so  registered  with  the  exception  of  those  enumerated  below: 

Delaware  &  Hudson  Company  bonds,  par  value  $25,000,  which 
are  registered  in  the  name  of  the  United  States  Mortgage  and 
Trust  Company,  as  special  trustees  by  deed  of  trust  dated  July 
14,  1879,  etc.,  and  the  bonds  of  the  State  of  Georgia,  maturing  in 
1922,  par  value  $10,000,  market  value,  $10,500,  which  are  regis¬ 
tered  in  the  name  of  the  London  &  Lancashire  Fire  Insurance 
Company. 

The  State  of  Georgia  bonds  referred  to  above  have  been  dis¬ 
allowed  in  both  statements  for  the  reason  that  they  are  under  the 
control  of  the  home  company,  although  in  the  custody  of  the 
United  States  trustees,  hut  title  is  not  vested  in  said  trustee. 

Quotations: 

The  quotations  used  to  arrive  at  the  market  value  of  the  securi¬ 
ties  were  furnished  by  the  Department  audit  bureau.  The  use  of 
said  quotations  resulted  in  increasing  the  market  value  of  the 
securities  reported  by  the  company  in  its  statement  submitted  to 
the  Department  for  the  quarter  ending  September  30,  1911,  in 
the  sum  of  $6,677.50. 

Real  Estate: 

The  real  estate  owned  consists  of  an  eight-storv  office  building 
situate  at  Nos.  57-59  William  street,  New  York  City,  acquired  in 
1890.  In  its  statement  for  the  quarter  ending  September  30, 
1911,  the  company  carried  the  book  value  at  $300,000  and  the 
market  value  at  $350,000.  A  recent  appraisal  made  for  the  De¬ 
partment  reduced  that  value  to  $300,000  and  at  that  figure  the 
property  is  carried  in  the  foregoing  financial  statement. 

Under  date  of  November  29,  1911.  special  counsel  for  the  De¬ 
partment  reported  that  the  title  to  the  real  property  was  vested 
in  the  London  and  Lancashire  Fire  Insurance  Company  of  Liver- 
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pool,  England ;  that  the  original  conveyance  of  the  property  made 
on  January  21,  1890,  was  to  David  Stuart,  et  al.,  as  trustees  for 
the  time  being,  etc.,  or  their  successors  in  office;  that  although 
there  is  a  resolution  of  appointment  filed  with  the  Department, 
dated  July  4,  1904,  designating  the  United  States  Mortgage  and 
Trust  Company  as  trustees  in  whom  shall  be  vested  in  trust  the 
property,  funds  and  securities  now  placed  or  which  may  hereafter 
be  placed  in  their  hands  *  *  *,  from  the  evidence  of  title 

produced  by  the  company,  there  is  nothing  to  show  that  the  prem¬ 
ises  at  57  and  59  William  street  were  ever  specifically  placed  in 
the  hands  of  the  new  trustees  and  that  there  is  no  conveyance  to 
the  United  States  Mortgage  and  Trust  Company  of  Yew  York.'' 
The  Lawyers  Title  Insurance  and  Trust  Company  of  Yew  York 
issued  a  title  policy  for  $150,000  on  January  21,  1890. 

The  investigation  disclosed  that  on  the  records  in  the  clerk's 
office  of  the  county  of  Yew  York  appeared  liens  against  said  real 
estate  consisting  of  two  mortgages  aggregating  $55,000. 

These  mortgages  had  been  paid  prior  to  this  examination  hut 
the  satisfaction  pieces  had  not  been  filed.  Under  date  of  Decem¬ 
ber  29,  1911,  your  examiner  was  advised  that  proper  releases  for 
the  mortgages  which  had  “  technically  ”  appeared  against  the 
property  had  been  found  and  placed  on  record  with  the  proper 

authorities  in  Yew  York  county. 

«/ 

The  fire  insurance  on  the  building  is  placed  with  the  following 
companies : 


Royal  of  England .  $25,000  00 

Orient  of  Connecticut .  15.000  00 

Scottish  Union  &  National .  25,000  00 

Law,  Union  &  Rock .  15,000  00 

London  Assurance  .  20,000  00 


Total .  $100,000  00 


Under  date  of  March  16,  1912,  Mr.  A.  G.  Mcllwaine,  Jr., 
United  States  manager  of  the  company,  stated  in  a  letter  to  the 
Superintendent  of  Insurance,  that  a  deposit  of  $50,000  had  been 
made  with  the  United  States  Mortgage  and  Trust  Company  of 
Yew  York  to  cover  the  difference  between  the  value  of  the  prop- 
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erty  located  at  57-59  William  street,  Yew  York,  owned  by  the 

*  '  «/ 

company,  and  the  Department  appraisal  as  reported  December  1, 
1911. 

As  further  evidence  that  the  deposit  had  been  made  the  follow¬ 
ing  is  quoted : 

“  New  York,  March  13,  1912. 

”  Received  of  London  Lancashire  Fire  Insurance  Company  of  Liverpool, 
England,  at  the  hands  of  A.  G.  Mcllwaine,  Jr.,  manager,  the  sum  of  Fifty 
Thousand  Dollars  ($30,000.00),  which  is  to  be  held  by  us  in  accordance  with 
the  provisions  of  the  deed  of  trust  dated  14th  day  of  July,  1879,  the  original 
of  which  is  lodged  in  the  office  of  the  Superintendent  of  Insurance  of  the  State 
of  Xew  York,  at  Albany,  New  York. 

(Signed)  United  States  Mortgage  &  Trust  Company, 

Trustees. 

By  Calvert  Brewer,  Vice-President.” 

Accrued  Interest: 

Article  II  of  the  original  deed  of  trust  executed  the  10th  day 
of  July,  1879,  appointing  Augustus  Schell,  William  H.  Slocum 
and  David  Stuart,  all  of  Yew  York,  as  United  States  trustees  of  a 
special  “  Trust  Eund  ”  to  be  held  in  trust  for  and  in  behalf  of  the 
company,  recites  as  follows :  “  The  interest  which  shall  accrue 

upon  the  said  trust  fund  shall  be  collected  by  the  said  trustees  and 
paid  by  them  into  the  said  branch  of  the  company  in  the  City  of 
Yew  York.” 

The  present  trustee,  the  United  States  Mortgage  and  Trust 
Company  of  Yew  York,  was  appointed  at  a  meeting  of  the  direc¬ 
tors  of  the  company  held  July  4,  1904,  at  which  meeting  the  fol¬ 
lowing  resolution  was  passed: 

“  Resolved,  That  the  LTiited  States  Mortgage  and  Trust  Company  of  the  City 
of  New  York  in  the  State  of  New  York,  be  appointed  trustees  in  whom  shall 
be  vested,  in  trust,  the  property,  funds  and  securities  now  placed  or  which  may 
hereafter  be  placed  in  their  hands  for  the  purpose  of  complying  with  the  laws 
of  the  State  of  New  York,  or  anv  other  states  or  territory  of  the  United  States 
or  otherwise.” 

The  trustee  by  authority  given  by  the  above  resolution  and  act¬ 
ing  under  the  original  trust  deed  referred  to  above,  collect  the 
interest  when  due  and  deposit  the  proceeds  in  a  special  bank  ac¬ 
count  subject  to  withdrawal  by  the  manager  of  the  United  States 
branch  of  the  company.  Therefore,  it  is  not  vested  in  or  held  by 
the  United  States  trustee  and  becomes  no  part  of  the  *'  Trust 
Fund.” 
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In  the  foregoing  general  statement  showing  the  financial  condi¬ 
tion  of  the  United  States  branch  of  the  company,  credit  has  been 
allowed  for  accrued  interest  but  no  credit  has  been  allowed  in  the 
capital  statement  submitted,  showing  capital  under  section  27  of 
the  Insurance  Law. 

Liabilities 

Unpaid  Losses: 

A  careful  investigation  was  made  of  the  loss  books  and  records 
relating  to  the  losses  outstanding  at  the  date  of  this  examination. 
Schedules  were  furnished  by  the  company  showing  in  detail  the 
unpaid  losses  reported  to  the  Department  as  of  September  30, 
1911.  All  losses  reported  to  the  company  subsequent  to  above  date 
for  fires  which  occurred  prior  were  added  to  said  schedules.  Eor 
all  losses  settled  between  October  1st  and  about  Yovember  24, 
1911,  the  original  estimates  were  corrected  to  agree  with  actual 
settlements,  including  adjustment  expenses  and  the  reinsurance 
recoverable  adjusted  accordingly.  The  final  figures  resulted  in  a 
so-called  saving  for  the  agency  department  at  Hartford,  and  are 
local  department  in  Hew  York  amounting  to  $2,638.44.  The 
company  reported  the  unpaid  loss  liability  for  Hartford  and  Yew 
York  departments  on  September  30,  1911,  as  $97,315.35.  At 
that  date  the  records  show  that  $9,298.90  was  due  from  other  com¬ 
panies  for  reinsurance  recoverable  on  paid  losses  which  amount 
was  an  asset  and  not  a  deduction  from  outstanding  loss  liabilitv 
as  treated  by  the  company.  In  the  foregoing  financial  statement 
such  items  are  treated  separately. 

San  Francisco  Conflagration  Losses 

At  the  time  of  the  conflagration  in  San  Francisco,  the  Pacific 
Coast  branch  of  the  company  sustained  losses  and  certain  claims 
had  been  reinsured  with  the  Atlanta-Birmingham  Fire  Insurance 
Company  'of  Birmingham,  Ala.,  which  defaulted,  and  in  De¬ 
cember,  1906,  the  Hon.  W.  T.  Yewman.  Judge  of  Circuit  Court 
of  the  United  States  of  Yorthern  District  of  Georgia,  appointed 
A.  C.  Sexton  and  J.  T.  Dargan  permanent  receivers  of  the  de¬ 
faulting  company. 

Since  January  1,  1908,  said  loss  transactions  have  appeared  on 
the  books  at  the  Hartford  office  of  the  company,  having  been 
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transferred  for  the  reason  that  same  could  he  handled  there  to  bet¬ 
ter  advantage  and  with  more  expedition,  the  receivers  and  attor¬ 
neys  of  the  reinsuring  and  reinsured  companies  respectively  being 
located  in  eastern  cities. 

The  company’s  claims  against  the  xktlanta-Birmingliam  for  re¬ 
insurance  amounted  to  $39, 826. 9*2,  covering  22  claims,  and  were 
filed  in  December,  1906,  and  have  since  been  increased  in  the  sum 
of  $935.41  for  adjustment  expenses  and  interest.  On  the  other 
hand  the  “Atlanta-Birmingham  ”  had  a  counterclaim  against  this 
company  for  reinsurance  ceded  to  it. 

Prior  to  the  date  of  this  examination  (September  30,  1911), 
the  receivers  had  paid  this  company  dividends  amounting  to  45 
per  cent;  40  per  cent  in  October,  1908,  and  5  per  cent  in  Feb¬ 
ruary,  1909. 

The  balance  of  the  account  amounting  to  $18,867.71,  has  been 
included  in  the  nonledger  assets  and  deducted  as  “  Hot  Admitted 
Assets  ”  in  the  foregoing  financial  statement. 

Premium  Reserve 

The  statistics  as  to  the  premium  reserve  for  the  agency  and 
local  departments  of  the  eastern  branch  are  kept  at  the  Hartford, 
Conn.,  office.  During  the  examination  at  that  office,  test  checks 
were  made  to  determine  the  correctness  of  the  clerical  work  of 
classifying  the  written  business  and  cancellations  by  terms  of  ex¬ 
piration.  The  tests  were  perfectly  satisfactory.  The  results 
were  traced  into  the  reserve  book  and  ledger  account. 

As  to  the  reinsurance  effected  and  in  force  September  30,  1911, 
the  results  are  not  carried  into  the  reserve  book  each  month.  It 
is  the  practice  of  the  company  at  the  end  of  the  calendar  year  to 
list  the  reinsurance  in  force  by  companies  and  by  terms  of  ex¬ 
piration.  At  any  other  date  the  “  unearned  ”  is  estimated.  Bv 
request  the  company  furnished  schedules  showing  the  reinsur¬ 
ance  in  force  September  30,  1911,  by  terms  of  expiration  which  I 
am  convinced  are  correct,  but  would  suggest  that  in  the  future  the 
record  be  so  kept  that  the  net  reinsurance  in  force  at  the  end  of 
each  month  be  shown  in  the  reserve  book  so  that  when  examined 
the  figures  in  the  Hew  York  department  of  the  company  may  be 
more  readily  verified. 
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The  method  employed  to  determine  the  liability  for  the  un¬ 
earned  premiums  in  the  two  departments  mentioned  above  re¬ 
sulted  in  increasing  the  sum  charged  by  the  company  in  its  state¬ 
ment  to  the  Department  for  the  quarter  ending  September  30, 
1911,  from  $1,285,000  to  $1,312,950.01,  an  increase  of  $27,- 
950.01.  The  figures  reported  by  the  Department  examiners  in 
San  Francisco  show  an  increase  for  the  same  item  from  $329,- 
649.39  to  $355,548.67,  an  increase  in  that  department  amounting 
to  $25,899.28.  The  premium  reserve  as  kept  in  the  Chicago  office 
shows  the  net  premiums  in  force  at  the  end  of  each  month  and  the 
examiners  report  that  the  sum  charged  in  the  company’s  quarterly 
statement  ($839,717.41)  is  decreased  by  the  sum  of  $110.62, 
making  for  all  departments  a  net  increase  in  the  total  reserve 
liability  of  $53,738.67. 

Statutory  Deposit 

On  September  30,  1911,  the  company  had  on  deposit  with  the 
Superintendent  of  Insurance  at  Albany  securities,  par  value 
$310,000. 

The  market  value  of  said  securities  using  Department  valua¬ 
tions  aggregates  $312,950. 

In  this  connection  the  following  is  quoted  from  a  letter  from 
the  manager  dated  December  29,  1911,  to  the  Department  : 

“  I  beg  leave  to  advise  having  received  intimation  from  our  trustees,  the 
United  States  Mortgage  and  Trust  Company  of  New  York  City,  to  the  effect 
that  on  yesterday,  they  forwarded  to  your  Honorable  Department  appropriate 
securities  of  a  par  value  of  $100,000  to  be  added  to  our  deposit  already  in  your 
hands.” 


Capital  Statement 

The  capital  statement  submitted  with  this  report  shows  an  im¬ 
pairment  of  capital  as  defined  by  section  2  of  the  Insurance  Law. 
Said  impairment  amounts  to  the  sum  of  $151,871.72,  as  of  Sep¬ 
tember  30,  1911. 

Under  date  of  December  29,  1911,  the  United  States  manager 
advised  the  Department  as  follows : 

“  T  have  to-day  made  a  fresh  deposit  with  our  trustees,  the  United  States 
Mortgage  and  Trust  Company,  in  the  sum  of  $100,000,  which  will  be  appropri¬ 
ately  shown  in  our  forthcoming  annual  statement.” 
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The  $100,000  deposit  referred  to  was  made  in  cash,  transferred 
from  the  United  States  branch  bank  account  to  the  United  States 
trustees  bank  account.  The  effect  of  said  deposit  tends  to  par¬ 
tially  make  good  the  impairment  of  capital  as  shown  as  of  Sep¬ 
tember  30,  1911. 

History 

The  London  and  Lancashire  Fire  Insurance  Company,  of  Liver¬ 
pool,  England,  was  organized  under  the  laws  of  the  Kingdom  of 
Great  Britain,  December  10,  1861. 

It  entered  the  United  States  in  1879. 

Mr.  A.  G.  Mcllvaine,  Jr.,  was  appointed  United  States  mana¬ 
ger  of  the  company  in  1893. 

The  principal  office  of  the  company  in  the  United  States  is  at 
Yos.  57  and  59  William  street,  Yew  York  City.  The  underwrit- 
ing  office  of  the  eastern  or  Yew  York  department  is  located  at 
Yos.  20-22  Trinity  street,  Hartford,  Conn.  The  territory  of  that 
department  embraces  the  States  of  Alabama,  Arkansas,  Connecti¬ 
cut,  District  of  Columbia,  Florida,  Georgia,  Kentucky,  Louisiana, 
Maine,  Maryland,  Massachusetts,  Mississippi,  Yew  Hampshire, 
Yew  Jersey,  Yew  York,  Yorth  Carolina,  Pennsylvania,  Rhode 
Island,  South  Carolina,  Tennessee,  Texas,  Vermont,  Virginia  and 
West  Virginia. 

Mr.  Charles  E.  Dox,  manager  of  the  western  department,  with 
headquarters  at  Chicago,  Ill.,  has  control  of  the  following  named 
States;  Illinois,  Indiana,  Iowa,  Kansas,  Michigan,  Minnesota, 
Missouri,  Yebraska,  Yorth  Dakota,  Ohio,  Oklahoma,  South  Da¬ 
kota  and  Wisconsin. 

Mr.  J  ames  Wyper  is  the  manager  of  the  Pacific  Coast  depart¬ 
ment  located  at  San  Francisco,  Cal.  The  States  and  Territories 
under  his  jurisdiction  are  Arizona,  California,  Colorado,  Hawaii, 
Idaho,  Montana,  Yevada,  Yew  Mexico,  Oregon,  Utah,  Washington 
and  Wyoming. 

While  the  western  and  Pacific  Coast  departments  report  their 
current  transactions  direct  to  the  home  office  of  the  company  at 
Liverpool,  and  are  directly  accountable  for  same  to  that  office,  the 
United  Stales  manager,  as  his  title  indicates,  has  general  super¬ 
vision  of  the  affairs  of  all  departments,  and  to  him  are  rendered 
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periodical  reports  and  summaries  of  tlie  operations  of  the  western 
and  Pacific  Coast  departments,  including  quarterly  and  annual 
statements  for  combining  with  the  transactions  of  the  eastern 
department  when  rendering  quarterly,  semi-annual  and  annual 
statements  over  the  manager’s  signature,  as  required  by  the  several 
insurance  departments. 


Charter 

As  provided  in  the  charter  granted  the  company  under  the 
Companies  Act  1862-1900,  the  objects  for  which  the  company 
was  established  were  (a)  to  carry  on  the  business  of  fire  insurance 
in  all  its  branches  and  to  grant  insurance  against  injury  or  dam¬ 
age  to  or  loss  of  property  or  otherwise  directly  or  indirectly  caused 
by  or  resulting  from  fire,  lightning,  storm,  tempest  or  explosion  or 
by  sprinklers  or  other  appliances  intended  to  extinguish,  notify  or 
prevent  fire;  (b)  To  carry  on  the  business  of  employers’  liability 
or  workmen’s  compensation  insurance  and  in  particular  to  in¬ 
demnify  from  or  against  liabilities,  claims  and  demands  in  re¬ 
spect  of  accidents  or  alleged  accidents  resulting  in  injury  whether 
fatal  or  otherwise  to  or  caused  by  any  workman  or  other  persons 
in  their  employ  or  with  regard  to  whom  they  may  be  under  any 
statutory  or  other  obligation;  (c)  To  carry  on  the  business  of  acci¬ 
dent  insurance  in  all  its  branches  and  in  particular  in  relation  to 
human  beings  and  to  live  stock  and  to  property  of  all  kinds;  (d) 
To  carry  on  the  business  of  marine  insurance  in  all  its  branches 
and  in  particular  to  insure  ships,  vessels,  boats  and  crafts  of  all 
kinds,  and  goods,  merchandise  and  property  of  all  kinds  and 
profits  and  freights;  (e)  To  insure  property  of  all  kinds  against 
burglary,  theft,  seizure,  violence,  loss,  damage,  diminution  in 
value  or  other  contingency;  (f)  To  insure  against  sickness,  loss 
of  health,  bodily  or  mental  incapacity  and  other  misfortunes  ;  (g) 
To  carry  on  the  business  of  a  plate  glass  insurance  in  all  its 
branches;  (h)  To  carry  on  the  business  of  transit  insurance  in  all 
its  branches  and  generally  to  grant  insurances  against  loss  or 
damage  to  property  of  any  description  in  transit  by  land  or  water, 
including  loss  by  theft  or  seizure;  (i)  To  insure  against  loss  or 
diminution  of  any  capital  or  of  income  or  profits  derived  or  to 
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be  derived  from  any  source;  (j)  To  carry  on  all  kinds  of  guar¬ 
antee  and  indemnity  business  and  in  particular  to  guarantee  the 
fidelity  of  persons  filling  or  about  to  fill  situations  of  trust  or  con¬ 
fidence  and  tbe  past  performances  and  discharge  by  such  persons 
of  all  or  any  of  the  duties  or  obligations  imposed  on  them  by  con¬ 
tract  or  otherwise  and  to  guarantee  the  due  performance  and  dis¬ 
charge  by  receivers,  officials  and  liquidators,  committees,  guard¬ 
ians,  executors,  administrators,  trustees,  persons,  brokers  and 
agents  of  their  respective  duties  and  obligations;  (k)  Generally 
to  carry  on  every  kind  of  insurance  and  reinsurance  business. 

Power  of  Attorney 

Under  date  of  December  27,  1893,  the  company  ordained,  dele¬ 
gated,  constituted  and  appointed  Archibald  Graham  Mcllwaine, 
Jr.,  of  the  City  of  Yew  York,  the  true  and  lawful  attorney  to  act 
as  agent  and  receiver  in  the  city  and  State  of  Yew  York  and  in 
the  States  of  Yew  Jersey,  Pennsylvania,  Delaware,  Maryland, 
Virginia,  Yorth  Carolina,  Kentucky,  Tennessee,  Georgia,  South 
Carolina,  Texas,  Florida,  Arkansas,  Louisiana,  Alabama,  Missis¬ 
sippi,  Massachusetts,  Connecticut,  Rhode  Island,  Yew  Hamp¬ 
shire,  West  Virginia,  Maine,  Vermont  and  the  District  of  Colum¬ 
bia  in  the  United  States  of  America. 


Reinsurance  Treaties 

The  company  in  its  Chicago  and  Yew  York  departments  effects 
reinsurance  with  the  Salamandra  Insurance  Company  of  St. 
Petersburg,  Russia,  under  contract. 

The  Department  examiners  report  from  San  Francisco,  Cal.,  as 
follows : 

“On  January  1,  1908,  a  reinsurance  contract  was  effected  between  the  Pacific 
Department  and  the  Russian  Reinsurance  Company  of  St.  Petersburg,  Russia, 
and  also  the  Russian  Transport  and  Insurance  Company  of  St.  Petersburg, 
Russia,  the  latter  not  being  authorized  to  transact  business  in  the  State  of 
New  York.  Under  these  contracts  this  department  ceded  to  the  United  States 
Branch  of  the  Russian  Reinsurance  Company  a  portion  of  its  business  written 
in  all  the  States  oyer  which  this  Department  has  supervision,  but  no  business 
written  in  the  States  of  Colorado,  Nevada  and  Montana  is  ceded  to  the  Rus¬ 
sian  Transport  and  Insurance  Company.” 
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Recapitulation  of  Bonds  and  Stocks  Owned  by  the  United  States 

Branch  of  the  Company 


Schedule  D 


Deposited  with  and  title  vested  in 
United  States  Trustee,  as  per 

Part  1  . 

Deposited  with  the  N.  Y.  State 
Ins.  Dept,  and  other  States,  as 

per  Part  2  . 

Deposited  with  the  United  States 
Manager  at  Hartford,  as  per 

Part  3  . 

Deposited  with,  but  title  not 
vested  in,  U.  S.  Trustee,  as  per 

Part  4  (Bonds) . 

(Stocks)  . 

Total  book,  par  and  market 
values  . 


Book  value 

$2,125,382  36 

504,759  71 

239,050  00 

11,816  23 
2,185  00 

$2,883,193  30 


Par  value 

$2,018,000  00 

480,000  00 

240,000  00 

10,000  00 

2,185  00 

$2,750,185  00 


*  Market 
»  value 

$2,044,880  00 
484,950  00 

239,150  00 

10,500  00 
2,435  00 

$2,781,915  00 


THE  NASSAU  FIRE  INSURANCE  COMPANY 

Brooklyn,  N.  Y. 

DUTCHESS  EIRE  INSURANCE  COMPANY 

Poughkeepsie,  N.  Y. 

Examination  to  determine  condition  upon  merger  of  the  two 
companies  under  the  name  of  the  Nassau  and  Dutchess  Fire  In¬ 
surance  Co. 

Report  dated  October  18,  1912. 

Examiners :  Seth  C.  McArthur ,  Leon  S.  Senior. 

Whereas,  the  undersigned,  Seth  C.  McArthur,  a  disinterested 
person  specially  appointed  for  the  purpose  by  the  Superintendent 
of  Insurance,  having  made  an  examination  of  The  Nassau  Eire 
Insurance  Company  of  Brooklyn  as  of  the  close  of  business  on 
June  30,  1912,  as  appears  in  a  report  on  such  examination  an¬ 
nexed  hereto;  and, 
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Whereas,  the  undersigned,  Leon  S.  Senior,  a  disinterested  per¬ 
son  specially  appointed  for  the  purpose  by  the  Superintendent  of 
Insurance,  having  made  an  examination  of  the  Dutchess  Fire 
Insurance  Company  of  Poughkeepsie,  Is.  Y.,  as  of  the  close  of 
business  on  June  30,  1912,  as  appears  in  a  report  on  such  ex¬ 
amination  annexed  hereto;  and, 

Whereas,  the  said  two  corporations,  being  domestic  fire  insur¬ 
ance  corporations,  have  taken  proceedings  to  merge  into  one  cor¬ 
poration  under  the  name  of  The  Nassau  and  Dutchess  Fire  In¬ 
surance  Company,  and  to  become  vested  by  such  merger  with  all 
the  assets  and  assume  all  the  liabilities  of  the  above  named  two 
existing  corporations ; 

Now,  therefore,  we  do  hereby  severally  certify  and  report  under 
oath  that  said  examinations  show  said  companies  at  the  close  of 
business  on  June  30,  1912,  to  have  been  in  possession  of  total 
admitted  assets  amounting  to  the  sum  of  $1,495,976.18,  and  to 
have  liabilities  except  capital  amounting  to  the  sum  of  $771, 
759.74,  as  particularly  set  forth  in  the  respective  reports  thereon 
and  as  further  shown  in  Schedule  “A”  hereto  annexed. 

Schedule  “A” 

The  following  shows  a  statement  of  the  combined  admitted 
assets  and  liabilities  (actual  and  contingent)  of  The  Nassau  Fire 
Insurance  Company,  of  Brooklyn,  N.  Y.,  and  the  Dutchess  Fire 
Insurance  Company,  of  Poughkeepsie,  N.  Y.,  to  be  transferred 
and  assumed  by  the  Nassau  and  Dutchess  Fire  Insurance  Com¬ 
pany  in  accordance  with  the  terms  of  the  merger  and  the  pro¬ 
visions  of  law. 

Assets 


Book  value  of  real  estate .  $15,000  00 

Mortgage  loans  .  48,658  86 

Market  value  of  bonds  and  stocks .  1,105,445  00 

Deposits  in  banks  and  cash  in  oflice .  01,752  51 

Agents’  balances  .  136,207  85 

Accrued  interest  and  rents. .  6,740  38 

Uncollected  reinsurance  on  paid  losses .  2,162  58 


Total  admitted  assets 


$1,405,076  18 
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Liabilities 

Losses  and  claims .  $98,666  40 

Unearned  premiums .  625,995  68 

Due  for  reinsurance  .  '3,263  66 

Reserve  for  taxes  and  accrued  bills .  10,500  00 

Reserve  to  cover  contingent  liability  to  trustees 

of  The  Dutchess  Insurance  Co .  33,334  00 


Total  liabilities,  except  capital .  $771,759  71 

Capital  stock  .  $400,000  00 

Surplus  .  324,216  44 


Surplus  to  policyholders 


724,216  44 


Total  liabilities 


$1,495,976  18 


Nassau  Fire  Insurance  Company 

The  financial  condition  of  the  company  at  the  close  of  business 
June  30,  1912,  was  found  to  be  as  follows: 


A sscts 

Market  value,  bonds  and  stocks .  672,975  00 

Cash  in  banks  and  in  office .  72,202  36 

Agents’  balances  .  69,979  76 

Special  account  (deposited  in  the  Peoples  National  Bank  of 

Hackensack,  N.  J. )  . . .  5,000  00 

Interest  due  and  accrued  on  bonds .  2,900  85 

Uncollected  reinsurance  on  paid  losses .  2,162  58 

Declared  dividends  on  stocks  (collected  since  June  30,  1912)  .  150  00 


Total  assets  .  $825,370  55 


Liabilities 


Net  unpaid  losses  .  $60,308  00 

Unearned  premiums  .  341,708  51 

Reserve  for  unpaid  taxes,  bills,  etc .  6,000  00 


Liabilities,  except  capital 

Capital  . 

Surplus . 

Surplus  to  policyholders . 


.  $408,016  51 

$200,000  00 

217,354  04 


417,354  04 


$825,370  55 


Total  liabilities 
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A  Inst  of  the  Bonds  and  Stocks  Owned  by  the  Nassau  Fire  Insur¬ 
ance  Company  of  Brooklyn ,  at  the  Close  of  Business ,  June 
30,  1912 


Bonds : 

New  York  City  . 

Brooklyn  Rapid  Transit . 

Norfolk  &  Western  R.  R.,  convertible . 

New  York,  New  Haven  &  Hartford  R.  R.,  convert. 
Chesapeake  &  Ohio  R.  R.,  convertible . 

Stocks : 

8,000  Shares  Brooklyn  City  R.  R . 

600  Shares  Manhattan  Railway  Company . 

144  Shares  Mechanics  Bank  of  Brooklyn . 

334  Shares  Nassau  National  Bank  of  Brooklyn. . 

50  Shares  National  City  Bank  of  Brooklyn... 
264  Shares  Consolidated  Gas  Co.,  New  York... 
100  Shares  Mortgage  Bond  Company,  New  York 
186  Shares  American  Tel.  &  Teleg.  Co.,  N.  Y.. 
70  Rights  American  Tel.  &  Teleg.  Co.,  N.  Y. .  . . 

100  Shares  Union  Pacific  R.  R.  (common) . 

100  Shares  Southern  Pacific  Company  (common) 

Total . 


Par 

Market 

value 

value 

$226,000 

00 

$200,640 

00 

10,000 

00 

10,500 

00 

10,000 

00 

11,600 

00 

10,000 

00 

9,100 

00 

10,000 

00 

9,400 

00 

80,000 

00 

132,800 

00 

60,000 

00 

82,200 

00 

7,200 

00 

16,920 

00 

33,400 

00 

73,480 

00 

2,500 

00 

7,250 

00 

26,400 

00 

37.488 

00 

10,000 

00 

10,600 

00 

28,600 

00 

42,042 

00 

• . 

595 

00 

10,000 

00 

17,200 

00 

10,000 

00 

11,200 

00 

$534,100 

00 

$672,975 

00 

Dutchess  Fire  Insurance  Company 

The  agreement  for  the  merger  of  both  corporations  was  ratified 
on  September  19,  1912,  by  the  stockholders  in  accordance  with 
the  provisions  of  section  129  of  the  Insurance  Law  on  the  basis 
of  the  respective  financial  condition  of  each  company  as  shown 
at  the  close  of  business  on  June  30,  1912.  The  financial  con¬ 
dition  of  this  company  on  the  said  date  appears  in  the  following 
statement : 


Ledger  Assets 


Book  value  of  real  estate .  $15,000  00 

Mortgage  loans  .  48,658  86 

Book  value  of  bonds  and  stocks .  520,584  78 

Deposits  in  banks  and  cash  in  office .  14,550  15 

Bills  receivable  .  400  00 

Agents’  balances  .  67,195  18 


Total 


$666,388  97 
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Non-Ledger  Assets 

■  Accrued  interest  and  rents .  $3,698  53 

Market  value  of  stocks  and  bonds  over  book  value  1,885  22 

Total  .  $5,583  75 

Gross  assets .  $671,972  72 

Assets  Not  Admitted 

Bills  receivable  .  $400  00 

Agents’  balances  on  business  written  prior  to 

April  1,  1912  .  967  09 

Total .  1,367  09 

Total  admitted  assets  .  $670,605  63 


Liabilities 

Losses  and  claims .  $38,358  40 

Unearned  premiums  .  284,287  17 

Due  for  reinsurance .  3,263  66 

Bills  and  accounts  due  and  accrued .  1,250  00 

Reserve  for  taxes  .  3,250  00 

Reserve  to  cover  contingent  liability  to  trustees  of 

Dutchess  Insurance  Co .  33,334  00 


Total  except  capital 

Capital . 

Surplus . 


.  $363,743  23 

$200,000  00 

106,862  40 


Surplus  to  policyholders 


306,862  40 


Total  liabilities 


$670,605  63 


Surplus 

In  the  quarterly  statement  to  this  Department  as  of  June  30, 
1912,  the  Company  shows  a  surplus  amounting  to  $141,076.12. 
In  the  foregoing  financial  statement  appearing  in  this  report,  the 
surplus  of  the  Company  is  shown  as  $106,862.40. 

Agents  Balances 

The  difference  in  the  agents’  balances  over  three  months  is  due 
to  clerical  errors. 

Bills  Receivable 

This  item  represents  a  note  for  premiums  given  by  an  agent, 
and  under  the  usual  rules  of  the  Department,  is  treated  as  a  non- 
admitted  assets. 
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Securities 

The  decrease  in  the  market  value  of  securities  is  due  to  a 
difference  in  the  quotations  adopted  by  the  company  and  those 
employed  by  the  financial  expert  for  the  Department. 

Unpaid  Losses 

The  reduction  in  the  reserve  for  losses  and  claims  is  accounted 
for  by  the  fact  that  the  examiner  has  employed  actual  cash  figures 
in  all  cases  where  settlements  have  been  effected  since  June  30th 
and  prior  to  the  date  of  this  examination. 

Reserve  for  Contingent  Liability  Due  to  Dutchess  Insurance 

Company 

There  are  now  pending  several  suits  against  this  company 
brought  by  the  trustees,  stockholders  and  creditors  of  the  Dutch¬ 
ess  Insurance  Company,  a  corporation  now  being  liquidated  by 
its  trustees  in  conformity  with  the  provisions  of  section  35  of 
the  General  Corporation  Law.  These  suits  involve  questions  of 
reinsurance  of  the  business  of  the  Dutchess  Insurance  Company 
and  the  transfer  of  securities  and  other  assets  by  that  corpora¬ 
tion  to  the  Dutchess  Fire  Insurance  Company  during  1906.  The 
facts  regarding  such  reinsurance  and  the  transfer  of  securities 
and  other  assets  are  fully  related  in  a  previous  report  on  an  ex¬ 
amination  of  this  company  under  date  of  June  9,  1910.  The 
reserve  above  provided  is  intended  to  cover  the  contingent  lia¬ 
bility  alleged  by  the  plaintiffs  in  the  several  suits  now  pending 
to  be  due  from  the  Dutchess  Fire  Insurance  Company  and  to  he 
maintained  until  the  final  judicial  determination  of  the  ques¬ 
tions  raised  in  the  litigation  herein  referred  to. 

Minutes 

I  have  examined  the  minutes  of  the  meetings  of  the  Board  of 
Directors  and  of  the  stockholders  of  this  corporation  and  find 
that  all  the  necessary  legal  steps  have  been  taken  for  the  merger 
of  the  Dutchess  Fire  Insurance  Company  with  The  Nassau  Fire 
Insurance  Company  in  accordance  with  the  provisions  of  section 
129  of  the  Insurance  Law. 
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NETHERLANDS  FIRE  AND  LIFE  INS  FRANCE 
COMPANY  —  UNITED  STATES  BRANCH 

Chicago,  III. 

Verification  of  capital  statement  as  of  March  10,  1913. 
Report  dated  March  12,  1913. 

Examiner:  John  L.  Train. 


Assets 


Deposited  with  New  York  Insurance  Department : 


City  of  New  York,  corp.  stock,  1948 . 

City  of  New  York,  corp.  stock,  314s,  1940 . 

City  of  New  York,  consol,  stock,  314s,  1915 . 

City  of  New  York,  consol,  stock,  314s,  1922 . 

Deposited  with  trustee: 

City  of  New  York,  consol,  stock,  314s,  1918 . 

City  of  New  York,  consol,  stock,  314s,  1918 . 

City  of  New  York,  corp.  stock,  314s,  1952 . 

City  of  New  York,  corp.  stock,  314s,  1952 . 

City  of  New  York,  corp.  stock,  314s,  1952 . 

New  York  Telephone  Co.,  1st  mtg.,  414s,  1939.  .  .  . 
Northern  Pac.  R.  R.  Co.,  prior  lien,  4s,  1997. .  . . 
Norfolk  &  Western  R.  R.  Co.,  1st  mtg.,  4s,  1996. 

Atchison,  T.  &  St.  Fe  R.  R.,  4s,  1995 . 

American  Tel.  &  Tel.  Co.,  col.  trust,  4s,  1929 

Mo.,  Kansas  &  Texas  R.  R.  Co.,  4s,  1990 . 

Illinois  Central  R.  R.  Co.,  4s,  1953 . 

Louisville  &  Nashville  R.  R.  Co.,  4s,  1940 . 

Chicago,  B.  &  Quincy  R.  R.  Co.,  4s,  1958 . 

Chicago,  B.  &  Quincy  R.  R.  Co.,  4s,  1958 . 

Union  Pac.  R.  R.  Co.,  1st  mtg.,  4s,  1947 . 

Totals . 


Market 


Par  value 

value 

$25,000 

00 

$21,500 

00 

50,000 

00 

43,500 

00 

100,000 

00 

98,000 

00 

50,000 

00 

47,000 

00 

43,000 

00 

41,280 

00 

50,000 

00 

48,000 

00 

4,000 

00 

3,400 

00 

6,000 

00 

5,100 

00 

150,000 

00 

127,500 

00 

6,000 

00 

5,820 

00 

10,000 

00 

9.800 

00 

10,000 

00 

9,700 

00 

10,000 

00 

9,700 

00 

4,000 

00 

3,560 

00 

15,000 

00 

14,250 

00 

10,000 

00 

9,600 

00 

10,000 

00 

9,900 

00 

10,000 

00 

9,500 

00 

3,000 

00 

2,850 

00 

12,000 

00 

11,880 

00 

00 

$531,840 

00 

Accrued  interest  on  bonds 


7,306  20 


Total  assets 


$539,146  20 


Liabilities 

Salaries,  rents,  traveling  expenses,  etc.,  accrued .  $6,651  12 

Capital  under  section  27  of  Insurance  Law .  532.495  08 


$539,146  20 


Total 
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The  deposit  with  the  Superintendent  of  Insurance  of  the  State 
of  Hew  York  was  verified  by  a  certificate  from  the  Superintend¬ 
ent  dated  March  10,  1913. 

The  bonds  deposited  with  the  trustee,  the  Harris  Trust  and 
Savings  Bank  of  Chicago,  Ill.,  were  verified  by  actual  count  on 
March  11,  1913.  All  of  such  bonds  are  registered  in  the  name  of 
u  Harris  Trust  and  Savings  Bank  of  Chicago,  Illinois,  in  trust 
for  the  Netherlands  Fire  and  Life  Insurance  Co.  est.  1845,  of 
the  Hague,  Holland. ” 

The  item  of  liabilities  for  unpaid  salaries,  traveling  expenses, 
rents,  etc.,  consists  of  the  proportion  of  the  expenses  of  the  Chicago 
office,  which  this  company  shares  with  two  other  companies  under 
the  same  management.  The  agreement  as  to  such  expenses  became 
effective  January  1,  1913. 


NORTHERN  INSURANCE  COMPANY 

Moscow,  Russia. 

Examination  on  condition  of  the  United  States  Branch  as  of 
February  28,  1913. 

Report  dated  May  2,  1913. 

Examiner:  Isaac  Fuld. 

Assistant  Examiner :  John  J.  Cunningham. 

Ledger  Assets 

Book  value  of  bonds . 

Cash  in  Trust  Company,  general  account . 

Cash  in  Trust  Company,  trustee  account . 

Agents’  balances  representing  business  written  subsequent  to 

November  30,  1912 . 

Agents’  balances  representing  business  written  prior  to  Decem¬ 
ber  1,  1912 . 

Total  ledger  assets . 

N 071-Ledger  Assets 

Interest  accrued  on  bonds . 

Interest  accrued  on  deposits . 


$860,309  27 

12,757  91 
398  05 


$680,200  32 
103,706  08 
92  02 

73,971  39 

2,339  46 


Gross  assets 


$873,465  23 
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Deduct  Assets  Not  Admitted 


Book  value  of  bonds  over  market  value .  $8,700  32 

Agents’  balances  representing  business  written 

prior  to  December  1,  1912 .  2,339  46 

-  $11,039  73 

Total  admitted  assets .  $862,425  45 


Liabilities 

Unpaid  fire  losses .  $56,001  69 

Unearned  premiums: 

On  one  year  risks .  $228,798  07 

On  term  risks .  143,605  90 


Total  unearned  premiums .  372,403  97 

Taxes  due  and  accrued  on  premiums  (estimated) .  2,670  00 

Fire  department  tax  due  and  accrued  (estimated) .  1,000  00 

Sundry  unpaid  bills . .  198  78 


Total  liabilities,  except  deposit  capital .  $432,274  44 

Deposit  capital  .  $200,000  00 

Surplus .  230,151  01 

Surplus  to  policyholders .  430,151  01 

Total  liabilities  . .  $862,425  45 


Capital  Statement 

The  financial  condition  of  the  United  States  Branch  of  the 
Company,  under  the  requirements  of  section  27  of  the  Insurance 
Law,  on  February  28,  1913,  as  ascertained  by  this  examination, 
was  as  follows: 

Assets 

Market  value  of  bonds,  including  accrued  interest,  held  by 
United  States  trustee  or  deposited  with  Insurance  Depart¬ 


ment  .  $623,232  91 

Cash  in  Trust  Company,  trustee  account .  92  02 


Total  gross  assets  in  the  United  States  deposited  with 

insurance  departments  and  trustee .  $623,324  93 


Liabilities 

Unpaid  fire  losses .  $56,001  69 

Unearned  premiums  .  372,403  97 

Taxes  due  and  accrued  on  premiums  (estimated) .  2.670  00 

Fire  department  tax  due  and  accrued  (estimated) .  1,000  00 

Sundry  unpaid  bills .  198  78 

Total  liabilities  in  the  United  States .  $432,274  44 
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Capital  under  section  27  of  the  Insurance  Law .  $191,050  49 

Total  (being  the  gross  assets  reported  above) .  $623,324  93 

Capital  required  under  section  27 .  $200,000  00 

Capital  in  possession  of  company  on  February  28,  1913 .  191,050  49 

Impairment .  $8,949  51 


The  foregoing  capital  statement  shows  that  the  capital  of  the 
Company  on  February  28,  1913,  under  the  provisions  of  section 
27  of  the  Insurance  Law,  amounted  to  $191,050.49,  which  is  $8,- 
949.51  less  than  the  minimum  sum  foreign  lire  insurance  cor¬ 
porations  are  required  to  have  under  the  provisions  of  said  sec¬ 
tion. 

The  impairment  stated  was  made  good  by  a  deposit  being  made 
on  April  28,  1913,  with  the  Bankers  Trust  Company  of  New 
York,  the  company’s  Fnited  States  trustee,  of  the  following- 
securities  : 

Description  Par  value  Market  value 

City  of  New  York  4 14%  bonds,  1960 .  $35,000  00  $35,000  00 

City  of  New  York  4Vi%  bonds,  1962 .  25,000  00  24,750  00 

Totals  .  $60,000  00  $59,750  00 


Financial .  S tatement 

The  general  statement  appearing  above  shows  the  United  States 
Branch  of  the  Company  to  have  a  surplus  in  excess  of  its  mini¬ 
mum  deposit  capital  of  $230,151.01.  Included  in  this  statement 
are  certain  figures  pertaining  to  business  transacted  in  Canada. 
Owing  to  the  fact  that  the  volume  of  such  business,  however,  is 
very  small,  it  was  not  deemed  necessary,  for  the  purpose  of  this 
examination,  to  make  any  distinction  therefor.  I  would  respect¬ 
fully  suggest,  however,  that  the  Company  he  requested  to  exclude 
its  Canadian  business  entirely  from  the  accounts  of  the  United 

i/ 

States  Branch. 

Bonds. —  The  bonds  owned  were  examined  and  counted,  except 
the  securities  hereinafter  referred  to  under  the  heading  “  Statu- 
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tory  Deposits.”  The  market  values  were  extended  as  per  quo¬ 
tations  obtained  from  the  Audit  Bureau  of  this  Department. 
“  Exhibit  A”  attached  to  this  report  contains  a  list  of  all  bonds 
owned,  together  with  the  book,  par  and  market  values  thereof. 
Among  the  securities  appearing  in  said  “  Exhibit  A,”  the  follow¬ 
ing  were,  on  date  of  this  examination,  held  by  the  United  States 
manager  and  therefore  have  not  been  credited  in  the  foregoing 
capital  statement: 

Description 

City  of  New  York  4*4%,  1962. 

City  of  New  York  414%,  1960 

Totals .  $60,000  00  $59,750  00 


Par  value  Market  value 
$25,000  00  $24,750  00 

35,000  00  35,000  00 


Unearned  Premiums. —  The  unearned  premium  liability  of 
$372,403.97  has  been  computed  upon  a  pro  rata  basis  and  is  $29,- 
606.28  in  excess  of  the  amount  if  computed  upon  the  annual 
statement  basis.  It  has  been  verified  by  a  thorough  checking  of 
a  number  of  bordereaux  furnished  by  the  ceding  companies  con¬ 
taining  a  complete  record  of  all  premiums  ceded  and  cancelled, 
with  the  company’s  reserve  book  and  the  listing  of  all  premiums 
written  and  cancelled  in  January  and  February  of  this  year. 


Statutory  Deposits 

Included  in  the  list  of  securities  owned  as  set  forth  in  “  Ex¬ 
hibit  A,”  the  Company  has  on  deposit  with  the  Insurance  De¬ 
partments  of  Ohio  and  Xew  York  the  following  bonds  for  the 
protection  of  its  policyholders  in  the  United  States: 

State  Description  Par  value  Market  value 

Ohio,  City  of  Columbus,  Ohio,  4%,  1931..  $100,000  00  $103,000  00 

New  York,  City  of  New  York,  414%,  I960....  200,000  00  200,000  00 

Certificates  were  obtained  from  the  above-mentioned  Insurance 
Departments  covering  said  deposits. 

To  conform  with  the  statutory  requirements  of  various  States, 
the  company  has  filed  with  officers  of  such  States  surety  bonds  as 
follows : 

Vol.  Y  — 16 
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State 

Louisiana  .  .  . 
North  Carolina 
Texas  . 


Amount  of 
bond 

$20,000  00 
10,000  00 
10,000  00 


General  Remarks 

Your  attention  is  called  to  the  fact  that  beginning  with  Janu¬ 
ary  1 ,  1913,  the  computing  of  the  unearned  premium  liability 
and  the  records  of  the  incurred  and  paid  losses  were  transferred 
from  the  Yew  York  office  of  Fester  &  Folsom,  the  United  States 
manager  of  the  company,  to  their  Hamburg  office,  and  therefore 
the  records  at  the  office  here  are  not  kept  up  to  date.  •  It  was 
further  ascertained  that  in  the  annual  statement  filed  with  the 
Department  for  the  year  ending  December  31,  1912,  the  pre¬ 
miums  written  and  cancelled  ceded  by  certain  companies  for  the 
month  of  December  wTere  not  included,  owing  to  the  fact  that 
such  companies  close  their  books  for  the  calendar  year  on  No¬ 
vember  30th.  I  would  therefore  respectfully  suggest  that  the 
United  States  manager  of  the  company  be  requested  to  keep  the 
records  at  the  Yew  York  office  at  all  times  up  to  date,  and  that 
all  business  transacted  up  to  December  31st  of  each  year  be  in¬ 
cluded  in  the  company’s  annual  statements. 


THE  PELICAY  ASSURAYCE  COMPAYY 

Yew  York,  Y.  Y. 

Examination  on  condition  as  of  March  31,  1913. 
Report  dated  June  3,  1913. 

Examiner :  Charles  Id.  Gardner. 

Assets 


Book  value  of  bonds .  $650,856  OO 

Cash  in  bank .  32,426  30 

Agents’  balances  within  90  days .  59,916  40' 

Agents’  balances  over  90  days .  3,333  76 

Philadelphia  Underwriters  deposit .  100  00 


Total  ledger  assets .  $746,632  46 
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Non-Ledger  Assets 


Interest  accrued  .  $9,346  17 

Reinsurance  due  on  losses  paid .  219  19 


Total 


$9,565  36 


Gross  assets 


$756,197  82 


Deduct  Assets  Not  Admitted 

Book  value  of  bonds  over  market . ; .  $4,413  25 

Agents’  balances  over  90  days . . .  3,333  76 

-  7,747  01 


Total  admitted  assets .  $748,450  81 


Liabilities 


Unpaid  losses .  $46,122  62 

Less  reinsurance  .  15,441  01 


Net  amount  of  unpaid  losses .  $30,681  61 

Unearned  premium  fund,  1  year  risks .  $84,467  93 

Unearned  premium  fund,  term  risks .  170,096  82 


Total  unearned  premiums .  254,564  75 

State  tax  on  premiums  (estimated) .  2,000  00 

Salaries,  rent  and  office  expenses .  2,500  00 

Contingent  commissions  due .  5,500  00 

Reinsurance  premiums  due .  11.262  90 

Agents’  credit  balances .  359  48 


Total  amount  of  liabilities,  except  capital .  $306,868  74 

Capital .  $200,000  00 

Surplus .  241,582  07 


Surplus  to  policyholders .  441,582  07 

Total  liabilities .  $748,450  81 


As  a  result  of  this  examination  it  was  found  that  the  company 
on  March  31,  1913,  possessed  a  surplus  in  the  sum  of  $241,- 
582.07  in  addition  to  its  capital  of  $200,000.  All  assets  and 
liability  items  entering  into  the  above  financial  statement  were 
compiled  from  the  company’s  books.  The  securities  owned  were 
verified  by  a  personal  count.  The  unearned  premium  fund  was 
checked  and  the  amount  of  this  liability,  as  set  forth  above,  is 
believed  to  he  approximately  correct.  Other  items  were  verified 
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in  the  usual  manner  and  were  found  to  agree  with  the  company’s 
records. 

The  company  was  incorporated  March  7,  1899,  with  a  capital 
of  $200,000,  divided  into  2,000  shares  of  a  par  value  of  $100 
each.  The  stock  certificate  book  was  examined  and  the  certifi¬ 
cates,  as  shown  thereon  to  he  outstanding,  agreed  with  the  record 
contained  in  the  stock  ledger. 

The  control  of  the  company  by  stock  ownership  is  held  by  the 
Phoenix  Assurance  Company,  Ltd.,  of  London,  England.  Its 
affairs  are  conducted  in  the  office  of  the  U.  S.  branch  of  said  com¬ 
pany,  located  at  100  William  Street,  New  York  City.  Mr.  L.  P. 
Bayard,  president  of  the  Pelican  Assurance  Company,  is  likewise 
an  associate  United  States  manager  of  the  above  mentioned  for¬ 
eign  corporation. 


PEOPLES’  NATIONAL  FIRE  INSURANCE  CO. 

Wilmington,  Del. 

Joint  examination  by  the  Insurance  Departments  of  Massa¬ 
chusetts,  New  York ,  North  Carolina  and  Pennsylvania  on  condi¬ 
tion  as  of  May  31,  1912. 

Report  dated  July  10,  1912. 

Examiners:  S.  H.  Wolfe  for  Massachusetts ,  R.  A.  Elmer  and 
T.  L.  Lynch  for  New  York ,  J.  Froggatt  for  North  Carolina  and 
William  J.  Roney  for  Pennsylvania. 

History 

The  Company  was  incorporated  April  29,  1908,  under  the 
laws  of  the  State  of  Delaware,  under  an  act  approved  March  10, 
1899,  entitled  “An  act  providing  a  General  Corporation  Law.” 
The  principal  office  of  the  company  is  situated  at  Wilmington, 
Del.,  which  is  the  nominal  office  only.  The  fiscal  office,  contain¬ 
ing  the  company’s  records  for  the  transaction  of  business,  is  lo¬ 
cated  at  Philadelphia,  Pa.,  and  is,  to  all  intents  and  purposes, 
the  home  office  of  the  company. 

We  have  prepared  a  statement  of  the  Company  financial  condi¬ 
tion  at  the  close  of  business  May  31,  1912,  as  follows: 
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Capital  Stock 

Amount  of  capital  paid  up  in  cash . 


$1,000,000  00 


Amount  of  ledger  assets  (as  per  balance)  Dec.  31,  1911 .  $2,033,286  55 


Income 

Net  premiums  (other  than  perpetual) . 

Deposit  premiums  written  on  perpetual  risks . 

Gross  interest  on  mortgage  loans .  $14,923  68 

Gross  interest  on  collateral  loans .  2,402  19 

Gross  interest  on  bonds  and  dividends  on  stocks.  35,507  16 

Gross  interest  on  deposits  in  trust  companies  and 
banks .  694  95 


$304,473  08 
2,458  50 


Total  gross  interest . 

Borrowed  money  .  $90,000  00 

Earned  from  perpetual  policies  cancelled .  8  00 


Gross  profit  on  sale  or  maturity  of  bonds .  $3,018  30 

Gross  profit  on  sale  or  maturity  of  stocks .  2,280  00 


53,527  98 


90,008  00 

5,298  30 


Total  income 


$445,765  86 


Amount  carried  forward 


$2,479,052  41 


Disbursements 

Gross  amount  paid  policyholders  for  losses .  $483,673  22 

Deduct  amount  received  for  salvage, 

fire  .  $3,748  39 

Reinsurance,  fire .  144,973  75 

-  148,722  14 


Xet  amount  paid  policyholders  for  losses .  $334,951  08 

Expenses  of  adjustment  and  settlement  of  losses .  10,322  48 

Commissions  or  brokerage .  97,452  11 

Commissions  or  brokerage,  contingent .  7,114  54 

Salaries,  $4,563.32,  and  expenses,  $2,925.27  of  special  and 

general  agents  .  7,488  59 

Salaries,  fees,  and  all  other  charges  of  officers,  directors,  trus¬ 
tees  and  home  office  employees .  27,092  86 

Rents .  1,250  00 

Advertising,  $2,796.14;  printing  and  stationery,  $3,770.14....  6,566  28 

Postage,  telegrams,  telephone  and  express .  2,795  73 

Legal  expenses  .  49  80 

Furniture  and  fixtures .  100  55 

Maps,  including  corrections .  2,415  25 

Underwriters’  Boards  and  Tariff  Associations .  3,736  87 

Inspections  and  surveys .  1,256  71 
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State  taxes  and  premiums . 

Insurance  Department  licenses  and  fees . 

Miscellaneous  expenses  .  $2,202  22 

Agency  expenses  for  month  of  May  (estimated)  2,000  00 

Borrowed  money  returned . 

Deposit  premiums  returned . 

Gross  loss  on  sale  or  maturity  of  bonds . 


$16,491  93 
7,581  45 


4,202  22 
20,000  00 
170  00 
216  70 


Total  disbursements 


$551,255  15 


Balance 


$1,927,797  26 


Ledger  Assets 

Mortgage  loans  on  real  estate,  first  liens .  $527,447  50 

Loans  secured  by  pledge  of  bonds,  stocks  or  other  collateral..  71,600  00 


Book  value  of  bonds .  $939,575  09 

and  stocks  .  112,496  25 

-  1,052,071  31 

Cash  in  company’s  office .  $3,173  52 

Deposits  in  trust  companies  and  banks  on  interest  82,315  72 

-  85,489  24 

Agents’  balances,  representing  business  written  subsequent  to 


March  1,  1912. .  154,321  99 

Agents’  balances,  representing  business  written  prior  to  March 

1,  1912  .  11,867  19 

Deposit  made  with  Philadelphia  Stock  Exchange .  25,000  00 


Total  ledger  assets  .  $1,927,797  26 


'Non-Ledger  Assets 

Interest  due  and  accrued  on  mortgages .  $7,856  83 

Interest  due  and  accrued  on  bonds .  11,747  13 

Interest  due  and  accrued  on  collateral  loans .  232  00 


Due  from  reinsuring  companies  on  losses  paid 
Other  miscellaneous  non-ledger  assets . 

Gross  assets  .  $1,977,269  49 


19,835  96 
27,966  20 
1,670  07 


Deduct  Assets  Not  Admitted 

Agents’  balances,  representing  business  written 

prior  to  March  1,  1912 .  $11,867  19 

Book  value  of  ledger  assets  over  market  value.  . .  9,479  34 

-  21,346  53 


$1,955,922  96 


Total  admitted  assets 
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Liabilities 

Gross  claims  for  losses  resisted .  $169, 4S6  70 

Deduct  reinsurance  due  or  accrued .  46,269  29 


Net  amount  of  unpaid  losses  and  claims .  $123,217  41 

Total  unearned  premiums,  except  perpetuals .  608,544  00 

Amount  reclaimable  by  the  insured  on  perpetual  fire  policies, 

being  90  per  cent  of  the  premium  or  deposit  received .  10,564  00 

Interest  due  or  accrued  on  borrowed  money .  532  76 

Salaries,  rents,  expenses,  bills,  accounts,  fees,  etc.,  due  or 

accrued .  485  S9 

Estimated  amount  hereafter  payable  for  Federal,  State  and 
other  taxes  based  upon  the  business  of  the  year  of  this  state¬ 
ment  .  4,566  00 

Due  and  to  become  due  for  borrowed  money .  70,000  00 


Total  amount  of  all  liabilities  except  capital .  $817,910  06 

Capital  actually  paid  up  in  cash . $1,000,000  00 

Surplus  over  all  liabilities... .  138,012  90 


Surplus  as  regards  policyholders .  1,138,012  90 

Total  liabilities  .  $1,955,922  96 


Borrowed  Money 

The  Company  deemed  it  advisable  to  borrow  money  from  banks 
to  meet  the  heavy  losses,  taxes,  etc.,  incurred  during  the  first  two 
months  of  this  year,  rather  than  to  dispose  of  any  securities  in 
the  then  unfavorable  state  of  the  security  market. 

nJ 

Capital  Stock 

The  outstanding  certificates  of  capital  stock  were  ascertained 
from  the  stubs  of  the  certificate  book,  and  checked  with  the  stock 
ledgers.  From  these  sources  it  was  ascertained  that  there  were 
40,000  shares  outstanding  of  the  par  value  of  $25  each,  a  total  of 
$1,000,000.  There  was  also  obtained  from  the  registrar  of  the 
stock,  the  Merchants  Union  Trust  Company,  of  Philadelphia,  a 
statement  under  date  of  June  17,  1912,  showing  that  the  same 
amount  was  outstanding  according  to  its  books.  The  organiza¬ 
tion  of  the  company,  which  was  commenced  in  1906,  provided 
for  a  capital  of  $1,000,000,  to  consist  of  40,000  shares  of  the 
par  value  of  $25  each  and  a  surplus  of  $800,000.  The  subscribers’ 
agreement  provided  that  for  each  share  of  stock  the  purchaser  was 
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to  pay  $50,  of  which  amount  $25  was  to  be  applied  to  the  capital 
account,  $20  to  the  surplus,  and  $5  used  for  organization 
expenses;  the  subscriptions  could  be  paid  for  in  ten  or  less  in¬ 
stallments,  and  the  payments  were  to  he  made  to  the  Central 
Trust  &  Savings  Company,  of  Philadelphia,  which  acted  as  trus¬ 
tee  for  the  Organization  Committee.  The  fund  so  deposited  with 
the  Trust  Company  bore  interest  at  the  rate  of  2%  per  cent,  per 
annum.  In  reality,  the  Organization  Committee  received  a 
larger  amount  for  expenses,  as  the  subscriptions  of  defaulting  sub¬ 
scribers  were  resold,  and  the  Organization  Committee  received  on 
such  resold  subscriptions  a  further  amount  of  $5  per  share  for 
expense  purposes.  During  1908  various  sums  collected  by  the 
trustee  were  either  used  for  the  purchase  of  securities  or  trans¬ 
ferred  to  other  banking  institutions. 

General  Conditions 
Contingent  Commission  Agreements 

An  inspection  of  the  records  of  the  Company  discloses  the  fact 
that  contingent  commission  agreements  have  been  entered  into 
with  the  President  of  the  Company  and  with  some  of  the  general 
agents.  The  agreement  with  the  President,  as  referred  to  in  pre¬ 
vious  reports,  was  entered  into  November  5,  1908,  and  provided 
that  he  should  receive  a  salary  of  $6,000  per  annum,  with  a  5 
per  cent,  contingent  commission  on  net  underwriting  profits  at 
the  end  of  the  fiscal  year,  January  1,  1910.  The  underwriting 
profit  was  to  be  computed  by  deducting  from  the  premiums  writ¬ 
ten  all  losses  and  expenses  for  the  year  ending  December  31, 
1909,  but  excluding  any  profit  or  interest  from  investments.  On 
February  24,  1910,  the  minutes  of  the  Executive  Committee  show 
that  the  President  received  $25,798.85,  being  5  per  cent,  of  the 
underwriting  profit  for  1909,  computed  in  the  manner  specified 
above.  In  reality,  there  was  an  underwriting  loss  during  that 
year  of  over  $270,000.  It  will  be  noted  that  the  unearned  pre¬ 
miums  on  business  written  have  not  been  taken  into  account  in 
calculating  this  contingent  commission,  which  is  really  not  an 
underwriting  profit,  but  is  merely  a  trade  profit.  While  it  is  not 
unusual  for  companies  to  agree  to  pay  trade  profits  to  officers  and 
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agents,  sucli  arrangements  are  made  after  the  business  has  been  in 
force  for  a  sufficient  length  of  time  to  justify  the  omission  of  the 
unearned  premium  account;  unless  some  abnormal  conditions 
prevail  the  increase  and  the  decrease  of  the  unearned  premium 
account  offset  one  another,  and  therefore  no  injustice  results  from 
the  omission  of  that  item  from  the  calculation  of  the  trade  profit. 
In  the  case  of  a  new  company,  however,  the  failure  to  take  into 
account  this  item  works  an  injustice  to  the  company  in  that  it 
changes  an  actual  underwriting  loss  into  an  apparent  profit.  It 
will  be  noted  that  the  terms  of  the  resolution  provided  for  an 
“  underwriting  profit,”  while  the  method  of  computing  the  same 
provided  for  a  “  trade  profit/7 

It  has  been  stated  to  us  by  the  President  that  the  Board  of 
Directors  intended  to  provide  in  this  way  for  extraordinary  ex¬ 
penses  incurred  by  him  in  the  promotion  of  the  company.  If  the 
Board  of  Directors  intended  this,  the  President’s  knowledge  of  the 
business  should  have  indicated  to  him  the  advisabilitv  of  clothing 
the  resolution  in  language  which  could  not  have  been  misunder¬ 
stood.  On  August  1,  1910,  this  arrangement  was  cancelled,  and 
in  lieu  thereof  the  President  was  voted  a  salary  of  $15,000  per 
annum  for  five  years.  On  December  12,  1911,  the  President 
agreed  to  contribute  $7,500  per  annum  to  the  Company  from  his 
salary,  although  waiving  in  no  particular  his  rights  under  the 
contract  made  during  1910. 

The  Company  has  entered  into  a  number  of  profit  sharing  ar¬ 
rangements  with  its  general  agents.  During  the  year  1910  the 
Company  paid  to  general  agents  contingent  commissions  amount¬ 
ing  to  $36,000.  The  contract  arrangement  was  in  the  usual  form, 
but  because  of  the  fact  that  the  company  was  in  the  first  year  of 
its  business,  and  no  account  having  been  taken  of  the  unearned 
premium  account,  these  profits  were  of  necessity  very  heavy. 

Dividends  to  Stockholders 

Payments  to  stockholders  have  been  made  as  follows,  viz.: 

During  1910  .  $50,000  00 

During  1911  .  50,000  00 

It  is  evident  that  these  payments  have  been  made  from  the  in¬ 
terest  earnings.  In  view  of  the  unfavorable  underwriting  experi- 
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ence  of  this  Company  it  seems  unwise  to  the  examiners  that  the 
surplus  should  be  depleted  in  this  manner. 

Present  Conditions 

It  is  apparent  from  an  inspection  of  the  records  of  the  Com¬ 
pany  that  during  its  early  history  its  loss  experience  was  ex¬ 
tremely  had.  During  the  past  twelve  months,  however,  a  decided 
improvement  has  been  observed,  not  only  in  the  quality  of  risks 
placed  upon  the  books,  hut  also  in  the  managerial  expenses.  The 
present  management  has  given  evidence  of  a  sincere  desire  to  ad¬ 
minister  the  company  in  a  more  economical  way,  the  salaries  of 
the  principal  officers  have  been  reduced,  and  the  records  remod¬ 
eled  in  such  a  way  as  to  promote  the  general  efficiency  of  the  office. 
In  a  previous  examination  by  the  Pennsylvania  Insurance  Depart¬ 
ment  attention  was  called  to  the  fact  that  the  minutes  were  kept 
in  loose  leaf  form  on  unnumbered  pages,  and  in  a  way  which  af¬ 
forded  no  security  to  this  important  record.  Although  the  mat¬ 
ter  received  the  attention  of  the  Board  of  Directors,  the  minute 
hook  is  being  kept  in  the  same  way  at  the  present  time,  hut  the 
secretary  has  purchased  a  bound  and  locked  book,  and  has  ex¬ 
pressed  his  intention  of  entering  the  minutes  from  January  1, 
1912,  therein. 


SOUTH  GERMAN  REINSURANCE  COMPANY  OF 

MUNICH,  BAVARIA 

Examination  for  verification  of  capital  statement  of  United 
States  Branch  on  application  for  admission  to  the  State  of  New 
York. 

Report  dated  November  6,  1912. 

Examiner :  Isaac  Fuld. 

Capital  statement  as  of  October  31,  1912. 

Assets 

Deposited  with  Insurance  Department: 

New  York  Par  value 

City  of  New  York,  4%,  1966 .  $100,000  00 

City  of  New  York,  4%,  1900 .  100,000  00 


Market  value 
$97,000  00 
100,000  00 
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Connecticut 


Par  value  Market  value 


City  of  New  York,  4%,  1969 . . 

Ohio 

City  of  Columbus,  0.,  4%,  1947 . 

Total  deposited  in  insurance  departments . . . 
Held  by  Hartford  Trust  Company  as  trustees: 

City  of  New  York,  4^4%,  1962 . 

City  of  New  York,  4%%9  1957 . 

U.  S.  Consols,  5%,  1918 . 

Union  Pacific  R.  R.  Co.,  ref.  4%,  2006 . 

Southern  Pacific  Ry.  Co.,  ref.  4%,  1955 . 

Cash  in  bank . 

Total  gross  assets  in  the  United  States  de¬ 
posited  with  insurance  departments  and 
trustees . 


$210,000 

00 

$205,800 

00 

100,000 

00 

104,000 

00 

$510,000 

00 

$506,800 

00 

150,000 

00 

150,000 

00 

20,000 

00 

21,000 

00 

10,000 

00 

10,300 

00 

5,000 

00 

4,800 

00 

25,000 

00 

23,250 

00 

25,805 

50 

25,805 

50 

$745,805 

50 

$741,955 

50 

Liabilities 


Unearned  premiums  on  one  year  risk .  $276,073  76 

On  term  risks .  125,375  32 


Total  unearned  premiums .  $401,449  10 

Unpaid  losses  .  56,090  49 

Salary .  166  66 


Total  liabilities  in  the  United  States . . .  $457,706  25 

Capital  under  section  27  of  the  Insurance  Law .  284,249  25 

Total  (being  the  gross  assets  reported  above) .  $741,955  50 


The  above  statement  shows  the  capital  of  the  company  under 
the  provisions  of  section  27  to  have  been  on  date  of  this  examina¬ 
tion,  October  31,  1912,  the  sum  of  $284,249.25  or  $84,249.26 
more  than  the  minimum  legal  requirement. 

Your  attention  is  called  to  the  fact  that  the  deposit  with  the 
Insurance  Department  of  this  State  at  its  present  market  value 
is  $3,000  less  than  the  amount  required  under  section  27  of  the 
Insurance  Law. 
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THE  SOVEREIGN  EIRE  ASSURANCE  COMPANY  OF 

CANADA  —  U.  S.  BRANCH 

Toronto,  Canada. 

Preliminary  report  on  examination. 

Dated  October  9,  1912. 

Examiner:  Richard  A.  Elmer. 


The  examination  was  commenced  on  October  8th,  and  so  serious 
a  condition  of  affairs  was  at  once  developed  that  I  considered  it 
advisable  to  submit  the  following  preliminary  report  thereon: 

The  company  was  incorporated  on  May  16,  1905,  under  a 
charter  granted  by  the  Dominion  of  Canada,  and  commenced  busi¬ 
ness  May  11,  1906.  On  November  14,  1910,  the  company  applied 
for  a  license  to  transact  the  business  of  fire  insurance  in  the  'State 
of  New  York,  submitting  the  customary  capital  statement.  This 
statement  was  verified  by  an  examination  made  by  this  Depart¬ 
ment,  and  showed  admitted  assets  of  $508,117.50,  liabilities  of 
$170,406.17  and  a  capital  under  section  27  of  the  Insurance  Law 
of  $337,711.33.  On  such  verified  showing  a  certificate  was 
issued. 

A  capital  statement  as  of  September  30,  1912,  shows  the  com¬ 
pany's  condition  to  be  approximately  as  follows: 


Assets 

Securities  deposited  with  the  Superintendent  of 

Insurance  of  the  State  of  New  York . 

Securities  vested  and  held  by  trustees . 


Par  value 

$211,000  00 
303,948  21 


Market  value 

$210,800  00 
285,290  28 


Total  assets  in  the  United  States 


$496,090  28 


Liabilities 


Unpaid  losses  .  $102,374  47 

Unearned  premiums  .  348,104  90 

Due  for  reinsurance .  51,833  25 

Accrued  liabilities  .  8,000  00 


Total  liabilities  .  $510,312  62 


$14,222  34 


Excess  of  liabilities  over  assets 
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Assets 

The  only  assets  in  the  possession  of  the  company  that  are  per¬ 
missible  for  capital  statement  purposes,  as  provided  for  in  section 
27  of  the  Insurance  Law,  are  the  securities  deposited  with  the 
Insurance  Department  of  the  State  of  Hew  York  and  those  held 
by  the  United  States  trustee.  The  Hew  York  Trust  Company, 
of  Hew  York,  acts  as  the  United  States  trustee,  and  the  securities 
held  by  the  said  trust  company  were  examined  and  counted  on 
October  7,  1912. 

Liabilities 

The  loss  records  are  in  extremely  poor  condition  and  to  ascer¬ 
tain  the  exact  amount  of  this  liability  will  require  the  expendi¬ 
ture  of  much  time.  The  amount  carried  in  the  foregoing  state¬ 
ment,  however,  represents  the  total  of  unpaid  claims  as  shown  in 
the  loss  books,  and  is  believed  to  represent  a  minimum  figure  for 
this  liability. 

The  unearned  premium  reserve  was  compiled  from  the  com¬ 
pany’s  reserve  records,  and  contains  certain  estimates  to  bring 
same  to  the  date  of  this  report.  Although  the  reserve  has  not 
been  checked  in  any  way  I  consider  it  improbable  that  this  lia¬ 
bility  can,  on  thorough  examination,  be  reduced. 

The  amount  due  for  reinsurance  is  an  estimate  based  on  the 
figures  of  August  31,  1912,  and  is  also  considered  to  be  the  mini¬ 
mum  liabilitv  on  such  account. 


Impairment 

As  shown  in  the  foregoing  capital  statement,  the  minimum 
capital  of  $200,000,  as  required  by  the  Insurance  Law  of  this 
State,  has  been  entirely  extinguished,  the  liabilities  exceeding  the 
assets  by  approximately  $14,000.  As  before  noted,  a  complete 
examination  will  be  necessary  before  the  exact  facts  can  be  estab¬ 
lished,  but  there  can  be  no  question  that  the  company’s  capital 
is  heavily  impaired. 

In  view  of  the  reported  impairment  of  the  home  company  lo¬ 
cated  in  Toronto,  Canada,  and  the  heavy  impairment  of  the 
Lmited  States  Branch,  it  would  appear  to  be  advisable  that  this 
department  take  such  action  as  may  best  protect  the  policyholders 
of  the  United  States. 
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The  company  was  incorporated  on  May  16.  1905,  under  a 
charter  granted  by  the  Dominion  of  Canada,  and  commenced  busi¬ 
ness  May  11,  1906.  On  Rovember  14,  1910,  the  company  applied 
for  a  license  to  transact  the  business  of  fire  insurance  in  the  state 
of  Re w  York,  submitting  the  customary  capital  statement.  This 
statement  was  verified  by  an  examination  made  by  this  depart¬ 
ment  and  showed  admitted  assets  of  $508,117.50,  liabilities  of 
$170,406.17  and  a  capital  under  section  27  of  the  Insurance  Law 
of  $337,711.33.  On  such  verified  showing  a  certificate  was  issued. 

The  present  examination  was  commenced  on  October  7,  1912, 
and  so  serious  a  financial  condition  was  at  once  disclosed  that  a 
preliminary  report  was  submitted  to  you  under  date  of  October 
9,  1912.  This  report  showed,  that  under  the  capital  statement 
requirements  as  provided  for  in  section  27  of  the  Insurance  Law 
of  this  State,  the  minimum  deposit  capital  of  $200,000  had  been 
wiped  out  and  the  liabilities  exceeded  the  assets  by  $14,222.34. 


Capital  Statement 

The  capital  statement  referred  to  in  the  preceding  paragraph 
and  which  was  found  on  thorough  examination  to  be  approxi¬ 
mately  correct  shows  the  company’s  condition  on  September  30, 
1912,  to  have  been  as  follows: 


Assets 

Par  value  Market  value 

Securities  deposited  with  the  Superintendent  of 

Insurance  of  the  State  of  New  York .  $211,000  00  $210,800  00 

Securities  vested  and  held  by  trustees .  303,948  21  285,290  28 


Total  assets  in  the  United  States 


$496,090  28 


Liabilities 


Unpaid  losses .  $102,  374  47 

Unearned  premiums  .  348,  104  90 

Due  for  reinsurance .  51,  833  25 

Accrued  liabilities .  8,  000  00 


Total  liabilities  .  $510,312  62 


$14,222  34 


Excess  of  liabilities  over  assets 
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General  Financial  Statement 

The  financial  condition  of  the  company  under  the  general  form 
of  statement  on  (September  30,  1912,  was  found  to  have  been  as 


follows : 

Ledger  Assets 

Book  value  of  bonds .  $507,919  86 

Cash  in  office .  700  00 

Deposited  in  banks .  15,633  85 

Agents’  balances  subsequent  to  July  1,  1912....  60,825  15 

Agents’  balances  prior  to  July  1,  1912 .  2,085  80 

Philadelphia  Underwriters’  deposit .  100  00 


Total  ledger  assets 


$587,264  66 


Accrued  interest 
Gross  assets 


Non-Ledger  Assets 


7,920  09 


$595, 184  75 


Not  Admitted  Assets 


Agents’  balances  prior  to  July  1,  1912 .  $2,085  80 

Book  value  of  bonds  over  market  values .  11,S29  58 

-  13,915  38 


Total  admitted  assets .  $581,269  37 


Liabilities 


Net  amount  of  unpaid  losses  and  claims .  $102,374  47 

Unearned  premiums  . .  348,  104  90 

Due  for  reinsurance .  '51,833  25 

Accrued  taxes,  bills,  etc .  8,  000  00 


Total  liabilities  .  $510,312  62 

Minimum  deposit  capital .  $200,000  00 

Impairment  of  capital .  129,043  25 

Excess  of  assets  over  liabilities .  70,956  75 


$581,269  37 


The  income  and  disbursements  from  January  1,  1912,  to  Sep¬ 
tember  30,  1912,  were  as  follows: 
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Income 

Gross  premiums .  $665,  495  79 

Deduct  amount  paid  for 

Return  premiums .  $156,511  03 

Reinsurance  premiums .  96,948  93  253,439  96 


Net  premiums  .  $412,  035  83 

Interest  .  14,  660  50 

Other  income  (Skandinavia  premium  reserve) .  19,993  23 

Received  from  home  office .  19,982  80 

Error  in  bank  balance  December  31,  1911 .  40 


Total  income  .  $466,  672  76 

Balance  December  31,  1911  (ledger  assets) .  605,063  06 


Total .  $1,071,735  82 


Gross  losses  paid  . 

Deduct  amount  received  for 

Reinsurance . 

Salvage . 

Discounts . 


Disbursements 

.  $326,  416  43 

.  $79,  309  10 

.  1,234  80 

.  200  38  80,744  28 


Xet  amount  paid  for  losses .  $245,672  15 

Expense  of  adjustment  of  losses .  6,256  01 

Commissions .  134,  156  73 

Special  and  general  agents’  salaries .  1,954  04 

Special  and  general  agents’  expenses .  2,484  16 

Salaries,  etc .  14,  045  38 

Rents .  3,  055  00 

Advertising .  576  00 

Printing  and  stationery .  2,055  14 

Postage  .  2,  428  79 

Office  furniture  and  fixtures .  333  44 

Maps  and  corrections .  246  73 

Underwriters’  boards,  tariff  association .  2,009  71 

Fire  department  patrol,  etc .  445  14 

Inspections  and  surveys .  911  57 

Taxes  on  premiums  .  5,  531  81 

Insurance  department  licenses  .  1,  824  77 

All  other  licenses,  fees,  etc .  164  18 

Sundry  expenses  .  5,  161  80 

Mercantile  agencies  .  600  00 

Remitted  to  home  office .  48,397  73 

Travelling  expenses  .  2,  835  06 

Subscriptions .  44  85 

Auditing  expenses .  300  00 
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Trustees*  fees  .  $250  00 

Agents’  balances  charged  off .  1,406  72 

Loss  on  sale  of  securities .  100  00 

Legal  expenses  .  1,224  25 


Total  disbursements  .  $484,  471  16 


Balance  (ledger  assets  September  30,  1912) .  $587,264  66 


The  various  items  of  income  and  disbursements  present  no 
features  requiring  particular  explanation. 


Bonds: 


The  securities  owned  by  the  company  consist  of  the  bonds 
deposited  with  the  superintendent  of  insurance  of  this  state  and 
the  bonds  vested  and  held  by  the  Yew  York  Trust  Company,  the 
United  States  Trustee  of  the  company. 

The  bonds  deposited  with  the  superintendent  of  insurance  are 
as  follows: 


Interest 

Description  Rate  Maturity  Book  Value  Par  Value  Market  Value 

Corp.  stock: 

City  of  New  York...  4*4  1930-60  $145,507  50  $143,000  00  $144,430  00 
City  of  New  York...  4  1959  50,250  00  50,000  00  49,000  00 

Cons,  stock: 


City  of  New  York...  3 x/2  1916 
City  of  New  York...  3V2  1918 
City  of  New  York...  3V2  1915 


6,792  10 
9,619  00 
974  80 


7,000  00 
10,000  00 
1,000  00 


6,790  00 
9,600  00 
980  00 


Totals 


$213,  143  40  $211,000  00 


$210,  800  00 


The  securities  held  by  the  New  York  Trust  Company  were 
examined  and  checked  on  October  7,  1912,  and  are  as  follows: 


Interest 


Description 

Rate 

Maturity  Book  Value 

Par  Value 

Market  Value 

Cleveland,  Ohio  . 

.  4 

1926 

$25,500  00 

$25,000  00 

$25,  500 

00 

Cincinnati,  Ohio  . .  .  . 

.  3i 

1956 

20,  000  00 

20,000  00 

19,  000 

00 

Columbus,  Ohio  . 

.  4 

1947 

21,226  00 

20,000  00 

20,  400 

00 

Los  Angeles,  Cal . 

.  3| 

1932 

9,600  00 

10,000  00 

9,  200 

00 

Los  Angeles,  Cal . . 

.  3f 

1933 

9,600  00 

10,000  00 

9,  100 

00 

Nanaimo,  B.  C . 

.  4 

1950 

28,  165  60 

34,000  00 

28,  220 

00 

New  York,  N.  Y . 

.....  3i 

1954 

36, 800  00 

40,000  00 

34,  000 

00 

Revelstoke,  B.  C . 

.  5 

1927 

10,000  00 

10,000  00 

9,  900 

00 

Seattle,  Wash . 

.  4 

1926 

101,360  00 

100,000  00 

96,  000 

00 

Steelton,  Ont . 

.  4  i 

1927 

17,524  86 

19,  948  21 

19, 150 

28 

St.  Thomas,  Ont . 

.  4* 

1917 

2,000  00 

2,000  00 

1,  980 

00 
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Interest 

Description  Rate  Maturity  Book  Value  Par  Value  Market  Value 

St.  Thomas,  Ont .  4£  1920  $1,000  00  $1,000  00  $980  00 

St.  Thomas,  Ont .  4J  1921  7,000  00  7,000  00  6,860  00 

Nam,pa,  Idaho  .  7  1913  5, 000  00  5, 000  00  5, 000  00 


Totals .  $294,776  46  $303,948  21  $285,290  28 

Securities  deposited  with  Insurance 

Department .  213,143  40  211,000  00  210,800  00 


Total  of  securities  owned .  $507,919  86  $514,948  21  $496,090  28 

Cash  in  Bank: 

The  amounts  deposited  in  bank  were  verified  from  the  records 
of  the  company  and  reconciled  with  certificates  obtained  from  the 
banking  institutions. 

Agents  Balances: 

The  amounts  due  the  company  on  account  of  agents’  balances 
were  ascertained  from  the  agency  records  and  the  balances  over 
three  months  due  have  been  deducted  as  a  not  admitted  asset. 

Unpaid  Losses: 

The  hooks  and  papers  in  connection  with  the  unpaid  losses 
were  examined  and  the  amount  reported  in  the  foregoing  financial 
statement  represents  the  amount  of  the  liability  on  September  30, 
1912,  as  shown  by  the  company’s  records. 

Premium  Reserve: 

The  unearned  premium  liability  was  compiled  from  the  reserve 
records  of  the  company  and  computed  on  a  50  per  cent,  basis.  A 
thorough  check  was  made  of  these  records  and  the  reserve  reported 
is  believed  to  represent  the  full  amount  of  this  liability. 

Impairment  of  Capital: 

As  shown  in  the  foregoing  financial  statement  the  minimum 
deposit  capital  on  September  30,  1912,  was  impaired  in  the  sum 
of  $129,043.25  and  the  proceedings  taken  in  connection  therewith 
are  hereinafter  referred  to. 

Reinsurance  Contracts 

An  inspection  of  the  company’s  accounts  shows  that  during  the 
period  the  company  has  been  operating  in  this  state  various  rein¬ 
surance  arrangements  have  been  entered  into  with  other  com- 
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panies.  The  following  schedule  shows  the  principal  reinsurances 
assumed  and  ceded  by  the  company. 


Reinsurance  Assumed  Date 

Potomac  Insurance  Co., 

Distiict  of  Columbia..  Dec.  I,  1910 


Franklin  Fire  Ins.  Co., 

Washington,  D.  C....  Dec.  22,  1910 


Queen  City  Fire  Ins.  Co., 

Sioux  Falls,  S.  D .  Jan.  27,  1911 

Eastern  Fire  Ins.  Co., 

Atlantic  City,  X.  J....  March  16,  1911 


Acme  Fire  Ins.  Co., 

Cedar  Rapids,  Iowa..  Dec.  5,  1911 

Acme  Fire  Ins.  Co., 

Cedar  Rapids,  Iowa..  April  1,  1912 

Franklin  Fire  Ins.  Co., 

Washington,  D.  C....  June  29,  1912 


Conditions 

Sovereign  reinsures  all  risks 
written  through  the  general 
agency  of  John  A.  Kelly. 

Sovereign  reinsures  40%  of  the 
liability  assumed  by  Franklin 
as  reinsurance  of  Western 
Reserve  in  certain  specified 
states. 

Sovereign  reinsures  all  risks  in 
certain  specified  states. 

Sovereign  reinsures  all  outstand¬ 
ing  risks  with  certain  excep¬ 
tions. 

Sovereign  reinsures  three- 
quarters  of  one  year  business. 

Sovereign  reinsures  all  risks  in 
force  (excepting  farm  and 
tornado  risks). 

Sovereign  reinsures  one-half  of 
all  risks  in  force. 


Reinsurance  Ceded  Date 

Fireman’s  Fund  Ins.  Co., 

California .  March  16,  1911 

Skandinavia  Reins.  Co., 

Copenhagen,  Denmark.  June  1,  1911 

Globe  &  Rutgers  Ins.  Co., 

Kew  York  .  Dec.  12,  1911 


Conditions 

Fireman’s  reinsures  all  risks 
in  state  of  Oregon. 

Treaty  contract  —  Skandinavia 
to  receive  first  excess. 

Globe  &  Rutgers  reinsures  one- 
half  of  all  term  risks  as  of 
Dec.  31,  1911  (excepting  two 
states ) . 


The  various  reinsurances  assumed  under  the  contracts  enumer¬ 
ated  above  had  for  their  purpose  the  placing  of  a  larger  premium 
income  on  the  books  of  the  company.  The  commissions  paid  for 
these  reinsurances  were  comparatively  high  and  it  is  apparent 
that  the  experience  of  the  company  on  the  business  assumed  under 
the  said  contracts  has  been  generally  unprofitable.  It  would  also 
appear  that  the  contract  with  the  Globe  &  Rutgers  Insurance 
Company,  effected  on  December  12,  1911,  whereby  the  said  com¬ 
pany  reinsured  one-half  of  all  the  term  risks  of  the  Sovereign  as  of 
December  31,  1911,  was  for  the  purpose  of  increasing  the  surplus 
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as  of  said  date,  and  had  not  this  reinsurance  been  effected  it  is 
probable  that  the  capital  of  the  company  would  have  shown  an 
impairment  as  of  December  31,  1911. 

The  treaty  contract  with  the  Skandinavia  Reinsurance  Company 
of  Denmark  was  cancelled  by  mutual  consent  under  date  of  Octo¬ 
ber  25,  1912.  The  arrangement  between  the  two  companies  was 
that  50  per  cent,  of  the  net  premiums  ceded  were  to  be  deposited 
to  the  credit  of  the  Skandinavia  in  the  Rational  City  Bank  of 
Rew  York.  An  accounting  was  made  between  the  two  companies 
under  date  of  Rovember  7,  1912,  and  showed  a  balance  due  the 
Skandinavia  of  approximately  $19,000.  Said  amoimt  was 
deposited  in  the  Rational  City  Bank  to  the  credit  of  the  Skandi¬ 
navia,  and  though  still  subject  to  slight  adjustment  on  account  of 
late’  cancellations  and  subsequent  information  on  unpaid  losses, 
the  settlement  between  the.  two  companies  may  be  considered  as 
practically  consummated. 

Underwriting-  Experience 

As  previously  noted  in  this  report,  the  company  was  admitted  to 
transact  business  in  the  state  of  Rew  York  in  Rovember,  1910, 
and  in  due  course,  pursuant  to  the  regulations  of  the  insurance 
department,  filed  with  the  superintendent  of  insurance  a  “  Gen¬ 
eral  Financial  Statement  ”  for  the  year  ending  December  31, 
1910.  This  statement  showed  a  surplus  to  policyholders  of  $388,- 
085.96  and  by  charging  the  minimum  deposit  capital  as  a  liability 
the  assets  exceeded  all  liabilities  by  $188,085.96. 

The  “  General  Financial  Statement  ”  as  of  September  30,  1912, 
set  forth  in  the  foregoing  pages  of  this  report,  shows  that  the 
surplus  over  all  liabilities  is  wiped  out  and  that  the  minimum 
deposit  capital  is  impaired  in  the  sum  of  $129,043.25.  It  would 
therefore  appear  that  during  the  period  of  one  year  and  nine 
months  ending  September  30,  1912,  the  company  has  sustained  a 
concurrent  decrease  of  assets  and  increase  of  liabilities  amount¬ 
ing  to  the  total  sum  of  $317,129.21. 

In  order  to  ascertain  the  particular  reason  for  the  extinguish¬ 
ment  of  the  company’s  surplus,  as  shown  by  its  annual  statement 
for  the  year  ending  December  31,  1910,  and  the  impairment  of 
capital  as  evidenced  by  this  examination,  an  “Underwriting  and 
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Investment  ”  exhibit  has  been  compiled  from  the  figures  com 
tained  in  the  sworn  annual  statements  submitted  by  the  company 
for  the  years  ending  December  31,  1910  and  1911,  and  the  quar¬ 
terly  statements  for  the  first  three  quarters  of  1912. 

A  synopsis  of  the  said  exhibit  accounts  for  the  heavy  losses  sus¬ 
tained  by  the  corporation  in  the  United  States  in  the  following 
manner. 

Excess  of  assets  over  liabilities  Dec.  31,  1910 .  $188,  085  96 

Impairment  of  capital,  Sept.  30,  1912 .  129,043  25 

Total  loss  sustained . ; .  $317,129  2 1 

Accounted  for  as  follows: 

Underwriting  income  earned .  $651,  196  29 

Losses  incurred  .  $581,429  06 

Underwriting  expenses  .  351,  144  06 


Underwriting  losses  and  expenses .  932,573  12 

Loss  from  underwriting .  $281,376  83 


Investment  income  earned .  $41,428  65 

Investment  losses  and  expenses....  3,919  21 

Gain  from  investments .  37,509  44 

Loss  account  of  remittances  to  Home  Office .  73,261  82 

Total  loss  sustained  from  December  31,  1910,  to  September 

30,1912 . .  $317,129  21 


It  will  he  noted  from  the  foregoing  that  the  underwriting 
income  earned  is  $651,196.29  and  the  losses  incurred  $581,429.06 
representing  a  loss  ratio  of  90  per  cent. ;  that  the  underwriting 
expenses  incurred  to  the  premiums  earned  represents  an  expense 
ratio  of  54  per  cent.  According  to  the  statistical  records  of  this 
department  the  average  ratio  of  all  companies  for  losses  incurred 
to  premiums  earned  for  the  year  1911  was  53  per  cent,  and  the 
average  ratio  for  expenses  incurred  to  premiums  earned  was 
39  per  cent. 

The  remittances  to  home  office  do  not  entirely  represent  cash 
remittances  but  include  certain  charges  for  payments  made  by 
the  United  States  branch  on  account  of  losses  and  expenses  of 
the  Canadian  company. 


502 


Reports  ox  Official  Examination 


Trustees  and  Officers 

The  New  York  Trust  Company,  of  New  York,  as  previously 
noted,  is  the  trustee  for  the  United  States  branch  of  the  company 
and  is  acting  under  a  deed  of  trust  dated  November  4,  1910, 
executed  for  the  Sovereign  Eire  Assurance  Company  of  Canada 
by  Cyrus  A.  Birge,  the  president,  and  H.  S.  Wilson,  the  manag¬ 
ing  director  of  said  company. 

H.  S.  Wilson  is  the  United  States  manager  and  is  also  the 
managing  director  and  second  vice-president  of  the  Canadian 
company. 


Proceedings  Taken  in  re  Impairment 

The  proceedings  taken  in  regard  to  the  impaired  condition  of 
this  company  were  so  largely  of  a  legal  character,  conducted  by 
yourself  and  departmental  counsel,  and  as  certain  questions  are 
still  pending,  it  would  appear  that  for  the  purposes  of  this  report, 
a  brief  reference  to  the  said  proceedings  will  suffice. 

The  preliminary  report  on  examination,  showing  that  under 
the  provisions  of  section  27  of  the  Insurance  Law,  the  minimum 
capital  deposit  was  extinguished,  was  submitted  to  the  company 
in  accordance  with  the  statutory  requirements,  and  after  full 
consideration  of  the  findings  contained  therein,  the  United  States 
manager  decided  to  reinsure  the  whole  or  a  portion  of  the  out¬ 
standing  policy  obligations  in  a  company  or  companies  authorized 
to  transact  the  business  of  fire  insurance  in  this  state. 

In  order  to  effect  this  reinsurance  it  was  found  that  it  would 
be  necessary  to  use  a  portion  of  the  funds  held  by  the  United 
States  trustee.  This  matter  was  taken  up  with  the  counsel  for 
the  trust  company,  who  took  the  position  that  he  was  in  doubt  as 
to  the  rights  and  duties  of  his  client  in  reference  to  these  funds. 

An  action  was  therefore  brought  in  the  supreme  court  of  this 
state,  in  which  the  trust  company  asked  for  instructions  as  to  its 
duties  in  the  premises.  This  action  was  referred  to  a  referee  to 
hear  and  determine.  Several  hearings  were  held  before  such 
referee,  at  which  counsel  appeared  in  order  to  present  the  views 
of  this  department  upon  the  questions  at  issue. 

On  December  30.  1912,  the  referee  rendered  his  final  decision, 
to  the  effect  that  the  Sovereign  Fire  Assurance  Company  of 
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Canada  had  terminated  the  trusteeship  of  the  Yew  York  Trust 
Company,  pursuant  to  the  eighth  paragraph  of  the  trust  agree¬ 
ment,  and  that  the  latter  company  may  properly  and  must  sur¬ 
render  the  trust  funds  to  the  superintendent  of  insurance  of  this 
state,  subject  to  the  trust  created  by  section  27  of  the  insurance 
law  and  the  provisions  of  the  trust  agreement. 

At  the  close  of  business  December  31,  1912,  such  transfer  of 
funds  had  not  been  made  and  no  general  reinsurance  of  the  out¬ 
standing  policy  obligations  of  the  company  had  been  effected. 

Writing  of  Business  Discontinued 

On  or  about  October  25,  1912,  this  department  was  advised  by 
the  United  States  manager  of  the  company  that  the  directors  had 
decided  to  cease  writing  business  and  retire  from  the  United 
States,  and  on  October  25,  1912,  the  United  States  manager  for¬ 
warded  from  the  office  of  the  company  in  Yew  York  City  tele¬ 
grams  to  every  agent  in  the  United  States,  reading  as  follows : 

“  Directors  have  decided  to  retire  from  the  United  States  please  cease  writ¬ 
ing  business  from  noon  today  and  send  in  final  account  and  balance.” 

In  accordance  with  the  foregoing  messages,  the  writing  of  busi¬ 
ness  in  the  United  States  was  discontinued  and  the  company  at 
the  present  time  is  engaged  in  closing  the  accounts  with  its  agents. 

Condition  as  of  December  31,  1912 

The  financial  condition  of  the  company  as  of  December  31, 
1912,  has  decidedly  improved  over  the  financial  condition  as  of 
September  30,  1912,  for  the  reasons  hereinafter  explained. 

A  capital  statement  showing  the  condition  of  the  company  as  of 
December  31,  1912,  under  the  provisions  of  section  27  of  the 
Insurance  Law,  would  appear  to  be  as  follows : 

Assets 

Par  Value  Market  Value 

Securities  deposited  with  the  Superintendent  of 

Insurance  of  the  State  of  New  York .  $211,000  00  $210,800  00 

Securities  vested  in  and  held  by  trustees .  303,948  21  285,290  28 


Total  assets  in  the  United  States 


$496,090  28 
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Liabilities 

Unpaid  losses .  $97,  148  95 

Unearned  premiums  .  221,  819  58 

Accrued  liabilities  .  15,  000  00 


Total  liabilities  .  $333,968  53 

Capital  under  section  27  of  the  Insurance  Law .  162,  121  75 


Total .  $496,  090  28 


It  will  be  understood,  however,  that  the  exact  amount  of  certain 
of  the  liabilities  in  the  foregoing  capital  statement  at  the  date  of 
the  writing  of  this  report  cannot  be  definitely  ascertained,  and 
the  statement  may  therefore  be  subject  to  modification.  It  is, 
however,  believed  that  the  foregoing  statement  is  substantially 
correct. 

Assets: 

The  only  assets  held  by  the  company  and  permitted  in  the 
capital  statement  under  the  provisions  of  section  27  of  the  Insur¬ 
ance  Law  are  the  securities  deposited  with  the  superintendent  of 
insurance  of  the  State  of  Yew  York  and  the  securities  held  by 
the  United  States  trustee.  The  securities  have  been  carried  in 
the  foregoing  capital  statement  at  the  market  values  of  September 
30,  1912,  as  quotations  of  December  31,  1912,  are  not  as  yet 
available. 

The  company,  however,  is  in  possession  of  other  assets,  such  as 
cash  in  bank  and  office,  interest  due  and  accrued  and  agents’ 
balances,  which,  although  not  allowed  in  the  capital  statement, 
may  be  considered  to  have  a  certain  commercial  value  and  a  gen¬ 
eral  financial  statement  would  undoubtedly  show  the  company  in 
possession  of  a  small  surplus. 

Losses : 

The  books  and  papers  in  connection  with  the  losses  have  been 
under  examination  since  October  7,  1912,  and  the  amount  reported 
in  the  foregoing  capital  statement  represents  the  amount  of  this 
liability  on  December  31,  1912,  as  shown  by  the  company’s 
records. 
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During  the  months  of  October,  November  and  December,  1912, 
the  company  has  paid  on  account  of  losses  and  loss  expenses  the 
following  amounts: 

Loss  Payments  Loss  Expenses 


October,  1912  .  $35,  102  93  $798  73 

November,  1912  .  21, 203  85  822  42 

December,  1912  .  53,036  13  1,663  28 


These  payments  have  been  made  possible  mainly  by  reason  of 
remittances  from  the  head  office  of  the  company  in  Canada.  The 
amounts  remitted  from  September  30,  1912,  to  December  31, 
1912,  were  as  follows: 


Nov.  13,  1912,  remittance  from  head  office .  $9,000  00 

Nov.  15,  1912,  remittance  from  head  office .  20,000  00 

Dec.  9,  1912,  remittance  from  head  office .  20,  000  00 

Dec.  26,  1912,  remittance  from  head  office .  30,000  00 


$79,000  00 


In  general,  it  may  be  said  that  the  company  has  used  reasonable 
effort  to  adjust  and  pay  its  maturing  losses  and  claims. 

Unearned  Premium  Reserve: 

The  reserve  reported  in  the  foregoing  capital  statement  is 
$221,819.58,  a  decrease  of  $126,285.32  from  the  reserve  re¬ 
ported  as  of  September  30,  1912.  This  decrease  is  accounted  for 
by  the  heavy  cancellations,  and  the  expirations  and  earnings  of 
the  months  of  October;  November  and  December,  1912,  and  as 
the  one  year  business  of  the  company  approximates  73  per  cent, 
of  the  total  business  in  force,  the  earnings  and  expirations  of  the 
three  aforesaid  months  have  effected  a  heavy  reduction  in  the 
unearned  premium  liability. 

A  further  reduction  in  this  liability  was  caused  by  the  cancella¬ 
tion  of  the  business  assumed  from  the  Franklin  Eire  Insurance 
Company,  of  Washington,  D.  C.,  under  the  reinsurance  agreement 
dated  June  29,  1912.  The  reinsurance  contract  between  the  two 
companies  was  cancelled  under  date  of  December  31,  1912,  and 
the  unearned  portion  of  the  premiums  on  the  business  in  force 
amounted  to  approximately  $24,000.  This  amount,  less  the  com¬ 
mission  thereon,  was  paid  to  the  Franklin  on  December  31,  1912. 
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The  reserve  charged  on  this  business  in  the  unearned  premium 
fund  on  September  30,  1912,  approximated  $47,000. 

Accrued  Liabilities: 

These  liabilities  have  undoubtedly  increased  over  the  amount 
reported  as  of  September  30,  1912,  and  although  this  item  is 
always  somewhat  of  an  estimate  it  is  believed  that  the  $15,000 
charged  is  sufficient  to  provide  for  this  liability. 

Conclusion 

Summarizing  the  foregoing  report,  we  find  the  following  facts : 

That  during  the  short  period  the  company  has  been  operating 
in  this  state,  the  underwriting  losses  and  expenses  have  been  ab¬ 
normally  large;  that  the  minimum  deposit  capital  was  wiped  out 
on  September  30,  1912;  that  the  company  ceased  writing  busi¬ 
ness  in  October,  1912,  and  expressed  the  intention  of  retiring 
from  the  United  States;  that  the  maturing  losses  and  expenses 
have  been  met  by  remittances  from  the  head  office  in  Canada,  and 
that  the  financial  condition  as  of  December  31,  1912,  has  greatly 
improved  over  the  financial  condition  as  of  September  30,  1912. 

While  the  company  may  be  considered  to  have  practically 
retired  from  the  United  States,  its  policyholders,  loss  claimants 
and  creditors  still  have  the  protection  of  the  securities  deposited 
with  the  superintendent  of  insurance  and  with  the  United  States 
trustees,  and  the  corporation  is  still  under  the  supervision  of  this 
department. 

Supplemental  Memorandum  of  the  Superintendent  of 

Insurance 

The  following  memorandum  is  designed  to  show  briefly  the 
several  steps  taken  by  the  Insurance  Department,  and  by  the 
Sovereign  Fire  Assurance  Company  of  Canada,  subsequent  to 
departmental  report  on  examination  of  the  United  States  branch 
of  the  company,  under  date  of  January  2,  1913. 

As  set  forth  in  such  report,  the  company  discontinued  the  issu¬ 
ance  of  policies  through  its  United  States  branch  on  October  25, 
1912,  and  all  business  in  force  in  the  United  States  was  reinsured 
under  the  following  contracts: 
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Unearned  Date  of 

premiums  payment 

Date  Reinsuring  company  reinsured  therefor 

Jan.  21,  1913  Globe  &  Rutgers  Fire  Insurance  Co....  $96,749  46  Jan.  21,  1913 

May  2,  1913  Globe  &  Rutgers  Fire  Insurance  Co....  15,731  71  May  2,  1913 

May  9,  1913  Globe  &  Rutgers  Fire  Insurance  Co....  58.627  70  May  9,  1913 

Total . $171,108  87 


Reference  is  made  in  the  report  of  January  2,  1913,  to  an 
action  brought  in  the  Supreme  Court  in  Yew  York  county  to 
determine  the  duties  of  the  company’s  United  States  trustee,  The 
Yew  York  Trust  Company.  This  action  grew  out  of  an  application 
on  the  part  of  the  Sovereign  Fire  Assurance  Company  to  its 
trustee  to  release  certain  securities  for  the  purpose  of  using  same, 
or  the  proceeds  of  the  sale  thereof,  in  payment  of  the  reinsurance 
of  its  outstanding  risks.  Several  hearings  were  held  before  a 
referee,  and  under  date  of  January  17,  1913,  the  judgment  of  the 
court  was  filed  in  the  office  of  the  clerk  of  the  county  of  Yew  York. 
Under  such  judgment  it  was  decreed  that  the  funds  in  the  hands 
of  the  trustee  were  held  primarily  for  the  benefit  of  the  company’s 
policyholders  in  the  United  States,  and  secondarily,  subject  to  the 
rights  of  such  policyholders,  for  the  benefit  and  security  of  other 
creditors  of  the  company  in  the  United  States ;  and  that  the  trustee 
transfer  and  deliver  to  the  Superintendent  of  Insurance  all  the 
securities  and  funds  of  the  company  held  by  it  as  such  trustee. 
In  accordance  with  the  terms  of  such  judgment,  The  Yew  York 
Trust  Company,  trustee,  turned  over  to  the  Superintendent  of 
Insurance  on  date  of  Januarv  17,  1913,  securities  held  by  it  as 
trustee,  belonging  to  the  company,  amounting  to  a  par  value  of 
$303,948.21,  together  with  its  check  covering  interest  receipts  on 
securities  in  the  sum  of  $2,283.38.  Thereafter  at  various  times 
between  January  17,  1913,  and  June  9,  1913,  all  of  said  funds 
and  securities  were  turned  over  by  the  Superintendent  of  Insur¬ 
ance  to  the  Sovereign  Fire  Assurance  Company  for  the  purpose  of 
paying  for  the  reinsurance  of  its  outstanding  risks  and  for  the 
further  purpose  of  paying  matured  or  maturing  policy  obligations. 

Through  the  application  of  the  trustee  funds  to  the  payment  of 
reinsurance  and  of  policy  claims,  the  company’s  liability  on 
policies  in  force  issued  through  its  United  States  branch  was 
assumed  by  a  solvent  corporation  and  its  loss  liability  reduced  on 
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date  of  this  memorandum  to  the  sum  of  thirty-one  thousand  four 
hundred  thirty-nine  and  eleven  one-hundredths  dollars 
($31,439.11).  Under  the  terms  of  a  written  agreement  between 
the  home  office  directors  of  the  company  and  this  Department,  all 
such  outstanding  losses  and  all  other  obligations  are  to  be  paid  by 
the  company  without  recourse  to  the  statutory  deposit  held  by  the 
Superintendent  of  Insurance  in  trust  for  the  company’s  United 
States  policyholders.  Such  statutory  deposit  comprises  securities 
of  the  par  value  of  two  hundred  and  eleven  thousand  dollars 
($211,000),  which  will  he  retained  by  the  Department  pursuant 
to  the  provisions  of  statute. 

W.  T.  Emmet, 

Superintendent  of  Insurance 
Insurance  Department ,  Albany ,  New  York,  June  30,  1913. 


UNION  AND  PHENIX  ESPAXOL  INSURANCE  COM¬ 
PANY 

Madrid,  Spain 

Examination  of  condition  of  the  United  States  Branch  as  of 
February  28,  1913. 

Report  dated  April  25,  1913. 

Examiner :  Isaac  Fuld. 

Assistant  Examiner:  John  J.  Cunningham. 

u 


Ledger  Assets 

Book  value  of  bonds .  $1,053,286  46 

Cash  in  trust  company,  general  account .  41,473  86 

Cash  in  trust  company,  trustee  account .  5,385  37 

Agents’  balances  representing  business  written  subsequent  to 

November  30,  1912 .  47,633  83 

Agents’  balances  representing  business  written  prior  to  Decem¬ 
ber  1,  1912  .  1,740  64 


Total  ledger  assets .  $1,149,520  16 

'Non-Ledger  Assets 

Interest  accrued  on  bonds .  17,012  48 

Interest  accrued  on  deposits .  280  75 


Gross  assets 


$1,166,813  39 
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Deduct  Assets  Not  Admitted 
Agents’  balances  representing  business  written 


prior  to  December  1,  1912 .  $1,740  64 

Book  value  of  bonds  over  market  value .  20,586  46 

-  $22,237  10 


Total  admitted  assets .  $1,144,486  29 


Liabilities 

Unpaid  losses  .  $126,983  26 

Total  unearned  premiums .  722,118  43 

Taxes  due  and  accrued  on  premiums  (est.) .  11,200  00 

Fire  department  tax  due  and  accrued  (est.) .  2,000  00 

Sundry  unpaid  bills .  461  72 

Trustee  fees  accrued .  333  33 


Total  liabilities  except  deposit  capital .  $863,096  74 

Deposit  capital  .  $200,000  00 

Surplus .  81,389  55 

Surplus  to  policyholders .  281,389  55 

Total  liabilities  .  $1,144,486  29 


Capital  Statement 

The  financial  condition  of  the  United  States  branch  of  the  com¬ 
pany  under  the  requirements  of  the  provisions  of  section  27  of  the 
Insurance  Law  on  February  28,  1913,  as  ascertained  by  this  ex¬ 


amination  was  as  follows : 

Assets 

Market  value  of  bonds  including  accrued  interest,  held  by  U.  S. 

trustee  or  deposited  with  insurance  departments .  $1,007,379  15 

Cash  in  trust  company,  trustee  account .  5,385  37 

Total  gross  assets  in  the  United  States  deposited  with  in¬ 
surance  departments  and  trustees .  $1,012,764  52 


Liabilities 

Unpaid  losses  .  $126,983  26 

Unearned  premiums .  722,118  43 

Taxes  due  and  accrued  on  premiums  (estimated) .  11.200  00 

Fire  department  tax  due  and  accrued  (estimated) .  2  000  00 

Sundry  unpaid  bills .  461  72 

Trustee  fees  accrued .  333  33 


Total  liabilities  in  the  United  States 


$863,096  74 
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Capital  under  section  27  of  the  Insurance  Law .  $149,667  78 

Total  (being  the  gross  assets  reported  above) .  $1,012,764  52 

Capital  required  under  section  27 .  $200,000  00 

Capital  in  possession  of  company  on  February  28,  1913 .  149,667  78 

Impairment .  $50,332  22 


The  foregoing  capital  statement  shows  that  the  capital  of  the 
company  on  February  28,  1913,  under  the  provisions  of  section  27 
of  the  Insurance  Law  amounted  to  the  sum  of  $149,667.78,  which 
is  $50,332.22  less  than  the  minimum  sum  which  foreign  fire  in¬ 
surance  corporations  are  required  to  have  under  the  provisions  of 
said  section. 

This  impairment  was  made  good  by  a  deposit  being  made  with 
the  Bankers  Trust  Company  of  Hew  York,  the  company’s  United 
States  trustee,  on  April  22,  1913,  of  the  following  funds: 

Description  Par  value  Market  value 

Southern  Ry.  Co.,  5%,  bonds,  1994 .  $40,000  00  $42,000  00 

Cash .  25,000  00  25,000  00 


$65,000  00  $67,000  00 


The  affidavits  of  R.  H.  Folsom,  of  Fester  &  Folsom,  United 
States  manager,  and  Guy  Richards,  an  assistant  secretary  of  the 
Bankers’  Trust  Company,  United  States  trustee,  covering  the 
above  mentioned  deposit,  are  attached  hereto. 

History  of  the  United  States  Branch 

The  Union  and  Phenix  Espanol  Insurance  Company  of  Madrid, 
Spain,  was  organized  on  June  5,  1864,  under  the  laws  of  Spain 
and  was  on  October  7,  1910,  admitted  to  transact  the  business  of 
fire  insurance  in  this  State.  The  United  States  branch  confines 
itself  entirely  to  the  transaction  of  a  reinsurance  business.  It  is 
authorized  to  carry  on  the  business  of  fire  insurance  in  nineteen 
(19)  States  of  the  United  States  and  has  a  net  annual  premium 
income  of  upward  of  $1,000,000. 

Statutory  Deposits 

Included  in  the  list  of  securities  owned  as  set  forth  in  schedule 
“A,”  the  company  has  on  deposit  with  the  insurance  departments 
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of  Ohio  and  New  York  the  following  bonds  for  the  protection  of 
its  policyholders  residing  in  the  United  States: 


State  Description  Par  value  Market  value 

Ohio  City  of  Toledo,  4%,  1940 .  $30,000  00  $30,900  00 

City  of  Cincinnati,  Ohio,  4%,  I960..  30,000  00  30,900  00 

City  of  Cleveland,  Ohio,  4%,  1920..  40,000  00  40,400  00 

New  York  City  of  New  York,  4^4%,  1960 .  200,000  00  200,000  00 


Satisfactory  documentary  evidence  was  obtained  covering  the 
above  mentioned  deposits. 

To  conform  with  the  statutory  requirements  of  various  States, 
the  company  has  filed  with  fiscal  officers  of  such  States  surety 
bonds  as  follows: 


State 

Texas  . 

North  Carolina 
Louisiana  .  .  . 


Amount  of  bond 
$10,000  00 
10,000  00 
20,000  00 


Remittances  to  and  from  Home  Office 


The  following  statement  shows  all  moneys  received  from  or  re¬ 
mitted  to  the  home  office  of  the  company  by  the  United  States 
branch  from  November,  1910,  to  February  28,  1913,  the  date  of 
this  examination : 


Year 

1910 . 

1912  . 

1913  (to  February  28) 


Received  from  Remitted  to 

home  office  home  office 

$5,000  00  . 

.  $100,000  00 

.  5,000  00 


Totals  . 


$5,000  00  $105,000  00 


UNION  ASSURANCE  SOCIETY 
London,  England 

Examination  as  of  February  13,  1913,  on  release  of  deposit 
securities  held  by  the  Superintendent  of  Insurance. 

Report  dated  March  19,  1913. 

Examiner :  Isaac  Fuld. 

All  obligations  of  the  company  on  account  of  policies  of  insur¬ 
ance  issued  through  its  United  States  branch  have  been  extin¬ 
guished. 
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TTKION  ASSURANCE  SOCIETY,  LIMITED 

London,  England 

Examination  of  condition  of  the  United  States  branch  as  of 
January  31,  1913. 

Report  dated  March  24,  1913. 

Examiner:  Isaac  Fuld. 


Ledger  Assets 

Book  value  of  bonds .  $891,680  26 

Cash  in  banks .  43,227  83 

Agents’  balances  representing  business  written  subsequent  to 

October  31,  1912 .  79,574  03 

Agents’  balances  representing  business  written  prior  to  Novem¬ 
ber  1,  1912  .  3,430  50 

Due  for  reinsurance  on  paid  losses .  15  90 


Total  ledger  assets .  $1,017,928  52 

'Non-Ledger  Assets 

Interest  accrued  on  bonds .  8,173  75 

Interest  accrued  on  bank  deposits .  76  59 


Aggregate  assets  .  $1,026,178  86 

Deduct  Assets  Not  Admitted 

Agents’  balances  representing  business  written 

prior  to  November  1,  1912 .  $3,430  50 

Book  value  of  bonds  over  market  value .  49,830  26 

-  53,260  76 

Total  admitted  assets  .  $972,918  10 


Liabilities 

Unpaid  losses  .  $29,315  07 

Unearned  premiums: 

On  one  year  risks .  $184,478  40 

On  term  risks  .  144,423  35 


Total  unearned  premiums .  328,901  75 

Return  premiums  .  643  23 

Reinsurance  premiums  .  4,064  49 

Sundry  unpaid  bills .  431  95 

Taxes  on  premiums  accrued  (estimated) .  10,000  00 

Due  Canadian  Bank  of  Commerce .  1,795  43 


Total  liabilities  except  deposit  capital 


$375,151  92 
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Minimum  deposit  capital .  $200,000  00 

Surplus .  397,766  18 


Surplus  to  policyholders .  $597,766  18 

Total  liabilities  . . . .  $972,918  10 


Capital  Statement 

The  financial  condition  of  the  United  States  branch  of  the 
company,  under  the  requirements  of  section  27  of  the  Insurance 
Law  of  the  State  of  New  York,  on  January  31,  1913,  as  ascer¬ 
tained  by  this  examination,  was  as  follows: 


Assets 

Market  value  of  bonds  held  by  United  States  trustees  or  de¬ 
posited  with  the  Insurance  Department  of  this  State .  $841,850  00 


Total  gross  assets  in  the  United  States  deposited  with  Insur¬ 
ance  Department  and  trustees . . .  $841,850  00 


Liabilities 

Unpaid  losses  .  $29,315  07 

Unearned  premiums  .  328,901  75 

Return  premiums  .  643  23 

Reinsurance  premiums .  4,064  49 

Taxes  on  premiums  accrued  (estimated) .  10,000  00 

Sundry  unpaid  bills . . - .  431  95 

Due  Canadian  Bank  of  Commerce .  1,795  43 


Total  liabilities  in  the  United  States . .  $375,151  92 

Capital  under  section  27  of  the  Insurance  Law .  466,698  08 


Total  (being  the  gross  assets  reported  above) .  $841,850  00 


URBAINE  FIRE  INSURANCE  COMPANY 

Paris,  France 

Examination  on  admission. 

Report  dated  February  17,  1913. 

Examiner:  Charles  II.  Gardner. 
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Capital  Statement  as  of  February  10,  1913 

Total  assets  .  $510,435  57 

Total  liabilities  .  86,269  31 


Capital  under  section  27  of  the  Insurance  Law 


$424,166  26 


Examination  on  condition  of  the  United  States  branch  as  of 
February  28,  1913. 

Report  dated  April  24,  1913. 

Examiner:  Charles  H.  Gardner. 

Assets 


Book  value  of  bonds .  $509,617  21 

Cash  in  bank .  3,799  92 

Agents’  balances  within  90  days .  789  23 


Ledger  assets  .  $514,206  36 

Deduct  assets  not  admitted: 

Book  value  of  bonds  over  market  value .  247  91 


Total  admitted  assets 


$513,958  45 


Liabilities 

Unpaid  losses  .  $20,281  23 

Unearned  premiums,  one  year  risks .  $42,774  32 

Unearned  premiums,  term  risks .  32,191  08 

Total  unearned  premiums .  74,965  40 

Liabilities  except  deposit  capital .  $95,246  63 

Deposit  capital  .  $200,000  00 

Surplus,  over  all  liabilities .  218,711  82 

Surplus  to  policyholders .  418,711  82 

Total  liabilities  .  $513,958  45 


The  financial  condition  of  the  United  States  branch  of  the  com¬ 
pany,  on  a  capital  statement  basis,  on  February  28,  1913,  as  as¬ 
certained  by  this  examination,  was  as  follows: 


Reports  on  Official  Examination 


515 


Assets 

Market  value  of  securities  on  deposit  with  the  Insurance  De¬ 
partment  of  this  State  and  those  held  by  United  States 
trustee .  $509,369  30 


Total  gross  assets  in  the  United  States  deposited  with  Insur¬ 
ance  Departments  and  trustees . .  $509,369  30 


Liabilities 

Unpaid  losses  .  $20,281  23 

Unearned  premiums  .  74,965  40 


Total  liabilities  in  United  States .  $95,246  63 

Capital  under  section  27  of  the  Insurance  Law .  414,122  67 


Total,  being  the  gross  assets  reported  above .  $509,369  30 


The  United  States  branch  of  L’Urbaine  Fire  Insurance  Com¬ 
pany  was  recently  admitted  to  transact  the  business  of  fire  insur¬ 
ance  in  this  state.  A  capital  statement  submitted  by  the  company 
on.  its  application  for  admission  was  verified  by  this  department 
in  a  report  now  on  file  and  dated  February  17,  1913. 

The  present  examination  was  conducted  on  behalf  of  the  com¬ 
pany,  and  at  the  request  of  the  Hon.  H.  L.  Ekern,  Commissioner 
of  Insurance  of  the  State  of  Wisconsin,  on  the  company’s  applica¬ 
tion  to  transact  business  in  said  state. 


. 
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ATLANTIC  MUTUAL  INSURANCE  COMPANY  . 

New  York,  N.  Y. 

Examination  for  verificatioti  of  assets  as  of  December  31,  1912. 
Report  dated  January  31,  1913. 

Examiner :  Charles  H.  Gardner. 

The  following  list  sets  forth  the  admitted  assets  of  the  company 
on  said  date: 

Assets. 


Book  value  of  real  estate .  $4,374,426  04 

Book  value  of  bonds .  3,723,707  11 

Book  value  of  stocks .  2,525,822  32 

Cash  in  bank  on  interest .  994,882  29 

Certificates  of  deposit .  900,000  00 

Bills  receivable  (prem.  notes) .  1,208,069  85 

Funds  in  hands  of  foreign  bankers .  298,641  20 

Over  due  notes  .  4,283  07 

Certificates  of  profits  owned  by  company .  2,810  00 


Total  ledger  assets .  $14,032,641  88 


N  on-ledger  Assets. 


Interest  accrued  on  bonds .  $40,804  99 

Rents  due  and  accrued .  26,696  99 


Total . . .  67,501  98 

Market  value  of  real  estate  over  book  value .  514,273  96 

Market  value  of  bonds  and  stocks  over  book  value .  1,293,329  81 


Gross  assets  .  $15,907,747  63 


Deduct  Assets  Not  Admitted. 

Overdue  notes  .  $4,283  07 

Certificates  of  profits  owned  by  company .  2,810  00 

-  7,093  07 


Total  admitted  assets  .  $15,900,654  56 


The  total  admitted  assets  as  set  forth  in  this  report  agree  with 
the  company’s  assets  as  reported  in  its  annual  statement  to  this 
department  December  31,  1912.  The  several  items  comprising 
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the  ledger  assets  were  found  to  be  in  accordance  with  the  com¬ 
pany’s  books,  and  such  additional  assets  as  were  necessary  to  com¬ 
plete  this  report  were  verified  in  the  usual  manner. 

1ST o  verification  was  made  of  the  asset  item,  “  bills  receivable 
$1,208,069.85.”  For  the  purpose  of  this  report,  it  seemed  un¬ 
necessary  to  verify  in  detail  such  item,  as  a  thorough  examination 
was  made  by  this  department  in  1911,  regarding  the  method  em¬ 
ployed  by  the  company  in  treating  this  asset. 

The  following  extract  relating  to  said  asset  item  is  quoted  from 
the  report  on  the  examination  above  referred  to: 

“  The  company  in  its  annual  statement  carries  as  an  asset  under  the  head¬ 
ing  of  ‘  Bills  receivable/  premium  notes  and  memoranda  amounting  to  the 
sum  of  $1,134,448.70.  Of  such  sum,  $418,427.53  represents  notes  actually  exe¬ 
cuted  by  the  assured,  the  balance,  $716,021.17  being  comprised  merely  of  mem¬ 
oranda  unexecuted  by  the  assured,  but  prepared  by  the  company  and  assumed 
to  represent  the  amount  of  premium  necessary  to  cover  the  risks  of  the  as¬ 
sured  for  an  indefinite  period  of  time.  As  insurance  is  taken  out  and  the 
premium  therefor  paid,  the  notes  and  memoranda  are  correspondingly  re¬ 
duced  by  the  amount  of  the  cash  payments. 

When  any  insurance  is  effected  without  the  premium  being  paid  in  cash,  the 
amount  thereof  is  recorded,  and  at  the  end  of  the  year,  the  unused  portion  of 
the  premium  notes  and  memoranda  is  carried  by  the  company  as  a  liability  in 
its  unearned  premiums.  This  liability  on  December  31,  1910,  amounted  to 
the  sum  of  $152,949.67.” 

It  will  readily  be  seen  from  the  above  that  both  the  premium  in¬ 
come  and  the  asset  item  are  increased  by  the  unused  portion  of  the 
premium  notes,  but  the  company’s  surplus  is  not  affected  thereby, 
as  the  unused  portion  of  said  notes  is  carried  as  a  liability.  To 
ascertain  the  correct  amount  representing  the  unused  portion,  a 
complete  examination  of  the  premium  note  account  would  be 
necessary,  but  it  is  not  believed  that  the  result  obtained  therefrom 
would  materially  affect  the  figures  as  above  stated. 

In  view  of  this  explanation,  no  deduction  has  been  made  in 
this  report  representing  the  amount  of  the  unused  portion  of  the 
premium  note  from  the  total  admitted  assets,  as  reported  by  the 
company  in  its  annual  statement  to  this  department  December  31, 
1912. 
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THE  GENERAL  MARINE  INSURANCE  COMPANY 

Dresden,  Germany 

Examination  on  condition  of  the  United  States  branch  as  of 
September  30,  1912. 

Report  dated  November  8,  1912. 

Examiner:  Charles  H.  Gardner. 


Assets. 

Book  value  of  bonds .  $224,587  50 

Cash  in  bank  .  116,440  86 

Uncollected  premiums  due  subsequent  to  July  1,  1912 .  15,011  36 

Uncollected  premiums  due  prior  to  July  1,  1912 .  4,102  61 

Premium  notes  .  451  01 


Ledger  assets  .  $360,593  34 


Non-ledger  Assets. 

Accrued  interest  .  $3,645  83 

Reinsurance  due  on  paid  losses .  794  70 

-  4,440  53 


Gross  assets  .  $365,033  87 


Deduct  Assets  Not  Admitted. 

Uncollected  premiums  due  prior  to  July  1,  1912  $4,102  61 

Premium  notes  overdue .  451  01 

Book  value  of  bonds  over  market  value .  12,087  50 

-  16,641  12 


Total  admitted  assets 


$348,392  75 


Liabilities . 

Unpaid  losses  . 

Unearned  premiums  . 

Taxes  due  or  accrued . 

Commissions  and  brokerage  due  or  accrued . . 

Expense  bills  . 

Reinsurance  premiums  due . 

Due  Sea  Ins.  Co.  (cotton  a/c) . 

Due  Federal  Ins.  Co.  (amount  overpaid) 

Total  liabilities  . . . 

Deposit  capital  . . . 

Surplus . 


.  $30,665  60 

.  9,323  71 

.  1,500  00 

.  1,675  44 

100  00 

.  2,369  25 

.  4,964  81 

.  20  04 

.  $50,618  85 

$200,000  00 
97,773  90 

-  297,773  90 

.  $348,392  75 


Total 
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A  previous  examination  of  the  General  Marine  Insurance  Com¬ 
pany  was  made  under  date  of  March  31,  1910.  As  a  result  of 
such  examination  the  company’s  deposit  capital  in  the  United 
States  of  $200,000  was  found  to  he  impaired  in  the  sum  of  $107, 
309.07.  This  impairment  in  capital  was  made  good  by  the  home 
office  of  the  company  remitting  the  sum  of  $110,000.  Through  a 
misapprehension  on  the  part  of  the  company’s  United  States  mana¬ 
gers  securities  representing  said  remittance  were  deposited  with 
the  Insurance  Department  at  Albany.  Subsequently  the  company 
learned  that  in  accordance  with  the  provisions  of  the  statute  it 
was  not  necessary  to  make  a  permanent  deposit  with  the  Insurance 
Department  to  cover  said  impairment.  The  'Superintendent  of 
Insurance  therefore  released  said  securities  and  the  company  in 
turn  agreed  to  increase  the  permanent  deposit  at  Albany  in  the 
sum  of  $20,000  and  to  deposit  the  remaining  $90,000  with  the 
bankers,  W.  &  J.  Seligman  and  Company  of  Yew  York,  as  a 
special  deposit.  This  fund  of  $90,000'  was  to  he  held  by  said 
bankers  in  the  name  of  said  company  until  such  time  as  it  should 
appear  that  the  company  possessed  an  unimpaired  capital  of 
$200,000.  There  is  on  file  in  the  Insurance  Department  at 
Albany  a  document  containing  the  resolution  passed  by  the  di¬ 
rectors  of  the  company  at  the  home  office  in  Dresden,  Germany,  in 
regard  to  the  aforementioned  impairment  and  subsequent  agree¬ 
ment. 

The  company  through  its  bankers,  W.  &  J.  Seligman  and  Co., 
under  date  of  August  12,  1912,  made  a  formal  request  to  the 
Superintendent  of  Insurance  for  the  withdrawal  of  the  special  de¬ 
posit,  stating  that  the  company  had  complied  with  the  terms  of  the 
aforementioned  agreement.  It  was,  therefore,  deemed  advisable 
to  make  an  examination  of  the  affairs  of  the  company,  to  ascertain 
its  financial  condition.  The  examination  was  made  as  of  Septem¬ 
ber  30,  1912,  and  as  a  result  it  was  found  that  the  company  pos¬ 
sessed  a  surplus  of  $97,773.90  as  set  forth  in  the  foregoing 
financial  statement,  said  surplus  being  in  excess  of  the  deposit 
capital  of  $200,000.  The  special  deposit  in  the  hands  of  bankers 
now  amounts  to  $92,942.38  and  when  withdrawn  will  result  in  re¬ 
ducing  the  surplus  of  the  company’s  United  States  branch  to  $4,- 
831.52.  It  is  evident  that  if  the  company  is  to  continue  writing 
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business  through  its  United  States  branch,  a  much  larger  surplus 
should  be  maintained  although  it  has  materially  reduced  its  busi¬ 
ness  of  late.  The  current  writings,  however,  as  disclosed  by  this 
examination  are  of  such  volume  that  a  surplus  of  only  $4,831.52 
would  seem  to  be  insufficient  to  provide  for  the  probable  future 
losses  and  expenses. 


MANNHEIM  INSURANCE  COMPANY,  LIMITED 

Mannheim,  Germany 

Examination  on  condition  of  the  United  States  branch  as  of 
May  31,  1912. 

Report  dated  September  17,  1912. 

Examiner :  Charles  EL.  Gardner. 


Assets. 

Book  value  of  bonds .  $607,741  39 

Cash  in  bank  .  31,394  35 

Agents’  balances  on  business  written  subsequent  to  March  1, 

1912 .  214,018  76 

Agents’  balances  on  business  written  prior  to  March  1,  1912.  2,886  59 

Uncollected  premiums  on  business  written  subsequent  to 

March  1,  1912  .  110,002  28 

Uncollected  premiums  on  business  written  prior  to  March  1, 

1912  .  31,712  88 

Bills  receivable  taken  for  marine  risks .  7,334  79 

Total  ledger  assets  .  $1,005,091  04 


A  on-ledger  Assets. 

Interest  accrued  on  bonds .  $4,625  00 

Reinsurance  due  on  losses  paid .  49,475  77 

Salvage  received  on  losses  paid  prior  to  May- 

31,  1912  .  10,302  14 

-  64,402  91 

Gross  assets  .  $1,069,493  95 


Deduct  Assets  Not  Admitted. 
Agents’  balances  on  business  written  prior  to 


March  1,  1912 .  $2,886  59 

Uncollected  premiums  on  business  written  prior 

to  March  1,  1912  .  31,712  88 

Bills  receivable,  taken  for  marine  risks  overdue.  2,171  46 
Book  value  of  bonds  over  market  value .  41,991  39 


78,762  32 


$990,731  63 


Total  admitted  assets 


524 


Reports  on  Official  Examination 


Liabilities. 

Unpaid  losses  .  $269,027  55 

Losses  due  reinsurance  companies .  26,375  19 


Total  amount  of  unpaid  losses .  $295,402  74 

Unearned  premiums  on  time  risks  running  over 

a  year,  $18,366.20  pro  rata .  $11,007  60 

LTnearned  premiums  on  time  risks  running  one 

year,  $659,351.71  at  50% .  329,675  85 

Unearned  premiums  on  trip  risks  at  100%,....  35,433  82 


Total  amount  of  unearned  premiums .  376,117  27 

Expenses  and  bills  due  or  accrued .  1,494  28 

State  taxes  on  premiums  due  or  accrued  (estimated) .  25,000  00 

Commissions  and  brokerage  unpaid .  12,996  93 

Reinsurance  premiums  unpaid .  131,653  63 

Return  premiums  unpaid .  1,119  08 


Total  amount  of  all  liabilities  except  capital .  $843,783  93 

Surplus  to  policyholders  .  146,947  70 

Total  liabilities  .  $990,731  63 


The  Mannheim  Insurance  Company,  Limited,  of  Mannheim, 
Germany,  was  admitted  to  transact  business  in  the  State  of  Hew 
York,  through  its  United  States  branch,  on  February  4,  1887. 
Messrs.  F.  Flermann  &  Co.  are  its  United  'States  managers  located 
at  37  Wall  street,  Hew  York.  Associated  with  this  company,  and 
forming  a  combination  operating  under  the  same  management  are 
the  Union  Marine  Insurance  Company,  Limited,  of  Liverpool, 
England,  Columbia  Insurance  Company  of  Jersey  City,  H.  J., 
and  the  Fireman’s  Fund  Insurance  Company  (Atlantic  Marine 
Department),  of  San  Francisco,  California. 

The  company  had  on  deposit  at  the  date  of  this  examination, 
securities  in  the  sum  of  $350,000  par  value  with  the  Insurance 
Department  of  Hew  York  State,  and  $100,000  par  value  with 
the  Ohio  Insurance  Department.  There  are  in  addition  to  the 
above  deposits  securities  representing  a  par  value  of  $175,000  in 
the  possession  of  its  United  States  managers.  Certificates  were 
obtained  under  date  of  May  31,  1912,  in  verification  of  the  Hew 
York  and  Ohio  deposits.  Those  securities  held  by  the  manage¬ 
ment  were  verified  by  a  personal  count. 
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Impairment  of  Capital 

The  financial  condition  of  the  company  as  set  forth  in  the  fore¬ 
going  statement  shows  an  unsatisfactory  condition  of  affairs.  The 
surplus  to  policyholders  is  reported  in  the  sum  of  $146,947.70, 
and,  as  $200,000  is  the  minimum  capital  required  by  law  there  is 
a  deficiency  of  $53,052.30,  or  in  effect  an  impairment  of  capital 
in  such  amount. 

Examination  to  verify  the  manner  in  which  the  impairment  in 
the  capital  was  eliminated. 

Report  dated  December  11,  1912. 

Examiner :  Charles  II.  Gardner. 

This  examination  under  date  of  November  25,  1912,  disclosed 
the  fact  that  the  company  had  made  good  the  impairment  through 
net  income  accretions  over  and  above  incurred  obligations,  and  had 
used  a  portion  of  such  moneys  in  the  purchase  of  additional  securi¬ 
ties,  no  funds  being  received  from  the  home  office  for  such  purpose. 

The  records  show  that  the  cash  balance  held  bv  the  United 
States  branch  on  October  31,  1912,  was  approximately  $120,000, 
and  instead  of  remitting  a  portion  of  said  balance  to  the  home 
office,  securities  were  purchased  during  the  month  of  November, 
representing  a  face  value  of  $55,000  and  a  market  value  on  No¬ 
vember  25,  1912,  including  accrued  interest,  of  $54,310.76  as 


shown  by  the  following: 

Par 

Market 

Securities  purchased 

value 

value 

Chicago,  Burlington  &  Quincy  4s,  1922....*.... 

$25,000  00 

$24,750 

00 

Northern  Pacific  &  Great  Northern  Joint  Bonds 

C.  B.  Q.  Collateral  4s,  1921  . 

30,000  00 

28,800 

00 

Market  value  . 

$53,550 

00 

Accrued  interest  . 

760 

76 

$54,310  76 


Total 
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NORTH  CHINA  INSURANCE  COMPANY,  LIMITED  — 

UNITED  STATES  BRANCH 

Shanghai,  China 

Application  for  admission  to  transact  the  business  of  marine 
insurance. 

Financial  condition  as  of  October  31,  1912. 

Report  dated  November  11,  1912. 

Examiner :  Charles  H.  Gardner. 


Assets. 

Book  value  of  bonds .  $220,000  00 

Cash  in  office  (San  Francisco) .  2,045  46 

Agents’  balances  representing  business  written  subsequent  to 

July  1,  1912  .  4,091  98 

Total  ledger  assets  .  $226,137  44 


Liabilities. 


Unpaid  losses  .  $4,442  68 

Unearned  premiums  .  3,900  51 

Commissions  and  brokerage  due .  182  11 

Reinsurance  premiums  due  .  60  00 

Total  liabilities  . 

Deposit  capital  .  $200,000  00 

Surplus  .  17,552  14 

Surplus  to  policyholders . 


$8,585  30 


217,552  14 


Total  liabilities 


$226,137  44 


The  figures  entering  into  the  financial  statement  as  set  forth 
above,  with  the  exception  of  the  company’s  statutory  deposit  of 
$220,000,  represent  the  transactions  of  the  company  incident  to 
its  writings  on  the  Pacific  coast.  Messrs.  Wilcox,  Peck  and 
Hughes,  of  New  York  are  the  United  States  managers,  and  in  sub¬ 
mitting  the  financial  statement,  said  managers  depended  entirely 
on  a  sworn  statement  furnished  by  Balfour,  Guthrie  and  Company, 
the  company’s  agents  for  the  states  of  California  and  Washington. 

On  October  31,  1912,  the  company  had  on  deposit  with  the  In¬ 
surance  Department  of  this  State  securities  of  a  face  value  of 
$220,000  consisting  of  corporate  stock  of  the  city  of  New  York 
held  by  the  superintendent  of  insurance  in  trust  for  the  policy¬ 
holders  of  the  company  in  the  United  States. 
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UNION  MARINE  INSURANCE  COMPANY,  LIMITED 

Liverpool,  England 

Examination  on  condition  of  the  United  States  branch  as  of 
May  31,  1912. 

Report  dated  September  17,  1912 
Examiner:  Charles  H.  Gardner. 


Assets. 

Book  value  of  bonds .  $571,956  97 

Cash  on  deposit  with  Treasurer  of  Commonwealth  of  Massa¬ 
chusetts  trust  funds  .  445  35 

Cash  in  banks  .  34,422  56 

Cash  in  banks,  San  Francisco  Department .  5,398  45 

Agents’  balances  on  business  written  subsequent  to  March  1, 

1912  .  102,712  19 

Agents’  balances  on  business  written  subsequent  to  March  1, 

1912  —  San  Francisco  Department .  622  33 

Agents’  balances  on  business  written  prior  to  March  1,  1912..  6,419  86 

Agents’  balances  on  business  written  prior  to  March  1,  1912 

—  San  Francisco  Department .  1,080  00 

Uncollected  premiums  on  business  written  subsequent  to 

March  1,  1912  .  104,890  46 

Uncollected  premiums  on  business  written  prior  to  March  1, 

1912  .  41,543  79 

Bills  receivable  taken  for  marine  risks .  2,280  15 


Total  ledger  assets 


$871,772  11 


N on-ledger  Assets. 

Interest  accrued  on  bonds .  $4,676  46 

Reinsurance  due  on  losses  paid .  26,092  91 

Return  premiums  due  from  reinsurance  com¬ 
panies  .  144  32 

Salvage  received  on  losses  paid  prior  to  May 

31,  1912  .  9,633  11 


40,546  80 


Gross  assets  .  $912,318  91 

Deduct  Assets  Not  Admitted. 

Agents’  balances  on  business  written  prior  to 

March  1,  1912  .  $6,419  86 

Agents’  balances  on  business  written  prior  to 
March  1,  1912  —  San  Francisco  Department...  1,080  00 
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Uncollected  premiums  on  business  written  prior 


to  March  1,  1912 .  $41,543  79 

Bills  receivable,  taken  for  marine  risks  overdue.  435  15 

Book  value  of  bonds  over  market  value .  24,791  97 

-  $74,270  77 


Total  admitted  assets  .  $838,048  14 


Liabilities. 

Unpaid  losses  .  $187,501  39 

Unpaid  losses  —  San  Francisco  Department .  28,706  97 

Losses  due  reinsurance  companies .  26,736  08 


Total  unpaid  losses  . 

Unearned  premiums  on  risks  of  more  than  one 


year,  $1,560.08  pro  rata .  $555  42 

Unearned  premiums  on  risks  of  one  year, 

$265,294.32  at  50% .  132,647  16 

Unearned  premiums  on  risks  of  one  year,  San 

Francisco  Department,  $21,414.99  at  50%....  10,707  50 

Unearned  premiums  on  trip  risks  at  100% .  27,955  62 

Unearned  premiums  on  trip  risks  at  100%  — 

San  Francisco  Department  .  2,191  17 


$242,944  44 


Total  unearned  premiums  .  174,056  87 

Expenses  and  bills  due  or  accrued .  1,307  49 

State  taxes  on  premiums  due  or  accrued  (estimated) .  20,000  00 

Commissions  and  brokerage  due .  8,477  34 

Commissions  and  brokerage  due  —  San  Francisco  Depart¬ 
ment  .  165  55 

Reinsurance  premiums  unpaid  .  125,088  29 

Return  premiums  unpaid  .  4,513  39 


Total  amount  of  all  liabilities  except  capital .  $576,553  37 

Deposit  capital  .  $200,000  00 

Surplus  over  all  liabilities .  61,494  77 


Surplus  as  regards  policyholders .  261,494,77 

Total  liabilities .  $838,048  14 


The  Union  Marine  Insurance  Company,  Limited,  of  Liverpool, 
England,  was  admitted  to  transact  business  in  the  State  of  Yew 
York  through  its  United  States  branch  on  October  14,  1880.  At 
the  same  time  the  company  entered  the  State  of  Massachusetts. 
In  compliance  with  the  laws  of  said  state,  trustees  were  duly 
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appointed,  and  a  deed  of  trust  is  on  file  with  the  Insurance 
Commissioner  of  Massachusetts.  Messrs.  George  F.  Crane  and 
T.  Suffern  Tailer  of  the  city  of  Hew  York  are  the  present 
trustees  under  the  provisions  of  said  trust  deed. 

Messrs.  Jones  &  Whitlock  were  the  United  States  managers 
until  July  1,  1904,  and  Franz  Hermann  from  said  date  until 
July  1,  1910,  when  the  management  was  transferred  to  the  present 
firm  of  F.  Hermann  &  Co.,  located  at  37  Wall  street,  Hew  York. 

Associated  with  this  company  and  forming  a  combination 
operating  under  the  same  management  are  the  Mannheim  Insur¬ 
ance  Company,  Limited,  of  Mannheim,  Germany,  Columbia  In¬ 
surance  Company  of  Jersey  City,  H.  J.,  and  the  Firemen’s  Fund 
Insurance  Company  (Atlantic  Marine  Department)  of  San  Fran¬ 
cisco,  California. 

The  Union  Marine  Insurance  Company,  Limited,  through  stock 
ownership  controls  the  Columbia  Insurance  Company  of  Jersey 
City,  H.  J.  Mr.  George  F.  Crane,  one  of  the  United  States  trus¬ 
tees  of  the  Union  is  also  president  of  the  Columbia  Insurance 
Company. 

The  net  result  of  this  examination  in  so  far  as  the  financial  state¬ 
ment  is  concerned,  shows  the  company  possessed  of  a  surplus 
above  its  capital  requirements  in  the  sum  of  $61,494.77. 

The  company  maintains  a  separate  department  at  San  Fran¬ 
cisco,  Cal.,  reporting  its  transactions  direct  to  the  home  office  at 
Liverpool,  England.  Statements  showing  the  financial  condition 
of  this  department  are  submitted  to  its  United  States  branch 
managers,  who  in  turn  include  the  figures  in  their  annual  state¬ 
ments  to  this  department.  For  the  purpose  of  this  examination  a 
sworn  statement  was  obtained  from  the  manager  of  the  San  Fran¬ 
cisco  Department,  showing  the  financial  condition  of  said  depart¬ 
ment  on  May  31,  1912.  The  figures  thus  obtained  have  been 
entered  in  detail  in  the  financial  statement  as  above  set  forth. 

The  Union  Marine  Insurance  Company,  Limited,  of  Liverpool, 
England,  had  on  deposit  in  the  United  States  at  the  date  of  this 
examination  securities  in  the  sum  of  $575,500  par  value.  Of  this 
amount  $217,000  was  deposited  with  the  Hew  York  State  Insur¬ 
ance  Department,  $100,000  with  the  Ohio  Insurance  Department 
and  $100,000  with  the  Treasury  Department  of  the  State  of  Massa- 
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chusetts.  There  is  also  a  deposit  in  cash  in  the  sum  of  $445.35 
with  the  Massachusetts  Department.  These  deposits  are  held  for 
the  security  of  all  policyholders  in  the  United  States.  Included 
in  the  above  mentioned  total  deposits,  securities  in  the  sum  of 
$10,000  par  value  are  held  by  the  Insurance  Department  of  the 
State  of  Georgia  in  trust  solely  for  the  benefit  of  the  policyholders 
in  said  State.  The  remaining  $148,500  is  held  by  the  United 
States  trustees.  Certificates  were  obtained  from  the  various  State 
Departments  under  date  of  May  31,  1912,  in  verification  of  the 
above  mentioned  deposits.  Those  securities  held  by  the  United 
States  trustees  were  verified  by  a  personal  count. 


Co-operative  Fire  Insurance  Corporations 
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THE  BROOME  COUNTY  FARMERS’  FIRE  RELIEF 

ASSOCIATION 


Nineveh,  N.  Y. 

Examination  on  condition  as  of  August  1,  1912. 

Report  dated  August  13,  1912. 

Examiner:  J.  H.  Middleton. 

This  company  appears  to  have  been  organized  in  December, 
1886,  as  a  co-operative  fire  insurance  company.  Its  certificate  of 
incorporation  sets  forth  its  intention  to  transact  business  in  the 
county  of  Broome,  and  no  extension  beyond  such  territory  has 
ever  been  made. 

On  December  27,  1910,  the  Department  issued  to  it  a  certifi¬ 
cate  authorizing  it  to  continue  business  as  a  county  assessment 
co-operative  fire  insurance  corporation  in  the  territory  named 
above. 

No  previous  examination  of  the  company  has  been  made  by  this 
Department. 

The  assets  and  liabilities  of  the  corporation  on  August  1,  1912, 


were  as  follows : 

Assets 

Cash  in  hands  of  secretary .  $50  38 


Total  assets  . . .  $50  38 


Liabilities 

Unpaid  losses  .  $18  00 

Due  treasurer  .  439  52 

Fees  of  directors  and  officers .  300  00 


Total  liabilities  . . . . . .  $757  52 


Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  three  years. 
The  company  insures  farm  property,  schoolhouses  and  cream¬ 
eries.  No  classification  is  made,  each  policyholder  paying  the 
same  rate  of  assessment. 
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The  company  has  30  directors,  whose  duty  it  is  to  take  ap¬ 
plications,  inspect  risks,  collect  premiums  and  assessments,  and 
adjust  losses.  Eor  taking  applications,  the  director  receives  $1 
per  application. 

Small  losses  are  adjusted  by  the  local  director,  but  in  case  of 
large  losses  he  is  assisted  by  the  officers  and  some  directors. 

Money  is  paid  out  by  the  treasurer  by  check. 

The  secretary  states  that  the  largest  amount  insured  in  any 
one  risk  is  $7,000. 

The  executive  committee  audits  accounts  of  the  company. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre¬ 
tary  keeps  a  policy  register,  minutes  of  the  meetings  of  the 
members  and  of  the  board  of  directors  and  executive  committee 
and  all  applications. 

Assessments 

Assessments  are  usually  levied  annually  in  October.  The 
amount  of  the  assessment  is  usually  based  on  the  amount  of 
losses  which  have  been  sustained  but  is  estimated  to  pay  future 
losses  until  about  January  1st  following.  Assessments  are  paid 
to  the  local  director  and  by  him  transmitted  to  the  secretary. 
Rew  members  are  assessed  only  their  pro  rata  share  of  losses 
which  occur  while  they  are  policyholders. 

Insurance  in  Force 

On  December  31,  1911,  there  were  1,076  policies  and  $1,870,- 
910  of  insurance  in  force. 

Advance  Payment. 

The  company  charges  in  advance  a  policy  fee  of  $1  on  all 
policies.  In  addition  to  this  amount  it  charges  a  percentage  of 
five  cents  on  each  $100  of  insurance. 

Bonds 

The  treasurer  has  given  a  personal  bond  in  the  sum  of  $3,000. 
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Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as 
follows : 

President  —  S.  A.  Holcomb,  Tunnel,  X.  Y. 

Vice-President  —  X.  D.  Burrows,  Deposit,  N.  Y. 

Secretary  — A.  Bryce,  McClure  Settlement,  N.  Y. 

Assistant-Secretary  — V.  X.  Cass,  R.  D.  1,  Xineveh,  X.  Y. 

Treasurer  —  C.  A.  Wheaton,  Deposit,  X.  Y.,  $10  per  annum. 


In  lien  of  a  salary  the  officers  receive  $2  per  day  while  em¬ 
ployed  by  the  company. 

The  executive  committee  is  composed  of  three  directors. 

The  principal  office  of  the  corporation  is  at  the  home  of  the 
assistant  secretary  at  Vallonia  Springs,  N.  Y. 


THE  BRUNSWICK  INSURANCE  COMPANY 
Clum’s  Corners,  N.  Y. 

Examination  on  condition  as  of  October  10,  1912. 

Report  dated  October  24,  1912. 

Examiner:  J.  H.  Middleton. 

This  company  appears  to  have  been  organized  in  June,  1858, 
as  a  co-operative  fire  insurance  corporation.  Its  certificate  of  in¬ 
corporation  sets  forth  its  intention  to  transact  business  in  the 
town  of  Brunswick,  county  of  Rensselaer.  In  January,  1911,  the 
company  filed  a  certificate  setting  forth  its  intention  to  extend 
its  territory  to  all  the  towns  of  Rensselaer  county. 

On  December  27,  1910,  the  Department  issued  to  it  a  certifi¬ 
cate  authorizing  it  to  continue  business  as  a  town  assessment  co¬ 
operative  fire  insurance  corporation  in  the  territory  named  above. 
No  previous  examination  of  the  company  has  been  made  by  this 
Department. 

The  assets  and  liabilities  of  the  company  on  October  10,  1912, 
were  as  follows: 
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Assets 

Cash  in  hands  of  secretary .  $92  93 

•> 

Cash  in  hank  .  355  39 


Total  assets  .  $448  32 


Liabilities 

Unpaid  losses  .  $2,793  25 


Total  liabilities  . . .  $2,793  25 


Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property,  schoolhouses,  dwellings, 
churches,  mercantile  and  manufacturing  risks.  Property  is 
divided  into  three  classes.  The  first  class  includes  buildings  over 
seventy  feet  from  other  buildings,  the  second  class  includes  prop¬ 
erty  over  forty  but  less  than  seventy  feet  from  other  buildings, 
and  the  third  class  includes  all  mercantile  and  manufacturing 
risks.  To  pay  losses  on  property  in  the  first  class  all  property  is 
assessed  at  the  same  rate,  but  to  pay  losses  on  property  in  the 
second  or  third  classes,  first  class  property  is  assessed  at  a  fiat  rate, 
second  class  property  one  and  one-half  times  the  first,  and  third 
class  property  twice  the  first. 

The  company  employs  an  agent,  whose  duty  it  is  to  take  ap¬ 
plications,  inspect  risks  and  collect  premiums.  Por  taking  ap¬ 
plications,  the  agent  receives  $1  per  application. 

All  applications  are  passed  on  by  a  committee  consisting  of  the 
president,  the  secretary  and  one  director. 

Losses  are  adjusted  by  the  board  of  directors  or  by  the  examin¬ 
ing  committee. 

Money  is  paid  out  by  check  signed  by  the  treasurer. 

The  secretary  states  that  the  company  has  insured  $8,200  on 
real  estate  and  $3,999  on  personal  property  that  could  be  classed 
as  one  hazard. 

The  president  appoints  a  committee  which  audits  the  accounts 
of  the  company  annually. 
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Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre¬ 
tary  keeps  a  policy  register,  minutes  of  the  meetings  of  the 
members  and  of  the  board  of  directors  and  all  applications. 

Assessments 

Assessments  are  levied  only  when  necessary  to  pay  losses. 

The  amount  of  the  assessment  is  based  on  the  amount  of  losses 
which  have  been  sustained,  but  sometimes  a  small  surplus  is 
raised,  and  sometimes  a  small  deficit  results.  Assessments  are 
paid  to  the  treasurer.  Xew  members  are  assessed  for  only  their 
pro  rata  share  of  losses  and  expenses  incurred  during  their  period 
of  membership. 

Insurance  in  Force 

On  December  31,  1911,  there  were  292  policies  and  $554,897 
of  insurance  in  force. 

Advance  Payment 

The  company  charges  in  advance  a  policy  fee  of  $1.50  on  all 
policies.  In  addition  to  this  amount  it  charges  a  percentage  of 
ten  cents  on  each  $100  of  insurance. 

Bonds 

The  treasurer  has  given  a  personal  bond  in  the  sum  of  $2,500. 

Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows : 

President,  Janies  B.  Cottrell,  Eagle  Mills,  X.  Y. 

Vice-President,  F.  C.  Collison,  R.  D.  3,  Troy,  X.  Y. 

Secretary,  H.  H.  Lohnes,  R.  D.  5,  Troy,  X.  Y. 

Treasurer,  I.  W.  Abbott,  R.'D.  I,  Troy,  X.  Y. 

In  lieu  of  a  salary  the  secretary  receives  fifty  cents  for  each 

«/«✓«/ 

policy  issued,  $10  for  making  out  assessments  and  $10  for  mak¬ 
ing  annual  statement. 

The  company  has  no  executive  committee. 

The  principal  office  of  the  corporation  is  at  the  residence  of  the 
secretary  at  Clum’s  Corners,  Y.  Y. 
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CANAAN  MUTUAL  FIRE  INSURANCE  COMPANY 

East  Chatham,  N.  Y. 

Examination  on  condition  as  of  July  25,  1912. 

Report  dated  August  10,  1912. 

Examiner:  J .  H.  Middleton. 

This  company  appears  to  have  been  organized  in  1870,  as  a 
voluntary  co-operative  fire  insurance  company.  In  March,  1889, 
it  appears  to  have  been  incorporated.  Its  certificate  of  incor¬ 
poration  sets  forth  its  intention  to  transact  business  in  the  town 
of  Canaan  in  Columbia  county,  and  no  extension  beyond  such 
territory  has  ever  been  made. 

On  December  27,  1910,  the  Department  issued  to  it  a  certifi¬ 
cate  authorizing  it  to  continue  business  as  a  town  co-operative 
fire  insurance  corporation  in  the  territory  named  above. 

No  previous  examination  of  the  company  has  been  made  by 
this  Department. 

The  assets  and  liabilities  of  the  company  on  July  25,  1912, 
were  as  follows : 

Assets 


Cash  in  hands  of  secretary  .  $25  68 

Total  assets  .  $25  68 


Liabilities 

None 

Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property  only.  No  classification  is 
made,  each  policyholder  paying  the  same  rate  of  assessment. 

The  duties  of  the  secretary  include  taking  applications,  in¬ 
specting  risks  and  collecting  premiums  and  assessments. 

Losses  are  adjusted  by  two  appraisers  who  are  appointed  from 
among  the  members  of  the  company. 

Money  is  paid  out  by  check. 

The  secretary  states  that  the  largest  amount  insured  in  any 
one  risk  is  $3,000. 


Reports  on  Official  Examination 


539 


Records 

In  accordance  with  the  requirements  of  the  by-laws  the  sec¬ 
retary  keeps  a  policy  register,  minutes  of  the  meetings  of  the 
board  of  directors  and  all  applications. 

In  addition  I  would  recommend  that  he  keep  a  cash  account 
which  will  show  all  sums  received  by  the  company  and  all  sums 
paid  out. 

Assessments 

Assessments  are  levied  only  when  necessary  to  pay  losses.  The 
amount  of  the  assessment  is  based  on  the  amount  of  losses  which 
have  been  sustained  and  is  sometimes  estimated  to  raise  a  small 
surplus  for  expenses.  Assessments  are  paid  to  the  secretary  or 
to  collectors  appointed  for  that  purpose.  Hew  members  are  as¬ 
sessed  for  only  their  proportion  of  losses  which  occur  during  the 
period  of  their  membership. 

Insurance  in  Force 

On  December  31,  1911,  there  were  fifty  policies  and  $66,210 
of  insurance  in  force. 

Advance  Payment 

The  company  charges  in  advance  a  policy  fee  of  $1  on  all 
policies-  In  addition  to  this  amount  it  charges  a  percentage  of 
10  cents  on  each  $100  of  insurance. 

Bonds 

ETo  officer  of  the  company  is  bonded. 

Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows: 

President:  Esek  Finch,  Canaan,  1ST.  Y. 

Secretary -Treasurer :  Henry  D.  Frisbie,  East  Chatham,  N.  Y. 

In  lieu  of  a  salary  the  secretary  receives  $2  for  each  application 
taken  and  2  per  cent,  of  sums  received. 

The  company  has  no  executive  committee. 

The  principal  office  of  the  corporation  is  at  the  residence  of 
the  secretary  at  East  Chatham,  1ST.  Y. 
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CENTRAL  CITY  CO-OPERATIVE  EIRE  INSURANCE 
COMPANY  OF  ONONDAGrA  COUNTY 

Syracuse,  N.  Y. 

Examination  on  condition  as  of  September  10,  1912. 

Report  dated  October  23,  1912. 

Examiner:  J.  H.  Middleton. 


This  company  appears  to  have  been  organized  in  February, 
1900,  as  a  co-operative  fire  insurance  company.  Its  certificate  of 
incorporation  sets  forth  its  intention  to  transact  business  in  the 
counties  of  Onondaga  and  Cayuga,  and  in  July,  1902,  its  territory 
was  extended  to  include  also  the  county  of  Madison. 

On  December  27,  1910,  the  Department  issued  to  it  a  certificate 
authorizing  it  to  continue  business  as  an  assessment  co-operative 
fire  insurance  association  in  the  three  eounties  named  above. 

The  only  previous  examination  of  the  company  was  made  by 
this  Department  in  October,  1909. 

The  assets  and  liabilities  of  the  company  on  September  10, 
1912,  were  as  follows: 


Assets 

Cash  in  office  . 

Cash  in  bank  . 

Agents’  balances  (net)  . 


$127  01 
307  84 
130  00 


Total  assets  . . .  $564  85 

Liabilities 

Owe  secretary  fees  . . .  $97  76 


Total  liabilities 


$97  76 


Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  three  years. 
The  company  insures  residences  and  bams.  Risks  are  divided 
into  three  classes  according  to  hazard. 

The  company  employs  agents  whose  duty  it  is  to  take  applica¬ 
tions,  inspect  risks,  collect  premiums  and  assessments  and  assist 
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in  adjustment  of  losses.  For  taking  applications,  the  director 
receives  14  cents  per  $100  of  insurance  on  new  policies  and  11^2 
cents  per  $100  of  insurance  on  renewals. 

Small  losses  are  adjusted  by  the  local  agent,  but  in  case  of  large 
losses  be  is  assisted  by  tbe  secretary. 

Money  is  paid  out  by  check  signed  by  tbe  secretary  and  tbe 
president. 

Tbe  secretary  states  that  tbe  largest  amount  insured  in  any  one 
risk  is  $2,200. 

Tbe  accounts  of  tbe  company  are  not  audited  by  the  directors 
or  tbe  policyholders. 

Records 

In  accordance  with  tbe  requirements  of  tbe  by-laws,  tbe  secre¬ 
tary  keeps  a  policy  register,  minutes  of  tbe  meetings  of  tbe  mem¬ 
bers  and  of  the  board  of  directors,  and  all  applications.  Tbe 
minutes  of  the  meetings  of  tbe  members  and  of  tbe  board  of 
directors  are  kept  on  loose  leaves,  however,  and  pinned  in  a  book. 
I  would  recommend  that  tbe  minutes  be  kept  in  permanent  form. 
Tbe  minutes  for  1912  do  not  appear  in  tbe  records  of  tbe  com¬ 
pany  and  no  minutes  of  tbe  meetings  of  tbe  executive  committee 
were  kept  at  all  as  required  by  tbe  by-laws. 

Assessments 

Assessments  are  usually  levied  only  wdien  necessary  to  pay 
losses.  Tbe  company  has  levied  only  one  assessment  since 
organization. 

Tbe  amount  of  tbe  assessment  is  based  on  tbe  amoimt  of  pre¬ 
miums  paid  by  each  policyholder. 

Insurance  in  Force 

On  December  31,  1911,  there  were  684  policies  and  $1,036,612 
of  insurance  in  force. 

Advance  Payment 

The  company  charges  in  advance  a  graduated  policy  fee  ranging 
from  25  cents  to  $1.05  according  to  tbe  amount  of  the  policy.  In 
addition  to  this  amount  it  charges  a  percentage  of  24  cents  to  30 
cents  for  each  $100  of  insurance. 
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Bonds 


The  secretary  has  given  bond  in  the  sum  of  $1,000  with  indi¬ 
vidual  surety. 

Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows : 

President  —  M.  C.  Darrow,  Solvay,  N.  Y. 

Vice-President  —  F.  E.  Gilbert,  Weedsport,  X.  Y. 

Secretary-Treasurer  —  I.  J.  Chapman,  Syracuse,  N.  Y. 


In  lieu  of  a  salary  the  secretary  receives  45  cents  on  each  $1,000 
of  insurance  written. 

The  executive  committee  is  composed  of  the  president,  the  secre¬ 
tary  and  the  attorney. 

The  principal  office  of  the  corporation  is  at  the  business  office 
of  the  secretary  at  Syracuse,  N.  Y. 


CHENANGO  COUNTY  PATRONS’  FIRE  RELIEF 

ASSOCIATION 

Norwich,  N.  Y. 

Examination  on  condition  as  of  August  1,  1912. 

Report  dated  August  9,  1912. 

Examiner:  J.  H.  Middleton . 

This  company  appears  to  have  been  organized  in  October,  1884, 
as  a  co-operative  fire  insurance  company.  Its  certificate  of  incor¬ 
poration  sets  forth  its  intention  to  transact  business  in  the  county 
of  Chenango.  In  May,  1901,  its  territory  was  further  extended 
to  include  the  counties  of  Broome,  Cortland,  Madison  and  Otsego. 

On  December  27,  1910,  the  Department  issued  to  it  a  certificate 
authorizing  it  to  continue  business  as  a  county  assessment  co-opera¬ 
tive  fire  insurance  corporation  in  the  five  counties  named  above. 

No  previous  examination  of  the  company  has  been  made  by  this 

» 

Department. 

The  assets  and  liabilities  of  the  company  on  August  1,  1912, 
were  as  follows: 
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Assets 


Cash  in  bank  .  $4,941  50 

Unpaid  assessments  .  2,879  46 

Total  assets  .  $7,820  96 


Liabilities 

Unpaid  losses  .  $30  00 

Borrowed  money  and  accrued  interest  thereon . . .  7,327  45 

Rent  and  printing  .  37  00 


Total  liabilities  .  $7,394  45 


Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property  and  village  dwellings.  Risks 
are  divided  into  two  classes.  The  first  class  consists  of  property 
occupied  by  owners  and  the  second  consists  of  property  occupied 
by  tenants.  Both  classes  are  assessed  at  the  same  rate  but  the  first 
class  is  charged  a  percentage  of  40  cents  per  $100  and  the  second 
class  of  60  cents  per  $100. 

The  company  has  twenty-one  directors  and  two  agents,  whose 
duty  it  is  to  take  applications,  inspect  risks  and  collect  premiums. 
For  taking  applications,  the  director  or  agent  receives  $1  per 
application  and  8  cents  per  mile  traveled. 

Small  losses  are  adjusted  by  the  local  director  but  in  case  of 
large  losses  he  is  assisted  by  an  officer  of  the  company. 

Money  is  paid  out  by  the  treasurer  who  signs  all  checks. 

The  secretary  states  that  the  largest  amount  insured  in  any  one 
risk  is  $7,000. 

The  executive  committee  audits  the  accounts  of  the  company. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre¬ 
tary  keeps  a  policy  register,  minutes  of  the  meetings  of  the  mem¬ 
bers  and  of  the  board  of  directors  and  executive  committee  and  all 
applications. 

Assessments 

Assessments  are  usually  levied  in  June.  The  amount  of  the 
assessment  is  usually  based  on  the  amount  of  losses  which  have 
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been  sustained,  but  is  estimated  to  pay  from  six  to  twelve  months’ 
future  losses.  Assessments  are  paid  directly  to  the  secretary. 
ETew  members  are  assessed  only  for  their  pro  rata  share  of  losses 
and  expenses  incurred  during  their  membership. 

Insurance  in  Force 

On  December  31,  1911,  there  were  3,109  policies  and  $5,971,535 
of  insurance  in  force. 

Advance  Payment 

On  new  policies  the  company  charges  in  advance  a  percentage 
of  40  cents  per  $100  of  insurance  on  property  in  the  first  class  and 
60  cents  per  $100  of  insurance  on  property  in  the  second  class. 
This  latter  charge  is  in  excess  of  the  limitation  prescribed  in  that 
portion  of  section  266  of  the  Insurance  Law  which  provides : 

“  Every  such  corporation  may  collect  at  the  time  of  the  issue  of  a  policy  such 
survey,  policy  and  membership  fees,  or  any  of  them,  not  to  exceed  the  sum  of 
two  dollars  for  all  of  such  fees,  and  such  percentage  of  the  amount  insured, 
not  to  exceed  one-tenth  of  one  per  centum  of  the  amount  insured  for  each  year 
of  the  term  of  insurance,  as  the  by-laws  may  provide.” 

On  renewals  it  charges  a  fee  of  $2  on  all  policies  and  on  property 
in  the  second  class  an  additional  percentage  of  20  cents  per  $100 
of  insurance. 

Bonds 

The  treasurer  has  given  a  personal  bond  in  the  sum  of  $6,000 
and  a  surety  insurance  bond  in  the  sum  of  $3,000. 

Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows: 

President  —  J.  S.  Shattuck,  Norwich,  N.  Y. 

Vice-President  —  Frank  S.  Clark,  Guilford,  N.  Y. 

Secretary-Treasurer  —  Charles  H.  Stanton,  Norwich,  N.  Y.,  $300  per  annum 
and  fees. 

In  lieu  of  a  salary  the  president  receives  $3  a  day  and  the  vice- 
president  $2  a  day  for  work  performed.  The  secretary  receives 
$300  per  year  salary  as  treasurer,  50  cents  per  policy  written  and 
recorded  and  $2  per  day  for  time  spent  in  the  service  of  the  com¬ 
pany. 
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The  executive  committee  is  composed  of  the  president,  the  secre¬ 
tary  and  three  directors. 

The  principal  office  of  the  corporation  is  at  Norwich,  N.  Y. 


THE  CL  AVERAGE  TOWN  FIRE  INSURANCE  COMPANY 


Claverack,  N.  Y. 

Examination  on  condition  as  of  July  25,  1912. 

Report  dated  August  9,  1912. 

Examiner:  J .  H.  Middleton, 

This  company  appears  to  have  been  organized  in  July,  1857,  as 
a  co-operative  fire  insurance  company.  In  April,  1897,  it  was 
reorganized  as  a  corporation.  Its  certificate  of  incorporation  sets 
forth  its  intention  to  transact  business  in  the  town  of  Claverack  in 
Columbia  county. 

On  December  27,  1910,  the  Department  issued  to  it  a  certificate 
authorizing  it  to  continue  business  as  a  town  assessment  .co-opera¬ 
tive  fire  insurance  corporation  in  the  territory  named  above. 

On  January  22,  1912,  it  filed  a  certificate  of  intention  to  extend 
its  territory  into  the  towns  of  Ghent,  Greenport  and  Livingston, 
all  in  Columbia  county. 

No  previous  examination  of  the  company  has  been  made  by 
this  Department. 

The  assets  and  liabilities  of  the  company  on  July  25,  1912, 
were  as  follows: 

Assets 


Cash  in  hands  of  secretary .  $lf>0  00 

Total  assets  .  $150  00 


Liabilities 


Unpaid  losses  (estimated) .  $180  00 

Total  liabilities  .  $180  00 
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Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property,  schoolhouses,  churches,  stores, 
hotels  and  shops.  Risks  are  divided  into  three  classes.  The  first 
includes  dwellings  and  outbuildings  situated  75  feet  from  other 
buildings;  the  second  class  includes  dwellings  and  outbuildings 
more  than  35  feet  but  less  than  75  feet  from  other  buildings;  and 
the  third  class  includes  stores,  hotels,  school  buildings,  shops  and 
contents.  The  first  class  is  assessed  a  fiat  rate,  the  second  class 
14/4  times  the  first  class,  and  the  third  class  1%  times  the  first 
class. 

Applications  are  taken  by  the  president  and  secretary,  whose 
duty  it  is  also  to  inspect  risks,  collect  premiums  and  assessments 
and  assist  in  adjusting  losses. 

Large  losses  are  adjusted  by  the  whole  board  of  directors,  but  in 
case  of  small  losses  the  president  and  secretary  act. 

Money  is  paid  out  by  the  secretary  on  his  personal  check. 

The  president  and  secretary  state  that  the  largest  amount  in¬ 
sured  in  any  one  risk  is  $5,000. 

The  board  of  directors  audit  the  accounts  of  the  company  at  the 
annual  meetings. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre¬ 
tary  keeps  a  policy  register  and  minutes  of  the  meetings  of  the 
company  and  of  the  board  of  directors. 

Assessments 

Assessments  are  levied  only  when  necessary  to  pay  losses.  The 
amount  of  the  assessment  is  based  on  the  amount  of  losses  which 
have  been  sustained  but  is  also  estimated  to  raise  a  small  surplus. 
Assessments  are  paid  to  the  president  or  to  the  secretary.  Mew 
members  are  charged  only  for  their  portion  of  losses  which  occur 
while  they  are  members  of  the  company.  A  penalty  of  5  per  cent, 
of  the  amount  of  the  assessment  is  charged  delinquents  after  00 
days. 

Insurance  in  Force 

On  December  31,  1911,  there  were  489  policies  and  $849,176 
of  insurance  in  force. 
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Advance  Payment 

The  company  charges  in  advance  a  percentage  of  $1  per  $1,000 
of  insurance  for  the  first  thousand  dollars  and  75  cents  per  $1,000 
on  each  additional  thousand. 

Bonds 

Yo  officers  of  the  company  are  bonded. 

Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows : 

President  —  B.  S.  Mesick,  Claverack,  N.  Y. 

Secretary-Treasurer  —  Myron  Hess,  R.  D.  1,  Hudson,  N.  Y. 

The  company  has  no  executive  committee. 

The  principal  office  of  the  corporation  is  at  the  residence  of  the 
secretary  in  Claverack,  17.  Y. 


THE  COEYMAYS  MUTUAL  IYSURAYCE  COMPAYY 

Ravena,  Y.  Y. 

Examination  on  condition  as  of  June  14,  1912. 

Report  dated  June  17,  1912. 

Examiner :  J.  H  Middleton . 

This  company  appears  to  have  been  organized  in  1859  as  a 
co-operative  fire  insurance  association.  Its  territory  was  con¬ 
fined  to  the  town  of  Coeymans  in  Albany  county  and  no  exten¬ 
sion  beyond  such  territory  has  ever  been  made. 

On  December  27,  1910,  the  Department  issued  to  it  a  certifi¬ 
cate  of  authoritv  to  continue  business  as  a  town  assessment  cor- 

« / 

poration  in  the  territory  named  above. 

Yo  previous  examination  of  the  company  has  been  made  by 
the  Department. 

The  assets  and  liabilities  of  the  company  on  Tune  14,  1912, 
were  as  follows: 

Assets 


Unpaid  assessments  .  $6  30 

Cash  in  hands  of  secretary .  168  66 


$174  96 


Total  assets  . 
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Liabilities 

None. 

Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property,  churches  and  schoolhouses. 
Risks  are  divided  into  two  classes.  The  first  class  comprises  farm 
property  which  is  situated  more  than  80  feet  from  any  other 
building  and  the  second  class  includes  farm  property  situated  less 
than  80  feet  from  any  other  building,  also  churches,  schools  and 
contents.  On  property  in  the  first  class  a  bond  of  2  per  cent, 
of  the  amount  insured  is  taken  and  on  property  in  the  second 
class  a  bond  for  3  per  cent,  of  the  amount  insured.  Assessments 
are  figured  at  a  certain  percentage  of  the  amount  of  the  bond. 

The  secretary  takes  the  application  and  makes  the  survey  for 
which  he  receives  $1.12%  per  policy. 

Losses  are  adjusted  by  a  committee  of  from  three  to  five  mem¬ 
bers  who  are  appointed  for  that  purpose  by  the  president.  The 
findings  of  this  committee  are  passed  on  by  the  board  of  directors. 

Loss  and  other  payments  are  made  in  cash  by  the  secretary. 

The  secretary  states  that  the  largest  amount  insured  in  any 
one  risk  is  $3,000. 

The  accounts  of  the  company  are  audited  annually  by  the 
executive  committee. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre¬ 
tary  keeps  a  policy  register,  minutes  of  the  meetings  of  the  board 
of  directors  and  executive  committee  and  all  applications. 

Assessments 

Assessments  are  levied  only  when  necessary  to  pay  losses  and 
expenses.  The  sum  collected  by  each  assessment  is  estimated  to 
yield  a  slight  surplus  to  meet  the  current  expenses  of  the  company. 
New  members  are  assessed  for  only  that  portion  of  the  losses  in¬ 
curred  since  they  were  members.  No  penalty  for  delinquency 
in  payment  of  assessments  is  exacted. 

Advance  Payment 

The  companv  charges  in  advance  a  policy  fee  of  $1.50  but  no 
percentage. 
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Bonds 

The  secretary  states  that  he  has  given  a  personal  bond  in  the 
sum  of  $5,000  signed  by  two  sureties. 

Officers 

The  officers  of  the  company  are  as  follows  : 

President  —  Stephen  Tompkins,  R.  D.,  Ravena,  N.  Y. 

Vice-President  —  Silas  W.  Blodgett,  R.  D.,  Ravena,  N.  Y. 

Secretary-Treasurer  —  U.  M.  Montross,  Ravena,  N.  Y. 

No  officer  receives  any  compensation  except  the  secretary  who 
receives  $1.12%  for  each  policy  issued  and  2  per  cent,  for  col¬ 
lecting  assessments. 

The  executive  committee  consists  of  the  president,  the  vice- 
president  and  one  director. 

The  principal  office  of  the  company  is  at  the  business  office  of 
the  secretary  in  Ravena,  N.  Y. 

y 


CO-OPERATIVE  EIRE  INSURANCE  COMPANY  OF 
SULLIVAN  AND  ADJOINING  COUNTIES 

Centerville  Station,  N.  Y. 

Examination  on  organization  as  of  January  22,  1913. 

Report  dated  January  22,  1913. 

Examiner :  J.  H  Middleton. 

A  declaration  has  been  submitted  to  the  Department  by  the  re¬ 
quired  number  of  persons,  which  states  that  they  intend  to  form 
a  county  co-operative  fire  insurance  company  to  conduct  busi¬ 
ness  on  the  assessment  plan,  and  the  Attorney-General  has  ap¬ 
proved  such  declaration.  The  president  and  secretary  of  the 
above  named  company  have  submitted  the  statement  provided 
for  in  section  263  of  the  Insurance  Law.  This  statement  recites 
that  applications  for  insurance,  amounting  to  $228,060,  have 
been  made,  in  good  faith,  on  property  located  in  the  county  of 
Sullivan,  and  applications  for  insurance,  amounting  to  $66,990, 
have  been  made,  in  good  faith,  on  property  situated  in  the  county 
of  Ulster. 
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I  have  examined  these  applications  for  insurance  and  find  that 
the  names,  addresses  and  amounts  of  insurance  applied  for,  as 
enumerated  in  the  above  mentioned  statement,  are  correct,  and 
that  the  amount  of  insurance  applied  for  is  sufficient  to  meet  the 
requirements  of  sections  262  and  263  of  the  Insurance  Law. 


THE  CO-OPERATIVE  FIRE  INSURANCE  COMPANY 
OF  WYOMING  AND  GENESEE  COUNTIES 

Darien,  N.  Y. 

Examination  on  condition  as  of  September  7,  1912. 

Report  dated  September  19,  1912. 

Examiner :  J.  Id  Middleton . 

This  company  appears  to  have  been  organized  in  February, 
1892,  as  a  co-operative  fire  insurance  company.  Its  certificate  of 
incorporation  sets  forth  its  intention  to  transact  business  in  the 
counties  of  Genesee  and  Wyoming.  In  April,  1900,  its  territory 
was  extended  to  include  also  the  counties  of  Erie,  Niagara  and 
Orleans. 

On  December  27,  1910,  the  Department  issued  to  it  a  certifi¬ 
cate  authorizing  it  to  continue  business  as  a  county  assessment 
co-operative  fire  insurance  corporation  in  the  territory  named 
above. 

The  only  previous  examination  of  the  company  was  made  by 
this  Department  in  October,  1909. 

The  assets  and  liabilities  of  the  company  on  September  7,  1912, 
were  as  follows: 

Assets 


Cash  in  hands  of  secretary .  $27  46 

Cash  in  bank  .  21  02 

Unpaid  premiums  (net)  .  257  53 


Total  assets  .  $306  01 


Liabilities 


Unpaid  losses  . ' .  $2,300  00 

Borrowed  money  .  4,310  00 

V  J 


$6,610  00 


Total  liabilities 
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Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  three  years. 
The  company  insures  farm  property  and  contents,  live  stock, 
churches,  schoolhouses  and  detached  village  property.  Property 
is  divided  into  a  number  of  classes  and  is  assessed  according  to 
the  amount  insured  and  to  the  rating  of  each  particular  class. 

The  company  has  directors,  and  also  employs  agents  whose 
duty  it  is  to  take  applications,  inspect  risks  and  collect  premiums. 
For  taking  applications,  the  directors  or  agents  receive  50  per 
cent,  of  the  advance  payment. 

Losses  are  usually  adjusted  by  the  president  and  secretary 
although  the  president  has  power  to  appoint  a  committee  to  adjust 
losses. 

Money  is  paid  out  by  check  signed  by  the  secretary. 

The  secretary  states  that  the  largest  amount  insured  in  any 
one  risk  is  $5,000. 

The  executive  committee  audits  the  accounts  of  the  company 
annually. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre¬ 
tary  keeps  a  policy  register,  minutes  of  the  meetings  of  the  mem¬ 
bers  and  of  the  board  of  directors  and  executive  committee  and 
all  applications. 

Assessments 

Assessments  are  usually  levied  annually  in  September. 

The  amount  of  the  assessment  is  usually  based  on  the  amount 
of  losses  which  have  been  sustained,  but  is  estimated  to  raise  also 
a  small  surplus.  Assessments  are  paid  to  the  local  director  or 
to  the  local  bank  and  then  transmitted  to  the  secretary. 

Hew  members  are  assessed  for  only  their  pro  rata  share  of 
losses  and  expenses  incurred  during  their  periol  of  membership. 
A  penalty  of  5  per  cent,  is  charged  for  delinquency  in  payment 
of  assessments. 

Insurance  in  Force 

On  December  31,  1911,  there  were  1,232  policies  and  $1,796,- 
800  of  insurance  in  force. 
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Advance  Payment 

The  company  charges  in  advance  30  per  cent,  of  the  initial 
rating  which  in  some  cases  is  in  excess  of  30  cents  per  $100  of 
insurance. 

Bonds 

The  secretary  states  that  he  has  given  a  personal  bond  in  the 
sum  of  $5,000. 

Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows : 

President  —  R.  C.  Curtiss,  Alexander,  N.  Y. 

Vice-President  —  H.  K.  Smith,  Linden,  N.  Y. 

Secretary-Treasurer  —  F.  M.  Rogers,  Darien,  N.  Y. 

The  executive  committee  is  composed  of  the  vice-president  and 
two  directors. 

The  principal  office  of  the  corporation  is  at  the  residence  of 
the  secretary  at  Darien,  N.  Y.,  although  the  company  maintains 
an  office  at  Attica,  N.  Y. 


THE  DWELLING  INSURANCE  ASSOCIATION  OF 

CENTRAL  NEW  YORK 

Utica,  N.  Y. 

Examination  on  condition  as  of  July  29,  1912. 

Report  dated  August  9,  1912. 

Examiner :  J .  H.  Middleton. 

This  company  appears  to  have  been  organized  in  September, 
1895,  as  a  co-operative  fire  insurance  company.  Its  certificate 
of  incorporation  sets  forth  its  intention  to  transact  business  in 
the  counties  of  Oneida,  Lewis,  Madison,  Herkimer  and  Otsego, 
and  no  extension  beyond  such  territory  has  ever  been  made. 

On  December  27,  1910,  the  Department  issued  to  it  a  certifi¬ 
cate  authorizing  it  to  continue  business  as  an  advance  premium 
co-operative  fire  insurance  corporation  in  the  five  counties  named 
above. 

The  only  previous  examination  of  the  company  was  made  by 
this  Department  in  September,  1909. 
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The  assets  and  liabilities  of  the  company  on  July  29,  1912, 
were  as  follows: 


Assets 

Cash  in  office  . 

Cash  in  bank  not  at  interest . 

Cash  in  bank  at  interest . 


$238  00 
371  13 
1,255  10 


Total  assets 


$1,864  23 


Liabilities 


Unpaid  losses  (unadjusted)  .  $78  33 

Unearned  premiums  .  1,736  61 

Salaries  accrued  .  133  33 

Miscellaneous  bills  .  45  41 


Total  liabilities  .  $1,993  6S 


Assets 

The  assets  of  the  corporation  consist  of  cash  in  office  amounting 
to  $238,  cash  in  bank  not  at  interest  $371.13  and  cash  in  bank  at 
interest  $1,255.10 


Liabilities 

The  principal  liability  of  the  company  is  on  account  of  un¬ 
earned  premiums,  which  amounts  to  $1,736.61.  There  are  also 
accrued  salaries  unpaid  amounting  to  $133.33  and  small  unpaid 
bills  of  $45.41  and  an  unpaid  loss  which  has  been  adjusted  at 
$78.33.  The  unearned  premium  has  been  computed  in  ac¬ 
cordance  with  section  267  of  the  Insurance  Law  as  follows: 


r  Year  written 

Term 

Total 

premiums 

Unearned 

fraction 

premium 

Aug.  ’ll- July 

’12  . 

.  1  yr 

$2,136  02 

% 

$1,068  01 

Aug.  ’09-July 

TO  . 

.  3  yr 

7  35 

1/6 

1  22 

Aug.  TO- July 

’ll  . 

.  3  yr 

3  60 

3/6 

1  80 

Aug.  ’ll- July 

’12  . . 

.  3  yr 

498  62 

5/6 

415  50 

Aug.  ’07-July 

’08  . 

.  3  yr 

606  16 

1/10 

60  62 

Aug.  ’08-July 

’09  . 

.  5  yr 

624  61 

3/10 

187  38 

Aug.  ’09-July 

TO  . 

.  5  yr 

433  83 

1/2 

216  91 

Aug.  TO- July 

’ll  . 

.  5  yr 

203  71 

7/10 

142  60 

Aug.  Tl-July 

T2  . 

.  5  yr 

85  25 

9/10 

76  72 

Total  .  $2,170  76 

80  per  ceut  thereof  .  1,736  61 
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Expense  of  Management 

In  1911  the  total  ratio  of  expense  of  management  to  premium 
income  was  27.5  per  cent.  Excluding  from  the  expense  of  manage¬ 
ment  expenses  “  incurred  in  the  inspection  of  risks  and  adjust¬ 
ment  of  losses  and  legal  expenses  connected  therewith  ”  the  ex¬ 
pense  of  management  was  23.6  per  cent,  of  the  premium  income. 

Conflagration  Hazard 

The  secretary  states  that  the  company  has  not  exceeded  the  con¬ 
flagration  limitation  of  section  267  of  the  Insurance  Law  in  any 
respect. 

Insurance  in  Force 

On  December  31,  1911,  there  were  362  policies  and  $479,655 
of  insurance  in  force. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre¬ 
tary  keeps  a  policy  register  and  minutes  of  the  meetings  of  the 
members  and  of  the  board  of  directors  and  executive  committee, 
and  all  applications. 

Bonds 

'No  officers  of  the  company  are  bonded. 

Management 

All  policies  are  issued  by  the  secretary  who  in  connection  with 
the  executive  committee  passes  on  all  risks.  The  company  em¬ 
ploys  no  agents.  The  secretary  solicits  all  risks  and  makes  all 
inspections  and  adjusts  practically  all  losses. 

The  company  does  not  aim  to  accumulate  a  large  surplus  but 
returns  annually  a  portion  of  the  premium  to  policyholders  in 
the  class  which  shows  a  profit  on  the  business.  Practically  all 
dividends  returned  have  been  on  mercantile  property. 

Money  is  paid  out  by  the  treasurer  on  the  order  of  the  executive 
committee. 

Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows : 

President — W.  H.  Fowler,  Jr.,  Oriskany  Falls,  N.  Y.,  $10  per  annum. 

Vice-President  —  J.  Rand  Pelton,  Ilion,  N.  Y.,  nothing. 

Secretary  and  Manager  — Giles  A.  Geer,  Utica,  N.  Y.,  $400  per  annum. 

Treasurer  —  Paul  H.  Wagner,  New  York  Mills,  N.  Y.,  $30  per  annum. 

The  principal  office  of  the  company  is  located  at  the  residence 
of  the  secretary  in  Utica,  U.  Y. 
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EASTON  MUTUAL  FIRE  INSURANCE  COMPANY 

North  Easton,  N.  Y. 

Examination  on  condition  as  of  August  28,  1912. 

Report  dated  August  30,  1912. 

Examiner :  J.  II.  Middleton. 

This  company  appears  to  have  been  organized  in  April,  1858,  as 
a  voluntary  co-operative  'fire  insurance  company.  In  1893  it 
appears  to  have  incorporated.  Its  certificate  of  incorporation  sets 
forth  its  intention  to  transact  business  in  the  town  of  Easton, 
county  of  Washington,  and  no  extension  beyond  such  territory  has 
ever  been  made. 

On  December  27,  1910,  the  Department  issued  to  it  a  certificate 
authorizing  it  to  continue  business  as  a  town  assessment  coopera¬ 
tive  fire  insurance  corporation  in  the  territory  named  above. 

No  previous  examination  of  the  company  has  been  made  by  the 

Department. 

The  assets  and  liabilities  of  the  company  on  August  28,  1912, 


were  as  follows : 

Assets 

Unpaid  assessments  .  $63  06 


Total  assets  .  $63  06 


Liabilities 

Unpaid  losses  . , .  $22  60 

Borrowed  money  .  550  00 

Officers’  fees  due .  12  00 


Total  liabilities  .  $584  60 


Method  of  Business 

Policies  are  issued  by  the  secretarv  for  the  term  of  5  years.  The 
company  insures  farm  property,  detached  village  dwellings,  school- 
houses,  church,  creameries,  blacksmith  shops,  grist  mills  and  saw 
mills.  Risks  are  divided,  first,  into  three  classes  according  to  con¬ 
dition  of  structure.  The  first  class  includes  new  dwellings  and 
barns  with  slate  or  metal  roof.  The  second  class  includes  dwellings 
and  barns,  not  new  but  in  good  repair,  with  shingle  roofs.  The 
third  class  includes  buildings,  more  hazardous  and  in  poor  con- 
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dition.  The  second  class  is  charged  a  flat  rate  of  assessment,  the 
first  class  %  as  much  and  the  third  class  from  1%  to  3  times 
as  much,  the  rate  depending  on  the  distance  from  other  buildings. 
The  company  assesses  at  13  different  rates. 

The  company  employs  a  general  agent,  whose  duty  it  is  to  take 
applications  and  inspect  risks.  For  taking  applications  and  mak¬ 
ing  the  survey  lie  receives  $1  per  application. 

Losses  are  adjusted  by  a  committee  of  directors  who  are  ap¬ 
pointed  by  the  president. 

Money  is  paid  out  by  check  signed  by  the  secretary. 

The  secretary  states  that  the  largest  amount  insured  in  any  one 
risk  is  $5,000. 

The  board  of  directors  audit  the  accounts  of  the  company 
annually. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre¬ 
tary  keeps  a  policy  register,  minutes  of  the  meetings  of  the  mem¬ 
bers  and  of  the  board  of  directors  and  all  applications. 

A  ssessments 

Assessments  are  levied  only  when  necessary  to  pay  losses. 

The  amount  of  the  assessment  is  usually  based  on  the  amount  of 
losses  which  have  been  sustained,  but  is  estimated  to  create  a  small 
surplus  for  expenses.  Assessments  are  paid  to  the  secretary.  Hew 
members  are  assessed  for  only  their  pro  rata  share  of  losses  and 
expenses  incurred  during  their  period  of  membership.  The  com¬ 
pany  charges  no  fee  for  delinquency  in  payment  of  assessments. 

Insurance  in  Force 

On  December  31,  1911,  there  were  506  policies  and  $879,179  of 
insurance  in  force. 

Advance  Payment 

The  company  charges  in  advance  a  membership  fee  of  $2  on  all 
policies  but  no  percentage. 

Bonds 

Ho  officer  of  the  company  is  bonded. 
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Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows : 

President  —  Albert  Slocum,  R.  D.  4,  Greenwich,  N.  Y. 

Vice-President  —  John  Egerton,  Greenwich,  N.  Y. 

Secretary-Treasurer  —  L.  G.  Snell,  R.  D.  4,  Greenwich,  N.  Y. 

In  lieu  of  a  salary  the  secretary  receives  25  cents  per  policy 
written,  $15  for  making  an  assessment  and  2  per  cent,  for  col¬ 
lecting  assessments. 

The  company  has  no  executive  committee. 

The  principal  office  of  the  corporation  is  at  the  residence  of  the 
secretary  at  North  Easton,  X.  Y. 


EMPIRE  CO-OPERATIVE  EIRE  INSURANCE  COMPANY 

Middleburgh,  N.  Y. 

Examination  on  condition  as  of  December  1,  1912. 

Report  dated  January  16,  1913. 

Examiner :  J.  II.  Middleton. 

This  company  appears  to  have  been  organized  in  March,  1894, 
as  a  co-operative  fire  insurance  corporation.  Its  certificate  of 
incorporation  sets  forth  its  intention  to  transact'  business  in  the 
counties  of  Schoharie,  Otsego  and  Albany.  On  April  18,  1896, 
its  business  was  further  extended  into  the  counties  of  Montgomery 
and  Chenango.  In  October,  1910,  the  name  of  the  company  was 
changed  by  due  process  of  law  from  “  The  Mutual  Fire  Insurance 
Association  of  Schoharie,  Otsego  and  Albanv  Counties  ”  to  its 

o 

present  title. 

On  December  27,  1910,  the  Department  issued  to  it  a  certificate 
of  authority  to  continue  business  as  an  advance  premium  co-opera¬ 
tive  fire  insurance  corporation  in  the  five  counties  named  above. 

On  February  6,  1911,  the  corporation  filed  a  certificate  of  inten¬ 
tion  to  extend  its  business  into  all  counties  of  the  State  outside  the 
counties  comprised  in  the  city  of  New  York. 

The  only  previous  examination  of  the  company  was  made  by  an 
examiner  of  this  Department  in  October.  1909. 

The  assets  and  liabilities  of  the  company  on  December  1,  1912, 
were  as  follows : 
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Assets 

Ledger  Assets 

Book  value  of  mortgages .  $36,213  50 

Cash  in  bank,  at  interest .  8,162  06 

Cash  in  bank,  not  at  interest . 2,668  44 

Corporation  notes  .  832  56 

Loan  on  personal  security .  438  00 

Agents’  balances  less  than  3  months  due .  4,207  38 

Agents’  balances  over  3  months  due .  3,737  10 


Total  ledger  assets  . .  $56,259  04 


on-Ledger  Assets 

Interest  due  and  accrued  on  mortgages .  $1,531  67 

Interest  accrued  on  ca-sh  in  bank .  285  67 

Interest  accrued  on  corporation  notes .  67  82 


Total  non- ledger  assets 


1,885  16 


Gross  assets 


$58,144  20 


Deduct  Assets  A ot  Admitted 

Loan  on  personal  security .  $438  00 

Mortgage  loans  not  first  liens .  100  00 

Agents’  balances  over  3  months  due .  3,737  10 


Total 


4,275  10 


Net  assets 


$53,869  10 


Liabilities 


Losses,  unadjusted  (estimated)  .  $850  00 

Unearned  premiums  .  17,997  65 

Salaries  accrued  .  166  67 

Printing .  99  50 

Clerk  hire  .  200  00 

Traveling  expenses  .  69  00 


Total  liabilities  .  $19,382  82 


Assets 

The  principal  asset  of  the  corporation  is  the  sum  of  $36,213.50 
which  has  been  loaned  on  bond  and  mortgage.  Three  of  the  mort¬ 
gages  amounting  to  $1,100  are  second  mortgages,  but  in  two  cases 
the  company  holds  the  tirst  mortgage  as  well.  These  two  mort¬ 
gages  amount  to  $1,000.  The  other  second  mortgage,  amounting 
to  $100,  I  have  deducted  as  an  asset  not  admitted. 


Reports  on  Official  Examination 


559 


One  of  the  mortgage  loans,  amounting  to  $1,600,  was  made  to  a 
director  of  the  company.  Since  this  loan  was  made  prior  to  the 
passage  of  chapter  328  of  the  Laws  of  1910,  it  has  been  allowed 
as  an  asset. 

The  records  in  connection  with  the  mortgages  are  incomplete. 
There  is  no  evidence  on  file  in  any  case  that  the  mortgagor’s 
title  to  the  property  is  good,  except  that  in  a  single  instance  there  is 
partial  evidence  in  the  form  of  an  abstract  of  title.  In  only  a  few 
cases  does  the  company  hold  insurance  policies  on  the  property 
mortgaged,  although  the  president  states  that  in  all  cases  in  which 
there  is  no  policy  on  file  the  company  has  insured  the  property. 

In  lieu  of  an  appraisal,  I  have  accepted  as  evidence  of  value  an 
affidavit  which  is  attached  hereto,  made  by  the  executive  committee, 
which  sets  forth  that  each  of  the  persons  composing  such  com¬ 
mittee  is  familiar  with  each  parcel  of  real  estate  mortgaged  to  the 
company  and  that  he  knows  the  value  thereof  and  that  the  value  set 
forth  in  such  affidavit  is  the  time  value  of  the  property. 

The  company  has  on  deposit  in  bank  the  sum  of  $10,830.50,  of 
which  $8,162.06  draws  interest.  There  is  also  due  from  agents  the 
sum  of  $7,914.48,  of  which  $3,737.10  is  represented  by  policies 
written  more  than  three  months  prior  to  the  date  of  examination. 
The  latter  sum  is  composed  of  a  number  of  small  balances,  the 
majority  of  which  are  for  policies  written  four  months  prior  to  the 
date  of  examination. 

In  addition  the  corporation  has  loaned  the  sum  of  $832.56  on 
corporation  notes  given  by  the  Middleburgh  Telephone  Company 
and  the  Middleburgh  Creamery  Company,  and  $438  on  personal 
security.  The  latter  sum  has  been  deducted  as  an  asset  not  ad¬ 
mitted,  in  accordance  with  the  provisions  of  section  16  of  the 
Insurance  Law.  As  evidence  of  the  solvency  of  the  corporations 
named,  the  company  has  filed  an  affidavit  made  by  the  cashier  of 
the  First  Rational  Bank  of  Middleburgh,  which  sets  forth  that 
he  knows  the  financial' condition  of  the  corporations  and  that  they 
are  solvent. 

There  is  also  credited  to  the  company  as  a  non-ledger  asset  the 
sum  of  $1,885.16  interest  due  and  accrued  on  securities  held  by 

them. 
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Liabilities 

The  only  liability  on  account  of  fire  loss  appears  to  be  an  unad¬ 
justed  loss  estimated  to  amount  to  $850.  The  company  also  owns 
miscellaneous  bills  and  accounts  amounting  to  $535.17.  The 
principal  liability,  however,  is  on  account  of  unearned  premiums 
which  amounts  to  $17,997.65  and  has  been  computed  in  accordance 
with  the  provisions  of  section  267  of  the  Insurance  Law  as  follows: 


Gross  premiums 


Year  written  Term  in  force 

Dec.  1,  1911,  to  Dec.  1,  1912,  1  year  or  less.  $14,398  42 

Dec.  1,  1909,  to  Dec.  1,  1910,  3  years .  7,566  55 

Dec.  1,  1910,  to  Dec.  1,  1911,  3  years .  8,751  76 

Dec.  1,  1911,  to  Dec.  1,  1912,  3  years .  11,593  06 


Unearned  Unearned 
fraction  premium 


1/2  $7,199  21 

1/6  1,261  09 

1/2  4,375  88 

5/6  9,660  88 


$22,497  06 

80  per  cent,  thereof .  17,997  65 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre¬ 
tary  keeps  a  policy  register  and  minutes  of  the  meetings  of  the 
members  and  of  the  board  of  directors  and  executive  committee. 

The  company  keeps  no  unearned  premium  record.  I  would 
recommend  that  such  an  account  be  kept. 


C  o?i  flag  rati  on  Hazard 

With  the  exception  of  a  few  maps  of  important  towns,  no  record 
is  kept  with  reference  to  the  amount  of  insurance  in  force  in  cities 
and  villages.  I  was  unable,  therefore,  to  verify  the  statement  of 
the  officers  of  the  company  that  it  had  not  exceeded  the  conflagra¬ 
tion  limitations  provided  for  by  section  267  of  the  Insurance  Law. 


Bo7ids 

The  treasurer  has  given  a  bond  with  personal  surety  in  the  sum 
of  $10,000. 

Expense  of  Management 

In  the  year  1911  the  ratio  of  expense  of  management  to  pre¬ 
mium  income,  after  deducting  from  such  expense  all  expenses  in¬ 
curred  in  the  inspection  of  risks  and  the  adjustment  of  losses  and 
legal  expenses  connected  therewith,  was  35  per  cent. 
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Officers 

The  following  are  the  present  officers  of  the  company  and  the 
salaries  paid  them  in  1911 : 

President  —  W.  E.  Bassler,  Middleburgh,  N.  Y.,  $1,400  per  annum. 
Vice-President  —  G.  B.  Hyde,  Middleburgh,  N.  Y. 

Secretary  —  G.  B.  Wheeler,  Middleburgh,  N.  Y.,  $400  per  annum. 

Treasurer  —  J.  L.  Engle,  Middleburgh,  N.  Y.,  $200  per  annum. 

The  executive  committee  is  composed  of  the  president,  the  vice- 
president,  the  secretary,  the  treasurer  and  one  director. 

'  The  principal  office  of  the  company  is  located  at  Middleburgh, 

N.  Y. 


ERIE  COUNTY  FARMERS  FIRE  RELIEF  ASSOCIATION 

North  Evans,  N.  Y. 

Examination  on  condition  as  of  June  5,  1912. 

Report  dated  June  12,  1912. 

Examiner :  J.  H.  Middleton. 


This  company  appears  to  have  been  organized  in  July,  1879,  as 
a  county  co-operative  fire  insurance  association.  In  April,  1882, 
a  certificate  of  incorporation  was  filed  with  the  Secretary  of  State. 
This  certificate  sets  forth  the  intention  of  the  company  to  limit  the 
territory  in  which  it  shall  transact  business  to  Erie  county  and  no 
extension  beyond  such  territory  has  ever  been  made. 

On  December  19,  1911,  the  Department  issued  to  it  a  certificate 
of  authority  to  continue  business  as  an  assessment  corporation  in 
the  territory  named  above. 

No  previous  examination  of  the  company  has  been  made. 

The  assets  and  liabilities  of  the  company  on  June  5,  1912,  were 
as  follows : 


Assets 

Cash  in  office  . 

Cash  in  hands  of  treasurer . 

Assessments  due  (estimated) . 


$77  8:3 
1,870  41 
4.184  38 


$6,132  62 


Total  assets 
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Liabilities 


Unpaid  losses  .  $1,673  00 

Unpaid  losses  (disputed)  . 800  00 

Officers’  salaries  accrued  .  406  25 

Borrowed  money  .  3,400  00 


Total  liabilities  .  $6,279  25 


Assets 

The  principal  asset  of  the  corporation  is  money  due  on  an  assess¬ 
ment  which  is  now  in  course  of  collection.  This  sum  is  estimated 
to  be  $4,184.38.  On  account  of  the  fact  that  persons  removing 
from  the  territory  of  the  company  often  fail  to  report  that  fact, 
it  is  impossible  to  give  the  exact  amount  that  the  assessment  will 
yield.  The  secretary  reports  that  in  general  collections  are  nearly 
all  made,  usually  being  more  than  99  per  cent,  of  the  total  amount 
assessed.  Other  assets  of  the  company  are  $1,870.41  cash  in  hands 
of  treasurer  of  which  $1,274.67  was  deposited  in  The  Peoples 
Bank  of  Hamburgh,  Y.  Y.,  on  the  date  of  the  examination.  There 
was  also  $77.83  cash  in  office. 

Liabilities 

The  principal  liability  of  the  company  is  for  borrowed  money. 
This  sum,  amounting  to  $3,400,  has  been  borrowed  on  the  com¬ 
pany’s  notes  from  The  Peoples  Bank  of  Hamburgh,  Y.  Y.  There 
are  also  losses  amounting  to  $2,473  unpaid.  Of  this  amount  $800 
is  disputed  by  the  company  on  the  ground  that  a  building  was 
erected  without  the  knowledge  of  the  company  inside  the  distance 
limits  which  the  company  had  fixed  as  the  minimum  distance 
which  must  separate  two  buildings  in  order  that  they  be  insurable. 
The  only  other  liability  of  the  company  appears  to  be  officers’  and 
executive  committee’s  salaries  accrued,  which  amount  to  $406.25. 

Method  of  Business 

Policies  are  issued  bv  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property  and  detached  village  dwellings 
only.  No  classification  is  made,  all  policyholders  paying  the  same 
rate  of  assessment. 

Applications  are  taken  by  the  directors  who  make  the  surveys. 
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For  this  service  they  receive  $1  for  each  application  and  survey. 
The  executive  committee  passes  on  all  applications. 

Losses  are  adjusted  by  a  board  of  three  appraisers  and  the  ad¬ 
justments  are  audited  by  the  executive  committee. 

Money  is  paid  out  by  check  by  the  treasurer  on  an  order  signed 
by  the  president  and  secretary. 

The  secretary  states  that  the  largest  amount  insured  in  any  one 
risk  is  $5,000. 

The  accounts  of  the  company  are  audited  annually  by  an  audit¬ 
ing  board  who  are  also  directors. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre¬ 
tary  keeps  a  policy  register,  minutes  of  the  board  of  directors  and 
executive  committee,  and  all  applications. 

Assessments 

Assessments  are  levied  semi-annually  on  April  20  and  October 
20.  The  company  borrows  money  to  pay  losses  and  expenses  and 
the  assessment  is  estimated  to  be  large  enough  only  to  pay  such 
outstanding  indebtedness.  Collections  are  made  by  persons  ap¬ 
pointed  for  that  purpose.  One  collector  is  appointed  in  each  vil¬ 
lage  in  the  company’s  territory.  Xew  members  are  assessed  for 
only  their  share  of  losses  and  expenses  incurred  since  they  were 
members. 

Eo  extra  charge  is  made  for  delinquency  in  payment  of  assess¬ 
ments. 

Advance  Payments 

The  company  collects  in  advance  a  policy  fee  of  $1.50  from  new 
members  and  $1  from  old  members. 

Bonds 

The  secretary  and  treasurer  are  each  bonded  bv  individuals  in 
the  sum  of  $5,000.  The  directors  have  each  given  personal  bonds 
in  the  sum  of  $200. 

Insurance  in  Force 

On  December  31,  1911,  there  were  2,564  policies  and  $4,682,340 

of  insurance  in  force. 
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Officers 


The  officers  of  the  company  and  salaries  paid  in  1911  are  as 
follows : 

President  —  M.  J.  Krull,  Brant,  X.  Y.,  $150  per  annum. 

Vice-President  —  D.  W.  Spry,  North  Collins,  X.  Y.,  none. 

Secretary  —  F.  M.  Frost,  North  Evans,  N.  Y.,  $500  per  annum. 

Treasurer  —  A.  C.  Dudley,  Orchard  Park,  N.  Y.,  $100  per  annum. 

The  executive  committee  consists  of  three  directors  who  are  not 
officers,  who  receive  as  compensation  for  services  $75  per  annum 
each. 

The  principal  office  of  the  corporation  is  at  the  residence  of  the 
secretary  at  North  Evans,  X.  Y. 


ERIE  AND  NIAGARA  COUNTY  FARMER’S  INSUR¬ 
ANCE  ASSOCIATION 

SWORMVILLE,  N.  Y. 


Examination  on  condition  as  of  June  4,  1912. 

Report  dated  June  18,  1912. 

Examiner:  J.  H  Middleton. 

The  company  appears  to  have  been  organized  in  June,  1887, 
as  a  county  co-operative  fire  insurance  corporation.  Its  certifi¬ 
cate  of  incorporation  sets  forth  the  intention  of  its  incorporators 
to  transact  business  in  the  counties  of  Erie  and  Niagara  and  no 
extension  bevond  these  counties  has  been  made. 

t/ 

On  December  19,  1911,  the  Department  issued  to  it  a  certifi¬ 
cate  of  authority  to  continue  business  as  a  county  assessment 
company  in  the  two  counties  named  above. 

No  previous  examination  has  been  made  by  the  Department. 

The  assets  and  liabilities  of  the  company  on  June  4,  1912, 
were  as  follows: 


Assets 


None. 


Liabilities 


Borrowed  money  . 

%/ 

Unpaid  losses  . 

Due  appraisers  and  agents 

Directors’  fees  . 

Salaries  of  officers  . 


$1,500  00 


1,395  25 
665  15 
92  88 
100  00 
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Office  expenses  .  $44  10 

Printing  bill  .  130  00 

Telephone  .  1  45 

Bank  overdraft  .  153  47 


Total  liabilities  .  $4,082  30 


Assets 

On  the  date  of  the  examination  the  company  had  a  nominal 
bank  balance  hut  in  reality  had  overdrawn  its  account  $153.47, 
the  balance  appearing  in  bank  as  a  consequence  of  unpresented 
checks. 

Liabilities 

The  principal  liabilities  of  the  company  are  on  account  of 
borrowed  money  amounting  to  $1,500  and  unpaid  losses  which 
amount  to  $1,395.25.  There  is  also  $665.15  due  appraisers  and 
agents,  miscellaneous  hills  amounting  to  $368.43  and  hank  over¬ 
draft  of  $153.47. 

Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property,  detached  village  residences, 
schools  and  churches.  x7o  classification  is  made,  all  members 
paying  the  same  rate  of  assessment. 

The  company  employs  agents  who  take  applications  and  in¬ 
spect  risks.  For  performing  this  service  the  agent  receives  a 
policy  fee  of  $2  from  new  members  and  $1  from  the  company 
when  members  renew.  Agents  receive  also  a  fee  of  50  cents 
when  a  member  has  his  policy  changed.  Only  a  few  of  the  direct¬ 
ors  are  agents. 

Losses  are  adjusted  by  a  hoard  of  three  appraisers  except  that 
in  case  of  small  losses  the  town  collector  sometimes  acts.  Money 
is  paid  by  an  excellent  system  of  voucher  checks  in  which  the 
president  and  secretary  sign  the  order  and  the  treasurer  signs  the 
checks. 

There  are  some  policies  in  force  of  over  $7,000  hut  the  secre¬ 
tary  states  that  in  such  cases  the  buildings  insured  are  well 
scattered  and  are  not  subject  to  one  fire  and  that  in  no  case  is 
more  than  $7,000  exposed  to  hazard  by  a  single  fire. 

The  accounts  of  the  company  are  audited  annually  by  a  finance 
committee  appointed  by  the  board  of  directors. 
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Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre¬ 
tary  keeps  a  policy  register  and  minutes  of  the  meetings  of  the 
board  of  directors  and  executive  committee.  All  applications  are 
also  kept  on  file  in  the  office  of  the  company. 

Assessments 

Assessments  are  levied  annually  on  the  first  Tuesday  in  Sep¬ 
tember.  The  company  borrows  money  to  pay  its  losses  and  at  the 
annual  assessment  assesses  a  sufficient  amount  to  retire  outstand¬ 
ing  notes,  and  also  to  create  a  slight  surplus,  the  amount  of  which 
is  estimated  usually  to  be  50  cents  on  each  $1,000  of  insurance. 
Hew  members  are  assessed  for  their  pro  rata  share  of  losses  and 
expenses  which  have  been  incurred  since  they  were  members  of 
the  company.  In  case  of  delinquency  in  payment  of  assessments, 
the  insured  is  charged  an  extra  fee  of  5  per  cent,  after  thirty 
days. 

Advance  Payment 

The  company  charges  in  advance  a  policy  fee  of  $2  to  new 
members  but  old  members  pay  no  such  fee  and  no  percentage  is 
collected  from  any  person. 

Insurance  in  Force 

On  May  1,  1912,  there  were  7,708  policies  in  force  and  $17,- 
328,350  of  insurance. 

Bonds 

The  secretary  has  given  a  surety  bond  in  the  sum  of  $2,000 
and  the  treasurer  a  surety  bond  in  the  sum  of  $5,000.  All  col¬ 
lectors  are  also  bonded  in  double  the  amount  to  be  collected.  The 
collectors’  bonds  are  personal  bonds  and  are  signed  by  two 
sureties. 

Officers 

The  officers  of  the  company  and  salaries  paid  are  as  follows: 

President  —  H.  X.  Treichler,  R.  D.,  North  Tonawanda,  N.  Y. 

Vice-President  —  H.  J.  Dye,  R.  F.  D.,  Akron,  N.  Y. 

Secretary  —  J.  E.  Secrist,  Swormville,  N.  Y.,  $1,000  per  annum. 

Treasurer  —  E.  A.  Lapp,  Buffalo,  N.  Y.,  $250  per  annum. 
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The  executive  committee  is  composed  of  the  president,  vice- 
president  and  three  directors.  They  meet  monthly  and  pass  on 
applications  and  audit  claims. 

The  principal  office  of  the  company  is  at  Swormville,  IT.  Y. 


FARMERS’  ALLIANCE  CO-OPERATIVE  EIRE  INSUR¬ 
ANCE  COMPANY  OE  STEUBEN  COUNTY 

Canisteo,  N.  Y. 

Examination  on  condition  as  of  June  7,  1912. 

Report  dated  June  13,  1912. 

Examiner:  J.  H.  Middleton. 

This  company  appears  to  have  been  organized  in  June,  1891, 
as  a  co-operative  fire  insurance  association.  The  territory  of 
the  company  was  originally  limited  to  Steuben  county  and  no 
extension  beyond  such  territory  has  ever  been  made. 

On  December  27,  1910,  the  Department  issued  to  it  a  certifi¬ 
cate  authorizing  it  to  continue  business  as  a  county  assessment 
corporation  in  the  territory  named  above. 

No  previous  examination  of  the  company  has  been  made  by 
this  Department. 

The  assets  and  liabilities  of  the  company  on  June  7,  1912,  were 
as  follows: 

Assets 


Assessment  uncollected  .  $6,930  00 

Cash  on  hand .  49  52 

Due  from  agents  .  162  38 


Total  assets  .  $7,141  90 


Liabilities 


Unpaid  losses  .  $4,200  00 

Unpaid  losses  (disputed)  .  500  00 

Borrowed  money  .  3,385  00 

Due  secretary  .  149  70 

Due  agents  .  17  00 

Accrued  interest  .  30  50 


$8,282  20 


Total  liabilities 


Reports  ox  Official  Examination 


Assets 

The  principal  asset  of  the  company  is  an  uncollected  assess¬ 
ment  which  was  levied  June  1,  1912,  at  the  rate  of  22  cents  per 
$100  of  insurance.  Other  assets  of  the  company  consist  of  the 
balance  of  $49.52  shown  by  the  cash  book  and  the  sum  of  $162.38 
due  from  agents. 

Liabilities 

Idie  company  owes  on  losses  $4,200.  Of  this  sum  a  loss  esti¬ 
mated  at  $1,700  is  unadjusted.  The  company  is  also  disputing  a 
loss  of  $500.  The  voucher  of  the  bank  shows  that  the  company 
owes  it  on  loans  $3,385,  but  the  secretary  stated  that  his  record 
showed  $3,100  due.  I  would  recommend  that  a  separate  account 
be  kept  in  the  cash  book  of  borrowed  money  so  that  it  will  clearly 
appear  what  is  outstanding  on  notes. 

Other  liabilities  are  $149.70  due  the  secretary,  $17  due  to 
agents  and  $30.50  accrued  interest  on  borrowed  money. 

Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  three  years. 
The  company  insures  farm  property,  detached  village  residences, 
churches  and  schools.  FTo  classification  is  made,  each  policy¬ 
holder  paying  the  same  rate  of  assessment. 

The  directors  act  as  agents  of  the  company  in  taking  applica¬ 
tions  and  making  surveys.  Some  of  the  directors  also  appoint 
sub-agents.  For  taking  the  applications  and  making  the  survey 
the  director  receives  a  fee  of  $1  which  is  collected  by  him  from 
Ihe  insured. 

In  case  of  loss  the  president  appoints  from  one  to  three  ad¬ 
justers  who  act  for  the  company. 

Money  is  paid  out  by  check  signed  by  the  treasurer. 

The  secretary  states  that  the  largest  amount  insured  in  any 
one  risk  is  $6,600. 

The  accounts  of  the  company  are  audited  annually  by  a  com¬ 
mittee  of  three  policyholders. 

Records 

In  accordance  with  the  requirements  of  the  by-laws  the  secre¬ 
tary  keeps  a  policy  register,  and  minutes  of  the  meetings  of  the 


Reports  ox  Official  Examination 


569 


board  of  directors  and  executive  committee.  Applications  are 
kept  on  file  in  the  office  of  the  company  until  near  the  expiration 
of  the  policy,  then  they  are  sent  to  the.  director  who  is  to  take 
the  new  application.  I  would  recommend  that  this  practice  be 
discontinued  and  that  no  application  leave  the  office  except  as 
evidence  in  court. 

In  case  of  loss  the  company  has  no  receipt  except  the  cancelled 
check.  I  would  recommend  that  the  secretary  secure  in  every 
case  a  receipt  which  shall  recite  that  the  amount  named  therein 
is  accepted  by  the  insured  as  full  payment  for  all  claims  against 
the  company  on  account  of  the  loss  for  which  payment  is  made. 

Assessments 

Assessments  are  levied  semi-annually  in  June  and  December. 
The  company  borrows  money  to  pay  losses  and  the  assessment  is 
usually  estimated  to  be  large  enough  to  pay  the  indebtedness  and 
create  a  small  surplus  as  well.  Hew  members  are  assessed  only 
their  pro  rata  share  of  losses  and  expenses  which  have  accrued 
since  they  became  members.  Xo  penalty  for  delinquency  in  pay¬ 
ment  of  assessments  is  made  unless  suit  for  collection  is  brought. 

Advance  Payment 

The  company  collects  in  advance  a  policy  fee  of  $1  and  a  per¬ 
centage  of  10  cents  on  each  $100  of  insurance. 

Bonds 

X o  officers  of  the  company  are  bonded.  I  would  recommend 
that  the  treasurer  give  bond  in  such  sum  and  with  such  sureties 
as  in  the  opinion  of  the  directors  will  amply  protect  the  policy¬ 
holders  against  loss. 

Officers 

The  officers  of  the  company  and  salaries  paid  in  1911  are  as 
follows : 

President  —  D.  \Y.  Hober,  Canisteo,  X.  Y.,  $125  per  annum. 

Vice-President  —  P.  E.  Stephens,  R.  1).  1.  Canisteo.  X.  Y. 

Secretary -Treasurer — J.  A.  Almy,  Canisteo,  X.  V’,,  $10  per  v.'eek. 

The  executive  committee  consists  of  the  president,  the  secretary 
and  one  director. 

The  principal  office  of  the  company  is  located  at  Canisteo, 

X.  Y. 
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THE  FARMERS  CO-OPERATIVE  FIRE  INSURANCE  AS¬ 
SOCIATION  OF  THE  TOWNS  OF  CLAY,  CAMILLUS, 
LYSANDER  AND  VAN  BUREN 

Baldwinsville,  N.  Y. 

Examination  on  condition  as  of  September  11,  1912. 

Report  dated  September  23,  1912. 

Examiner:  J.  H.  Middleton. 

This  company  appears  to  have  been  organized  in  August,  1881, 
as  a  co-operative  fire  insurance  company.  Its  certificate  of  in¬ 
corporation  sets  forth  its  intention  to  transact  business  in  the 
towns  of  Clay,  Camillus,  Lysander  and  Van  Buren  in  Onondaga 
county,  and  no  extension  beyond  such  territory  has  ever  been 
made. 

On  December  27,  1910,  the  Department  issued  to  it  a  certifi¬ 
cate  authorizing  it  to  continue  business  as  a  town  assessment  co¬ 
operative  fire  insurance  corporation  in  the  territory  named  above. 

No  previous  examination  of  the  company  has  been  made  by 
the  Department. 

The  assets  and  liabilities  of  the  company  on  September  11, 
1912,  were  as  follows: 

Assets 


Cash  in  office  .  $12  50 

Cash  in  bank  . . .  1,148  89 

Unpaid  premiums  .  236  82 


Total  assets  .  $1,398  21 


Liabilities 

Unpaid  losses  (unadjusted)  .  $10  00 

Directors’  fees  accrued .  112  50 

Due  secretary  .  75  00 


Total  liabilities  . , . .  .  .  $197  50 


Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property  only.  No  classification  is 
made,  each  policyholder  paying  the  same  rate  of  assessment. 

The  company  has  13  directors,  whose  duty  it  is  to  take  applica¬ 
tions,  inspect  risks,  collect  premiums  and  adjust  losses.  For 
taking  applications,  the  director  receives  $1.50  per  application. 
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Money  is  paid  out  by  cheek  signed  by  the  secretary. 

The  secretary  states  that  the  largest  amount  insured  in  any 
one  risk  is  $7,000. 

The  executive  committee  passes  on  all  bills. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre¬ 
tary  keeps  a  policy  register,  minutes  of  the  meetings  of  the 
members  and  of  the  board  of  directors  and  all  applications.  I 
would  recommend  that  the  company  also  keep  a  record  of  the 
business  transacted  by  the  executive  committee  as  provided  for 
by  the  by-laws.  The  records  of  the  company  are  not  properly 
protected  in  case  of  fire. 

Assessments 

Assessments  are  usually  levied  annually  in  October.  The 
amount  of  the  assessment  is  usually  based  on  the  amount  of  losses 
which  have  been  sustained,  but  is  estimated  to  raise  a  surplus 
as  well.  Assessments  are  paid  to  the  secretary.  Hew  members 
are  usually  assessed  the  full  amount.  Ho  penalty  for  delinquency 
in  payment  of  assessment  is  charged. 

Insurance  in  Force 

On  December  31,  1911,  there  were  1,346  policies  and  $3,338,- 
975  of  insurance  in  force. 

Advance  Payment 

The  company  charges  in  advance  a  policy  fee  of  $1.50  on  all 
policies.  In  addition  to  this  amount  it  charges  a  percentage  of 
20  cents  for  $100  of  insurance. 

Bonds 

Ho  officers  of  the  company  are  bonded. 

Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows : 

President  —  F.  W.  Fenner,  Baldwinsville,  X.  Y.,  $300  per  year. 

Vice-President  —  Fred  L.  Fisher,  Baldwinsville,  N.  Y. 

Secretary-Treasurer  —  Otis  M.  Bigelow,  Baldwinsville,  N.  Y. 
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In  lieu  of  a  salary  the  secretary  receives  $1  per  policy  written 
and  $100  per  year  for  making  assessments. 

I  he  executive  committee  is  composed  of  the  president,  the  vice- 
president  and  one  director. 

Ihe  principal  office  of  the  corporation  is  at  Baldwinsville,  X.  Y. 


THE  FARMERS  MUTUAL  IXSURAXCE  COMPAXY  OF 
ORLEAXS  AXD  XIAGARA  COUXTIES 

Middleport,  X.  Y. 

Examination  on  condition  as  of  September  9,  1912. 

Report  dated  September  26,  1912. 

Examiner:  J.  H  Middleton . 

This  company  appears  to  have  been  organized  in  December, 
1877,  as  a  voluntary  co-operative  fire  insurance  association.  It 
appears  to  have  incorporated  in  September,  1881.  Its  certificate 
of  incorporation  sets  forth  its  intention  to  transact  business  in 
the  counties  of  Orleans  and  Xiagara,  and  no  extension  beyond 
such  territory  has  ever  been  made. 

On  December  27,  1910,  the  Department  issued  to  it  a  certifi¬ 
cate  authorizing  it  to  continue  business  as  a  county  assessment 
co-operative  fire  insurance  corporation  in  the  territory  named 
above. 

Xo  previous  examination  of  the  company  has  been  made  by 
the  Department. 

The  assets  and  liabilities  of  the  company  on  September  9, 


1912,  were  as  follows: 

Assets 

Cash  in  hands  of  treasurer  .  $115  66 


Total  assets  .  $115  66 


Liabilities 

Unpaid  losses  .  $700  00 

Borrowed  money  .  27.388  45 

Officers’  fees  accrued  (estimated) .  3,000  00 


$31,088  45 


Total  liabilities 
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Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property,  village  dwellings,  schools 
and  churches.  No  classification  is  made,  each  policyholder  pay¬ 
ing  the  same  rate  of  assessment. 

The  company  employs  its  directors  and  one  agent  to  take  ap¬ 
plications  and  inspect  risks.  For  taking  applications,  the  director 
or  agent  receives  $1.50  per  application  on  new  applications  hut 
on  renewals  is  paid  at  the  rate  of  $3  per  day  for  time  spent. 

Losses  are  adjusted  hy  the  local  director,  assisted  hy  two  ad¬ 
justers,  hut  in  case  of  small  losses  the  local  director  alone  acts. 

Money  is  paid  out  on  order  signed  hy  the  president  and  secre¬ 
tary.  Checks  are  signed  by  the  treasurer. 

The  secretary  states  that  the  largest  amount  insured  in  any 
one  risk  is  $7,000. 

The  finance  committee,  composed  of  the  director  at  large  and 
the  executive  committee,  audit  the  accounts  of  the  company 
annually. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre¬ 
tary  keeps  a  policy  register,  minutes  of  the  meetings  of  the  mem¬ 
bers  and  of  the  hoard  of  directors  and  executive  committee  and 
all  applications.  I  would  recommend  that  the  secretary  also  keep 
a  cash  hook  in  which  shall  be  entered  all  sums  received  and  dis¬ 
bursed  hy  the  company  and  shall  show  at  all  times  the  condition 
of  the  company. 

Assessments 

Assessments  are  usually  levied  annually  in  September.  The 
amount  of  the  assessment  is  usually  based  on  the  amount  of  losses 
which  have  been  sustained,  but  is  estimated  to  create  also  a  small 
surplus.  Assessments  are  paid  to  the  local  director  or  to  a  col¬ 
lector  appointed  by  him  and  then  transmitted  to  the  treasurer. 
New  members  are  assessed  for  only  their  pro  rata  share  of  losses 
and  expenses  incurred  during  their  period  of  membership.  No 
penalty  for  delinquency  in  payment  of  assessments  is  charged. 

Insurance  in  Force 

On  December  31,  1911,  there  were  5,168  policies  and  $11,454,- 
793  of  insurance  in  force. 
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Advance  Payment 

The  company  charges  in  advance  a  policy  fee  of  $1.50  on  new 
policies  but  makes  no  charge  on  renewals. 

Bonds 

The  secretary  and  treasurer  have  each  given  a  personal  bond 
in  the  sum  of  $10,000. 

Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows : 

President  —  James  Allen,  Middleport,  N.  Y. 

Vice-President  —  D.  R.  Watson,  Medina,  N.  Y. 

Secretary  —  E.  A.  Pearce,  Middleport,  N.  Y.,  $1,000  per  year. 

Treasurer  —  W.  V.  Peterson,  Ransomville,  N.  Y. 

The  executive  committee  is  composed  of  the  president,  the 
vice-president,  the  secretary  and  the  treasurer. 

The  principal  office  of  the  corporation  is  at  Middleport,  N.  Y. 


THE  EIRE  RELIEF  ASSOCIATION  OF  WAYNE 

COUNTY 

Newark,  N.  Y.. 

Examination  on  condition  as  of  October  28,  1912. 

Report  dated  November  11,  1912. 

Examiner :  J.  II.  Middleton. 

This  company  appears  to  have  been  organized  in  February, 
1878,  as  a  voluntary  co-operative  fire  insurance  association.  In 
January,  1883,  it  appears  to  have  incorporated.  Its  certificate  of 
incorporation  sets  forth  its  intention  to  transact  business  in  the 
counties  of  Wayne,  Monroe,  Ontario,  Seneca  and  Cayuga,  and 
no  extension  beyond  such  territory  has  ever  been  made. 

On  December  27,  1910,  the  Department  issued  to  it  a  certifi¬ 
cate  authorizing  it  to  continue  business  as  a  county  assessment 
co-operative  fire  insurance  corporation  in  the  territory  named 
above. 

No  previous  examination  of  the  company  has  been  made  by 
this  Department. 

The  assets  and  liabilities  of  the  company  on  October  28,  1912, 
were  as  follows: 
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Assets 

Cash  in  bank  .  $1,036  28 

Unpaid  premiums  .  1,759  55 

Unpaid  assessments  (estimated)  .  19,600  00 


Total  assets  .  $22,395  83 


Liabilities 

Unpaid  losses  (unadjusted)  .  $100  00 

Due  secretary  .  125  00 

Unpaid  bills  .  50  00 

Owe  directors  .  927  00 


Total  liabilities  .  $1,202  00 


Assets 

The  assets  of  the  corporation  include  the  sum.  of  $1,036.28 
cash  in  bank.  There  is  also  an  assessment  in  course  of  collection 
on  which  the  company  expects  still  to  collect  $19,600.  In  ad¬ 
dition  to  the  above  there  is  $1,759.55  due  from  policyholders  on 
account  of  advance  payments. 

Liabilities 

The  liabilities  of  the  corporation  include  unpaid  losses  amount¬ 
ing  to  approximately  $100.  There  are  also  outstanding  unpaid 
bills  of  $50,  and  $1,052  due  to  officers  and  directors. 

Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property,  detached  village  dwellings 
and  grange  halls.  Property  is  divided  into  two  classes.  The  first 
class  includes  farm  buildings  occupied  by  owners  where  build¬ 
ings  are  more  than  50  feet  from  other  buildings,  and  the  second 
class  includes  farm  property  occupied  by  tenants  or  two  families 
and  where  buildings  are  from  35  to  50  feet  apart,  and  grange 
halls.  The  first  class  is  assessed  at  a  flat  rate  and  the  second 
at  one  and  one-fourth  times  the  first  class. 

It  is  the  duty  of  the  directors  to  take  applications,  inspect  risks, 
collect  premiums  and  assessments,  and  assist  in  the  adjustment 
of  losses.  For  taking  applications,  the  director  receives  $1.50 
per  application. 
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Losses  are  adjusted  by  the  local  director,  a  person  appointed  by 
the  loser  and  the  secretary  or  some  person  appointed  by  him. 

Money  is  paid  out  by  check. 

I  he  secretary  states  that  the  largest  amount  insured  in  any  one 
risk  is  $5,000. 

Membership  in  the  company  is  limited  to  members  of  the 
Patrons  of  Husbandry. 

The  executive  committee  audits  the  accounts  of  the  company. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre¬ 
tary  keeps  a  policy  register,  minutes  of  the  meetings  of  the  mem¬ 
bers  and  of  the  board  of  directors  and  executive  committee  and 
all  applications. 

Assessments 

Assessments  are  usually  levied  annually  on  October  1.  The 
amount  of  the  assessment  is  usually  based  on  the  amount  of  losses 
which  it  is  estimated  will  be  incurred  during  the  coming  year. 
Assessments  are  paid  to  the  local  director  and  by  him  transmitted 
to  the  secretary.  Ho  penalty  for  delinquency  in  payment  of 
assessments  is  exacted. 


Insurance  in  Force 

On  December  31,  1911,  there  were  3,837  policies  and  $9,229,- 
744  of  insurance  in  force. 

Advance  Payment 

The  company  charges  in  advance  a  policy  fee  of  $1  on  all 
policies.  In  addition  to  this  amount  it  charges  a  percentage  of 
10  cents  for  each  $100  of  insurance  on  property  in  the  first  class 
and  121/o  cents  for  each  $100  of  insurance  on  property  in  the 
second  class. 

Bonds 

The  secretary  has  given  a  bond  in  the  sum  of  $5,000  with  in¬ 
dividual  surety.  Some  of  the  directors  have  also  sfiven  bonds. 

*  o 
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Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows : 

President  —  Albert  Youmans,  Walworth,  X.  Y. 

Secretary  —  O.  M.  Lincoln,  Newark,  X.  Y.,  $500  per  annum. 

Treasurer  —  W.  H.  Osborne,  Clyde,  X.  Y.,  $50  per  annum. 


The  executive  committee  is  composed  of  the  president,  the 
secretary  and  the  treasurer. 

The  principal  office  of  the  corporation  is  at  the  residence  of  the 
secretary  at  Newark,  17.  Y. 


THE  GERM  AH  -AMERICAN  MUTUAL  FIRE  INSURANCE 
ASSOCIATION  OF  NIAGARA  COUNTY,  NEW  YORK 

Martinsville,  N.  Y. 

Examination  on  condition  as  of  September  6,  1912. 

Report  dated  October  2,  1912. 

Examiner :  J.  H.  Middleton. 

This  company  appears  to  have  been  organized  in  May,  1896,  as 
a  co-operative  fire  insurance  company.  Its  certificate  of  incorpora¬ 
tion  sets  forth  its  intention  to  transact  business  in  the  countv  of 

t/ 

Niagara,  and  no  extension  beyond  such  territory  has  ever  been 
made. 

On  December  27,  1910,  the  Department  issued  to  it  a  certificate 
authorizing  it  to  continue  business  as  a  county  assessment  co-opera¬ 
tive  fire  insurance  corporation  in  the  territory  named  above. 

No  previous  examination  of  the  company  has  been  made  by  this 
Department. 

The  assets  and  liabilities  of  the  company  on  September  6,  1912, 
were  as  follows : 

Assets 


Cash  in  bank  .  $617  11 

Real  estate  (office  building)  .  500  00 

Total  assets  .  $1,117  11 
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Liabilities 


Unpaid  losses  .  $7,392  86 

Borrowed  money  .  3,250  00 

Total  liabilities  .  $10,642  86 


Assets 

The  assets  of  the  corporation  include  the  sum  of  $617.11  cash  in 
bank.  This  sum  is  deposited  to  the  credit  of  the  company  in  the 
State  Rational  Bank  of  North  Tonawanda,  R.  Y.  The  company 
also  owns  its  office  building  and  lot,  which  it  values  at  $500.  The 
company  has  a  deed  of  the  land  but  no  evidence  as  to  the  title  being 
well  vested  in  the  company. 

Liabilities 

The  liabilities  of  the  corporation  include  unpaid  losses  (as 
stated  by  the  secretary),  amounting  to  $7,392.86.  The  only  other 
liability  of  the  company  appears  to  be  the  sum  of  $3,250,  borrowed 
money. 

t/ 

Method  of  Business 

Policies  are  issued  bv  the  secretary  for  the  term  of  five  years. 

«/  e/  «/ 

The  company  insures  farm  property,  village  dwellings,  school- 
houses  and  churches,  and  has  also  in  force  some  blacksmith  shops 
and  saloons.  Ro  classification  is  made,  each  policyholder  paying 
the  same  rate  of  assessment. 

The  company  employs  directors,  whose  duty  it  is  to  take  appli¬ 
cations,  inspect  risks,  collect  premiums  and  assessments  and  adjust 
losses.  For  taking  application,  the  director  receives  the  percentage. 

Losses  are  adjusted  by  the  local  director,  assisted  by  one  other 
director. 

Money  is  paid  out  on  order  signed  by  the  president  and  secre¬ 
tary.  Checks  are  signed  by  the  treasurer. 

The  secretary  states  that  the  largest  amount  insured  in  any  one 
risk  is  $3,500.  He  states  further,  however,  that  the  company  has 
insured  nearly  all  the  property  in  the  so-called  village  of  Martins¬ 
ville.  This  property  is  composed  almost  entirely  of  frame 
dwellings,  not  widely  separated.  The  total  amount  of  this  insur¬ 
ance  is  $170,000. 

The  accounts  of  the  company  are  audited  annually  by  two 
directors. 
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Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre¬ 
tary  keeps  a  policy  register,  minutes  of  the  meetings  of  the  mem¬ 
bers  of  the  board  of  directors  and  executive  committee  and  all 
applications. 

Assessments 

Assessments  are  usually  levied  annually  in  September.  The 
amount  of  the  assessment  is  usually  based  on  the  amount  of  losses 
which  have  been  sustained,  but  is  sometimes  estimated  to  create 
a  small  surplus.  Assessments  are  paid  to  the  local  director  and 
by  him  transmitted  to  the  secretary.  Hew  members  are  assessed 
for  only  their  pro  rata  share  of  losses  and  expenses  incurred  dur¬ 
ing  their  period  of  membership. 

Insurance  in  Force 

On  December  31,  1911,  there  were  1,655  policies  and  $2,950,911 
of  insurance  in  force. 

Advance  Payment 

The  company  charges  in  advance  a  policy  fee  of  25  cents  on  all 
policies.  In  addition  to  this  amount  it  charges  a  percentage  of  5 
cents  for  $100  of  insurance,  hut  not  less  than  50  cents  in  any  case. 
There  are  also  certain  short  term  policies  issued  on  which  the 
company  charges  50  cents  per  $100  of  insurance,  in  advance. 

Bonds 

The  treasurer  has  given  a  personal  bond  in  the  sum  of  $1,000. 
Directors  give  bonds  varying  in  amount  from  $300  to  $1,000. 

Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows : 

President — Julius  Stolzenburg,  Martinsville,  N.  Y. 

Vice-President  —  Christian  C.  Fritz,  Martinsville,  X.  Y. 

Secretary  —  Martin  W.  Miller,  Xorth  Tonawanda,  X.  Y. 

Treasurer  —  Aaron  Sattelberg,  Martinsville,  X.  Y. 

In  lieu  of  a  salary  the  secretary  receives  25  cents  per  policy 
issued  and  $2  per  day  for  time  spent  in  connection  with  assess¬ 
ments. 
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The  executive  committee  is  composed  of  the  president,  the 
vice-president,  the  secretary,  the  treasurer  and  one  director. 

The  principal  office  of  the  corporation  is  at  Martinsville,  N.  Y. 


GHENT  MUTUAL  EIRE  INSURANCE  COMPANY 


Ghent,  N.  Y. 

Examination  on  condition  as  of  July  26,  1912. 
Report  dated  August  7,  1912. 

Examiner :  J.  II.  Middleton. 


The  officers  of  this  company  state  that  it  was  organized  about 
fifty  years  ago,  but  the  exact  date  is  unknown.  In  January,  1889, 
it  appears  to  have  incorporated.  Its  business  has  been  confined 
entirely  to  the  town  of  Ghent  in  Columbia  county. 

On  December  27,  1910,  the  Department  issued  to  it  a  certificate 
of  authority  to  continue  business  as  a  town  assessment  corporation 
in  the  territory  named  above. 

No  previous  examination  of  the  company  has  been  made  by  the 
Department. 

The  assets  and  liabilities  of  the  company  on  July  26,  1912,  were 
as  follows : 

Assets 


Cash  in  hands  of  secretary .  $315  99 

Assessments  in  course  of  collection  .  287  83 

Total  assets  .  $603  82 


Liabilities 


Unpaid  losses  .  $400  00 

Borrowed  money  .  160  00 

Total  liabilities  .  $560  00 


Method,  of  Business 

Policies  are  issued  bv  the  secretary  for  the  term  of  five  vears. 
The  company  insures  farm  property,  village  residences,  stores, 
blacksmith  shops,  schools  and  sawmills.  No  classification  is  made, 
each  policyholder  paying  the  same  rate  of  assessment. 
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Applications  are  taken  by  the  secretary  who  also  inspects  risks, 
collects  premiums  and  levies  and  receives  assessments  and  assists 
in  the  adjustment  of  losses. 

Large  losses  are  adjusted  by  the  board  of  directors. 

Money  is  paid  out  by  the  secretary  on  his  personal  check. 

The  secretary  states  that  the  largest  amount  insured  in  any  one 
hazard  is  $6,000. 

The  board  of  directors  audit  the  accounts  of  the  company. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre¬ 
tary  keeps  a  policy  register  and  minutes  of  the  meetings  of  the 
company  and  of  the  board  of  directors. 

Assessments 

Assessments  are  levied  only  when  necessary  to  pay  losses. 

The  amount  of  the  assessment  is  usually  based  on  the  amount 
of  losses  which  have  been  sustained  and  is  also  estimated  to  create 
a  small  surplus.  Assessments  are  paid  to  collectors  who  are  ap¬ 
pointed  by  the  board  of  directors,  and  the  collectors  transmit  the 
sums  collected  to  the  secretary.  Hew  members  are  assessed  only 
for  their  share  of  losses  which  occur  while  they  are  members  of  the 
company. 

Insurance  in  Force 

On  December  31,  1911,  there  were  298  policies  and  $611,231 
of  insurance  in  force. 

Advance  Payment 

The  company  charges  in  advance  a  policy  fee  of  $1  on  each 
policy,  but  charges  no  percentage. 

Bonds 

The  directors  delegated  to  receive  the  assessment  give  personal 
bonds  in  double  the  amount  of  each  assessment. 

Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows : 

President  —  Laton  Moore,  Ghent,  X.  Y.,  $12  per  annum. 

Secretary-Treasurer  —  John  IT.  Shult,  Ghent,  X.  Y. 
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In  lieu  of  a  salary  the  secretary  receives  $1  for  taking  an  appli¬ 
cation  and  making  the  survey,  $6  for  making  out  an  assessment 
and  2  per  cent,  for  collecting  an  assessment  of  less  than  $1,000, 
and  1  per  cent,  for  collecting  an  assessment  of  more  than  $1,000. 

The  company  has  no  executive  committee. 

The  principal  office  of  the  corporation  is  at  the  residence  of  the 
secretary  in  Ghent,  N.  Y. 

t/  y 


GREENWICH  TOWN  FIRE  INSURANCE  COMPANY 

Greenwich,  N.  Y. 

Examination  on  condition  as  of  August  28,  1912. 

Report  dated  September  21,  1912. 

Examiner:  J.  II.  Middleton. 

This  company  appears  to  have  been  organized  in  February,  1891, 
as  a  co-operative  fire  insurance  company.  Its  certificate  of  incor¬ 
poration  sets  forth  its  intention  to  transact  business  in  the  town 
of  Greenwich,  county  of  Washington,  and  no  extension  beyond  such 
territory  has  ever  been  made. 

On  December  27,  1910,  the  Department  issued  to  it  a  certificate 
authorizing  it  to  continue  business  as  a  town  assessment  co-opera¬ 
tive  fire  insurance  corporation  in  the  territory  named  above. 

No  previous  examination  of  the  company  has  been  made  by  the 
Department. 

The  assets  and  liabilities  of  the  company  on  August  28,  1912, 
were  as  follows : 

Assets 


Cash  in  hands  of  secretary .  $137  66 

Total  assets  .  $137  66 


Liabilities 


Unpaid  losses  .  $00  00 

Borrowed  money  .  50  00 

Bills  due  .  14  00 


$154  00 


Total  liabilities 
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Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property,  detached  village  dwellings, 
schoolhouses  and  churches.  Ho  classification  is  made,  each  policy¬ 
holder  paying  the  same  rate  of  assessment. 

The  duties  of  the  secretary  include  taking  applications,  inspect¬ 
ing  risks,  collecting  premiums  and  assessments  and  assisting  in 
the  adjustment  of  losses. 

Large  losses  are  adjusted  by  the  whole  board  of  directors  but  in 
case  of  smaller  losses  a  committee  acts  and  in  case  of  losses  less 
than  $50  the  secretary  does  the  adjusting. 

Money  is  paid  out  by  the  secretary  on  his  personal  check. 

The  secretary  states  that  the  largest  amount  insured  in  any  one 
risk  is  $4,000. 

The  board  of  directors  audits  the  accounts  of  the  company 
annually. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre¬ 
tary  keeps  a  policy  register,  minutes  of  the  meetings  of  the  mem¬ 
bers  and  of  the  board  of  directors  and  all  applications. 

Assessments 

Assessments  are  levied  only  when  necessary  to  pay  losses. 

The  amount  of  the  assessment  is  usually  based  on  the  amount 
of  losses  which  have  been  sustained,  but  is  also  estimated  to  raise 
a  slight  surplus  for  current  expenses.  Assessments  are  paid  to  the 
secretary.  Hew  members  are  assessed  for  only  their  pro  rata  share 
of  losses  and  expenses  incurred  during  their  period  of  membership. 
A  penalty  of  5  per  cent,  is  charged  persons  who  are  delinquent  in 
the  payment  of  assessments. 

Insurance  in  Force 

On  December  31,  1911,  there  were  392  policies  and  $648,450 
of  insurance  in  force. 

Advance  Payment 

The  company  charges  in  advance  a  policy  fee  of  $2  on  all  policies 
but  charges  no  percentage. 
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Bonds 

Xo  officer  of  the  company  is  bonded. 

Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows : 

President  —  Duane  M.  Hall,  Greenwich,  X.  Y. 

Vice-President  —  Horton  A.  Barbur,  Greenwich,  X.  Y. 

Secretary-Treasurer  —  0.  W.  Tefft,  Greenwich,  X.  Y. 

In  lien  of  a  salary  the  secretary  receives  $1  for  each  policy 
written,  $10  for  making  assessments  and  1  per  cent,  for  collection. 
The  company  has  no  executive  committee. 

The  principal  office  of  the  corporation  is  at  the  residence  of  the 
secretary  at  Greenwich,  X.  Y. 


GUILDERLAXD  MUTUAL  IXSURAXCE  ASSOCIATIOX 

Guilderland  Center,  X.  Y. 

Examination  on  condition  as  of  October  9,  1912. 

Report  dated  October  21,  1912. 

Examiner:  J.  H.  Middleton. 

This  company  appears  to  have  been  organized  in  February, 
1854,  as  a  voluntary  co-operative  fire  insurance  association.  In 
February,  1873,  it  was  incorporated  by  special  act  of  Legislature. 
The  territory  in  which  the  company  was  to  transact  business  was 
limited  to  the  town  of  Guilderland  in  Albany  county,  and  no 
extension  beyond  such  territory  has  ever  been  made. 

On  December  27,  1910,  the  Department  issued  to  it  a  certifi¬ 
cate  authorizing  it  to  continue  business  as  a  town  assessment 
co-operative  fire  insurance  corporation  in  the  territory  named 
above. 

Xo  previous  examination  of  the  company  has  been  made  by 
this  Department. 

The  assets  and  liabilities  of  the  company  on  October  9,  1912, 
were  as  follows: 
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Assets 

Cash  in  hands  of  secretary .  $909  31 

Uncollected  assessments  .  200  00 

Total  assets  .  $1,109  31 

Liabilities 

Unpaid  losses  .  $1,075  00 

Total  liabilities  .  $1,075  00 


Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property,  schoolhouses,  churches,  vil¬ 
lage  dwellings,  hotels,  factories  and  mercantile  establishments. 
Risks  are  divided  into  four  classes.  The  first  class  includes 
farm  property  and  detached  village  dwellings,  the  second  class 
includes  factories,  grist  mills,  churches  and  school  buildings,  the 
third  class  includes  property  in  villages  not  specified  in  other 
classes  and  buildings  used  for  hotels  and  mercantile  establish¬ 
ments  and  the  fourth  class  includes  property  situated  within  40 
feet  of  the  boundary  line  of  any  railroad  and  other  descriptions 
of  hazardous  property.  Risks  in  the  first  class  are  assessed  at  a 
flat  rate,  the  second  class  1%  times  the  first,  the  third  class 
double  the  first  and  the  fourth  class  three  times  the  first. 

The  company  employs  an  agent  whose  duty  it  is  to  take  ap¬ 
plications,  inspect  risks,  collect  premiums  and  assessments.  For 
taking  applications  the  agent  receives  $1.25  per  application,  and 
for  collecting  an  assessment,  $40. 

Losses  are  usually  adjusted  by  the  executive  committee. 

Money  is  paid  out  in  cash  by  the  secretary. 

The  secretary  states  that  the  largest  amount  insured  in  any 
one  risk  is  $4,000. 

The  accounts  of  the  company  are  examined  at  the  annual 
meeting. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre¬ 
tary  keeps  a  policy  register,  minutes  of  the  meetings  of  the  mem¬ 
bers  and  of  the  board  of  directors  and  executive  committee,  and 
all  applications. 
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Assessments 

Assessments  are  levied  only  when  necessary  to  pay  losses.  The 
amount  of  the  assessment  is  usually  based  on  the  amount  of  losses 
which  have  been  sustained.  Assessments  are  paid  to  the  agent 
and  by  him  transmitted  to  the  secretary.  Hew  members  are  as¬ 
sessed  for  only  their  pro  rata  share  of  losses  and  expenses  in¬ 
curred  during  their  period  of  membership.  The  company  makes 
no  charge  for  delinquency  in  payment  of  assessments.  Two-thirds 
of  the  assessment  is  payable  in  60  days  and  the  balance  at  the 
end  of  90  days  from  the  time  of  levying  it. 

Insurance  in  Force 

On  December  31,  1911,  there  were  534  policies  and  $947,705 
of  insurance  in  force. 


Advance  Payment 

The  company  charges  in  advance  a  policy  fee  of  $2  on  all 
policies.  In  addition  to  this  amount  it  charges  a  percentage  of 
5  cents  for  $100  of  insurance. 


Bonds 

Ho  officer  of  the  company  is  bonded. 


Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows: 

President  —  E.  F.  Wormer,  Guilderland  Center,  N.  Y. 

Vice-President  —  W.  A.  Brinkman,  R.  D.  2,  Altamont,  X.  Y. 
Secretary-Treasurer  —  W.  A.  Young,  Guilderland  Center,  X.  Y. 

The  executive  committee  is  composed  of  the  president,  the 
vice-president  and  the  secretary. 

The  principal  office  of  the  corporation  is  at  Guilderland  Center, 
H.  Y. 
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HOOSICK  CO-OPERATIVE  FIRE  INSURANCE 

COMPANY 

Hoosick,  N.  Y. 

Examination  on  condition  as  of  July  24,  1912. 

Report  dated  August  9,  1912. 

Examiner :  J.  H.  Middleton. 

This  company  appears  to  have  been  organized  in  February, 
1895,  as  a  co-operative  fire  insurance  company.  Its  certificate  of 
incorporation  sets  forth  its  intention  to  transact  business  in  the 
town  of  Hoosick  in  Rensselaer  county. 

On  December  27,  1910,  the  Department  issued  to  it  a  certificate 
of  authority  to  continue  business  as  a  town  assessment  corporation 
in  the  territory  named  above. 

In  January,  1911,  the  business  of  the  company  was  extended 
into  the  towns  of  Pittstown,  Petersburg  and  Grafton,  all  in 
Rensselaer  county. 

No  previous  examination  of  the  company  has  been  made  by 
the  Department. 

The  assets  and  liabilities  of  the  company  on  July  24,  1912, 
were  as  follows  : 

Assets 


Cash  in  office  .  $11  42 

Unpaid  assessments  .  920  48 

Total  assets  .  $931  90 


Liabilities 


Unpaid  losses  .  $900  00 

Total  liabilities  .  $900  00 


Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property,  detached  village  dwellings, 
schoolhouses  churches  and  country  stores.  Risks  are  divided 
into  three  classes.  The  first  class  includes  buildings  more  than 
40  feet  from  other  buildings;  the  second  class  includes  buildings 
less  than  40  feet  from  other  buildings,  and  churches  and  build¬ 
ings  more  than  100  but  less  than  500  feet  from  steam  railroad 
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tracks;  the  third  class  includes  buildings  less  than  100  feet  from 
railroad  tracks.  Property  in  the  second  class  is  assessed  twice 
as  much  as  property  in  the  first  class;  and  property  in  the  third 
class  is  assessed  three  times  as  much  as  property  in  the  first  class. 

The  company  employs  agents  whose  duty  it  is  to  take  applica¬ 
tions,  inspect  risks  and  collect  policy  fees.  For  taking  applica¬ 
tions,  the  agent  receives  $1  per  application. 

Losses  are  adjusted  by  a  committee  of  directors  appointed  by 
the  president. 

Money  is  paid  out  on  the  order  of  the  board  of  directors. 
Checks  are  signed  by  the  secretary  who  also  passes  on  all  risks. 

The  secretary  states  that  the  largest  amount  insured  in  anv 
one  risk  is  $3,000. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre¬ 
tary  keeps  a  policy  register,  minutes  of  the  meetings  of  the  board 
of  directors  and  all  applications. 


Assessments 

Assessments  are  levied  only  when  necessary  to  pay  losses.  The 
amount  of  the  assessment  is  based  on  the  amount  of  losses  which 
have  been  sustained  but  is  estimated  to  raise  a  slight  surplus  as 
well.  Assessments  are  paid  to  the  secretary.  Hew  members  are 
assessed  onlv  for  losses  which  occurred  since  they  were  members. 

Insurance  in  Force 

On  December  31,  1911,  there  were  253  policies  and  $713,290 
of  insurance  in  force. 

Advance  Payment 

The  company  charges  in  advance  a  policy  fee  of  $2  on  all 
policies,  but  charges  no  percentage. 

Bonds 

Xo  officers  of  the  company  are  bonded. 


Reports  on  Official  Examination 


589 


Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows : 

President  —  Jay  C.  Cottrell,  Hoosick  Falls,  N.  Y. 

Vice-President  —  Dean  A.  Kelyer,  Hoosick  Falls,  X.  Y. 

Secretary-Treasurer  —  John  A.  Harrison,  Hoosick,  N.  Y. 

In  lieu  of  a  salary  the  secretary  receives  2  per  cent,  for  mak¬ 
ing  and  collecting  assessments,  and  50  cents  for  each  policy  issued, 
and  25  cents  for  each  change  made. 

The  company  has  no  executive  committee. 

The  principal  office  of  the  corporation  is  at  the  residence  of  the 
secretary  in  Hoosick,  N.  Y. 


KNOX  MUTUAL  INSURANCE  COMPANY 

Knox,  N.  Y. 

Examination  on  condition  as  of  October  14,  1912. 

Report  dated  October  23,  1912. 

Examiner :  J.  H.  Middleton. 

This  company  appears  to  have  been  organized  in  1858  as  a 
voluntary  co-operative  fire  insurance  association.  Its  articles  of 
association  set  forth  its  intention  to  transact  business  in  the  town 
of  Knox,  county  of  Albany,  and  no  extension  beyond  such  terri¬ 
tory  has  ever  been  made. 

On  December  27,  1910,  the  Department  issued  to  it  a  certifi¬ 
cate  authorizing  it  to  continue  business  as  a  town  assessment  co¬ 
operative  fire  insurance  corporation  in  the  territory  named  above. 

No  previous  examination  of  the  company  has  been  made  by 
this  Department. 

The  assets  and  liabilities  of  the  company  on  October  14,  1912, 
were  as  follows : 

Assets 


Cash  i  ti  bank  .  $40  50 

Unpaid  assessments  .  30  00 

Total  assets  .  $70  50 


None. 


Liabilities 
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Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property,  detached  village  residences, 
schoolhouses,  churches,  hotels,  groceries  and  sawmills.  ETo 
classification  is  made,  each  policyholder  paying  the  same  rate  of 
assessment. 

It  is  the  duty  of  the  secretary  and  assistant  secretary  to  take  ap¬ 
plications,  inspect  risks  and  collect  assessments.  Eor  taking  ap¬ 
plications,  they  receive  $1  per  application. 

Small  losses  are  adjusted  by  the  president  and  secretary,  but 
in  case  of  large  losses  the  board  of  directors  act. 

Money  is  paid  out  by  check  signed  by  the  secretary. 

The  secretary  states  that  the  largest  amount  insured  in  any  one 
risk  is  $3,000. 

The  executive  committee  audits  the  accounts  of  the  company 
annually. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre¬ 
tary  keeps  a  policy  register,  minutes  of  the  meetings  of  the  mem¬ 
bers  and  of  the  board  of  directors  and  executive  committee,  and  all 
applications.  The  records  of  the  company  are  not,  however,  pro¬ 
tected  against  fire  or  theft.  It  would  be  advisable,  in  the  opinion 
of  your  examiner,  for  the  company  to  procure  a  suitable  safe  or 
safes. 

Assessments 

Assessments  are  levied  only  when  necessarv  to  pav  losses.  The 

amount  of  the  assessment  is  usuallv  based  on  the  amount  of  losses 

«/ 

which  have  been  sustained  and  is  figured  at  the  nearest  even  per¬ 
centage.  Assessments  are  paid  to  the  secretary  or  to  the  assistant 
secretary.  Xew  members  are  assessed  for  onlv  their  pro  rata  share 
of  losses  and  expenses  incurred  during  their  period  of  member¬ 
ship.  The  by-laws  provide  that  persons  not  paying  assessments  in 
30  days  shall  be  penalized  an  additional  5  per  cent. 

Insurance  in  Force 

On  December  31,  1911,  there  were  297  policies  and  $406,350 
of  insurance  in  force. 
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Advance  Payment 

The  company  charges  in  advance  a  policy  fee  of  $1.50  on  all 
policies  hut  charges  no  percentage. 

Bonds 

Xo  officer  of  the  company  is  bonded. 

Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows : 

President  —  W.  S.  Sclioomnaker,  Berne,  N.  Y. 

Secretary-Treasurer  —  Perry  C.  Ostrander,  Knox,  N.  Y. 

The  executive  committee  is  composed  of  the  president,  the  secre¬ 
tary  and  one  director. 

The  principal  office  of  the  corporation  is  at  the  residence  of  the 
secretary  at  Knox,  X.  Y. 


THE  LIVIXGSTOX  COUXTY  MUTUAL  FIRE  IXSFR 

AXCE  COMPAXY 

Livonia  Center,  X.  Y. 

Examination  on  condition  as  of  October  30,  1912. 

Report  dated  N ovember  18,  1912. 

Examiner:  J.  H.  Middleton. 

This  company  appears  to  have  been  organized  in  April,  1877, 
as  a  voluntary  co-operative  fire  insurance  association.  It  appears 
to  have  incorporated  in  February,  1881.  Its  certificate  of  incor¬ 
poration  sets  forth  its  intention  to  transact  business  in  the  county 
of  Livingston  and  no  extension  beyond  such  territory  has  ever 
been  made. 

On  December  27,  1910,  the  Department  issued  to  it  a  certificate 
authorizing  it  to  continue  business  as  an  advance  premium  co¬ 
operative  fire  insurance  corporation  in  the  territory  named  above. 

The  only  previous  examination  of  the  company  was  made  by  this 
Department  in  October,  1909. 

The  assets  and  liabilities  of  the  company  on  October  30,  1912, 
were  as  follows : 
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Assets 

Ledger  Assets 

Cash  in  office  .  $69  IS 

Cash  in  banks  and  trust  companies .  13,886  97 

Agents’  balances  over  3  months  due  (net) .  2,063  26 

Agents’  balances  less  than  3  months  due  (net) .  2,201  87 


Total  assets  .  $18,221  28 

Deduct  Assets  Xot  Admitted 

Agents’  balances  over  3  months  due  (net) .  2,063  26 


Total  admitted  assets 


$16,158  02 


Liabilities 


Unearned  premiums  .  $13,993  38 

Unpaid  orders  .  125  77 

Agents’  credit  balances .  2  07 

Officers’  salaries  accrued .  625  00 


Total  liabilities 


$14,746  22 


Excess  of  assets  over  liabilities .  $1,411  80 

A ssets 

The  assets  of  the  corporation  include  the  sum  of  $69.18  cash 
in  office.  There  is  deposited  in  hanks  to  the  credit  of  the  com¬ 
pany  $13,886.97.  There  are  also  unpaid  premiums  and  assess¬ 
ments  due  from  agents  amounting,  after  deducting  commissions, 
to  $4,265.13.  Of  this  sum  $2,063.26  is  represented  by  policies 
written  more  than  three  months  prior  to  the  date  of  examination. 
I  would  recommend  that  the  Department  request  the  company  to 
adopt  a  policy  of  closer  collections  as  the  amount  due  from  agents 
is  unduly  large. 

Liabilities 

The  principal  liability  of  the  corporation  is  on  account  of  un¬ 
earned  premiums  which  amount  to  $13,993.38.  The  other 
liabilities  of  the  corporation  are  on  account  of  officers'  salaries 
accrued  amounting  to  $625,  unpaid  orders  amounting  to  $125.77 
and  one  case  in  which  an  agent  has  overpaid  his  account  $2.07. 
The  unearned  premium  liability  has  been  computed  in  accordance 
with  section  267  of  the  Insurance  Law  as  follows: 


Repoets  ox  Official  Examination 


593 


Year  Written 

Term 

Gross 

premiums 

charged 

Unearned  Unearned 
fraction  premium 

Oct. 

31, 

1911 

to 

Xov.  1, 

1912 . 

.  .  .  1 

vr 

$252 

06 

1/2 

$126  03 

Oct. 

31, 

1910 

to 

Nov.  1, 

1911 . 

.  .  .  2 

yrs 

73 

22 

1/4 

18  31 

Oct. 

31, 

1911 

to 

Xov.  1, 

1912 . 

2 

yrs 

16 

80 

3/4 

12  60 

Oct. 

31, 

1909 

to 

Xov.  1, 

1910 . 

.  .  .  3 

M'S 

•/ 

11,976 

38 

1/6 

1,996  06 

Oct. 

31, 

1910 

to 

Xov.  1, 

1911 . 

.  .  .  3 

yrs 

11,876 

64 

1/2 

5,938  32 

Oct. 

3h 

1911 

to 

Xov.  1, 

1912 . 

. 3 

yrs 

11,280 

49 

5/6 

9,400  41 

Total  .  .  . 

$17,491  73 

80 

per  cent. 

thereof 

13,993  38 

Method  of  Business 

Policies  are  issued  by  the  secretary  usually  for  the  term  of 
three  years  although  a  few  are  one  and  two-year  policies.  The 
company  insures  farm  property  and  village  residences.  On  houses 
and  contents  it  charges  a  premium  of  GO  cents  per  $100  for  three 
years,  on  barns  and  contents  a  premium  of  80  cents  per  $100  for 
three  years,  and  in  case  automobiles  are  stored  in  buildings,  an 
extra  premium  of  15  cents  per  $100  is  added  to  a  three-year  policy. 
Xo  insurance  on  automobiles  is  written,  however. 

The  company  employs  agents,  whose  duty  it  is  to  take  applica¬ 
tions,  inspect  risks  and  collect  premiums.  For  taking  applications 
the  agent  receives  15  per  cent,  commission  and  $5  per  year  salary. 

Large  losses  are  adjusted  by  the  president  and  secretary,  but  in 
case  of  small  losses  the  local  director  acts. 

Monev  is  paid  out  by  check  signed  by  the  secretary  who  then 
turns  oyer  the  receipt  to  the  treasurer. 

I  he  company  takes  only  $3,000  in  a  single  policy  but  will  take 
two  risks  only  40  feet  apart  and  the  secretary  states  that  he  does 
not  know  whether  there  are  two  such  policies  oyer  $2,500  each 
in  force. 

R  ecords 

In  accordance  with  the  requirements  of  the  by-laws,  the  secretary 
keeps  a  policy  register,  minutes  of  the  meetings  of  the  members 
and  of  the  board  of  directors,  and  all  applications.  In  addition  I 
would  recommend  that  the  secretary  keep  minutes  of  the  meetings 
of  the  executive  committee  as  required  by  the  by-laws. 
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Assessments 

During  the  year  1912  the  company  levied  an  assessment  at  the 
rate  of  30  cents  per  $100  of  insurance.  To  the  date  of  examination 
the  company  had  realized  $14,671.90  from  the  assessment. 

Insurance  in  Force 

On  December  31,  1911,  there  were  2,649  policies  and  $5,019,909 
of  insurance  in  force. 


Conflagration  Hazard 

With  the  exception  of  risks  in  excess  of  $5,000  noted  above  the 
secretary  states  that  the  company  has  not  violated  any  of  the  con¬ 
flagration  limitations  of  section  267  of  the  Insurance  Law. 

Bonds 

The  secretary  and  the  treasurer  have  each  given  a  bond  in  the 
sum  of  $5,000  with  individual  sureties,  and  each  agent  with  one 
exception  only  has  given  a  similar  bond  in  the  sum  of  $500. 

Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows : 

President  —  F.  M.  Davis,  Livonia,  X.  Y.,  24  per  cent  on  50  cents  per  $1,000 
of  insurance  written. 

Vice-President  —  A.  J.  Slaiglit,  Tuscarora,  X.  Y. 

Secretary  —  L.  H.  Beecher,  Livonia  Center,  X.  Y.,  76  per  cent  of  50  cents 
per  $1,000  of  insurance  written. 

Treasurer  —  E.  X.  Stone,  Livonia,  X.  Y.,  $5  per  year. 

The  executive  committee  is  composed  of  the  president,  the  vice- 
president  and  the  secretary. 

The  principal  office  of  the  corporation  is  at  the  residence  of  the 

secretarv  near  Livonia  Center,  X.  Y. 

/ 


THE  LIVINGS  TOY  TOWN  INSURANCE  COMPANY 

Livingston,  N.  Y. 

Examination  on  condition  as  of  October  11,  1912. 

Be  port  dated  October  22,  1912. 

Examiner:  J.  II.  Middleton. 

This  company  appears  to  have  been  organized  in  1858,  as  a 
co-operative  fire  insurance  association.  In  February,  1898,  it 


Reports  on  Official  Examination 


595 


appears  to  have  incorporated.  Its  certificate  of  incorporation  sets 
forth  its  intention  to  transact  business  in  the  town  of  Livingston, 
county  of  Columbia,  and  no  extension  beyond  such  territory  has 
ever  been  made. 

On  December  27,  1910,  the  Department  issued  to  it  a  certificate 
authorizing  it  to  continue  business  as  a  town  assessment  co-opera¬ 
tive  fire  insurance  corporation  in  the  territory  named  above. 

No  previous  examination  of  the  company  has  been  made  by  this 
Department. 

The  assets  and  liabilities  of  the  company  on  October  11,  1912, 
were  as  follows: 

Assets 


Cash  in  hands  of  treasurer .  $136  02 

Total  assets  .  $136  02 


Liabilities 

None. 

Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property,  sehoolhouses,  churches,  halls, 
creameries,  blacksmith  shops  and  stores. 

Risks  are  divided  into  two  classes.  The  first  class  includes 
farm  property  and  detached  dwellings.  The  second  class  includes 
churches,  sehoolhouses  and  property  more  hazardous.  No  differ¬ 
ence  in  assessment  is  made  between  the  two  classes,  the  only  dis¬ 
tinction  made  is  in  the  percentage  charged,  which  is  10  cents  per 
$100  of  insurance  on  property  in  the  first  class  and  50  cents  per 
$100  of  insurance  on  property  in  the  second  class. 

It  is  the  duty  of  the  secretary  and  the  board  of  directors  to  take 
applications,  inspect  risks,  collect  premiums  and  assessments.  For 
taking  applications,  the  director  or  secretary  receives  50  cents  per 
application. 

Losses  are  adjusted  by  the  three  appraisers  who  are  appointed 
for  that  purpose. 

Money  is  paid  out  by  check  signed  by  the  treasurer. 

The  secretary  states  that  the  largest  amount  insured  in  any  one 
risk  is  $6,000. 

The  accounts  of  the  company  are  read  off  at  the  annual  meeting. 
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Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre¬ 
tary  keeps  a  policy  register,  minutes  of  the  meetings  of  the  mem¬ 
bers  and  of  the  board  of  directors  and  all  applications. 

Assessments 

Assessments  are  levied  only  when  necessary  to  pay  losses.  The 
amount  of  the  assessment  is  based  on  the  amount  of  losses  which 
have  been  sustained.  Assessments  are  paid  to  the  secretary  and  by 
him  transmitted  to  the  treasurer.  New  members  are  assessed  for 
only  their  pro  rata  share  of  losses  and  expenses  incurred  during 
their  period  of  membership.  No  penalty  for  delinquency  in  pay¬ 
ment  of  assessments  is  exacted. 

Insurance  in  F orce 

On  September  24,  1912,  there  were  334  policies  and  $561,940  of 
insurance  in  force. 

Advance  Payment 

The  company  charges  in  advance  a  policy  fee  of  $1  on  new 
policies  but  charges  no  fee  for  renewals.  In  addition  to  this 
amount  it  charges  a  percentage  of  10  cents  per  $100  of  insurance 
on  property  in  the  first  class  and  50  cents  on  property  in  the 
second  class. 

Bonds 

The  treasurer  has  given  a  personal  bond  in  the  sum  of  $1,000 
and  the  secretarv  in  the  sum  of  $200. 

t 

Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows: 

President  —  S.  J.  Glum,  Livingston,  X.  Y. 

Secretary  —  Tlieron  Moore,  Elizaville,  X.  Y. 

Treasurer  —  Fred  Wilder,  Livingston,  X.  Y. 

In  lieu  of  a  salary  the  secretarv  receives  50  cents  for  each 
application  taken,  50  cents  for  writing  and  recording  each  policy 
and  $25  for  making  and  levying  assessments. 

The  company  has  no  executive  committee. 

The  principal  office  of  the  corporation  is  at  the  town  hall  in 
Livingston,  N.  Y. 
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THE  MERCHANTS’  CO-OPERATIVE  FIRE  INSURANCE 
ASSOCIATION  OF  CENTRAL  NEW  YORK 

Lttica,  N.  Y. 

Examination  on  condition  as  of  July  29,  1912. 

Report  dated  August  9,  1912. 

Examiner :  J.  H.  Middleton. 

This  company  appears  to  have  been  organized  in  August,  1894, 
as  a  co-operative  fire  insurance  company.  Its  certificate  of  incorpo¬ 
ration  sets  forth  its  intention  to  transact  business  in  the  counties 
of  Oneida,  Madison  and  Lewis.  In  March,  1895,  the  territory  was 
extended  to  include  also  the  county  of  Herkimer;  in  July,  1895, 
it  further  extended  into  Otsego  county  and  in  August,  1905,  it 
extended  into  Jefferson  county. 

On  December  27,  1910,  the  Department  issued  to  it  a  certificate 
authorizing  it  to  continue  business  as  an  advanced  premium  co¬ 
operative  fire  insurance  corporation  in  the  six  counties  named 
above. 

The  only  previous  examination  of  the  company  was  made  by 
this  Department  in  September,  1909. 

The  assets  and  liabilities  of  the  corporation  on  July  29,  1912, 
were  as  follows : 

Assets 


Cash  in  office  .  $149  00 

Cash  in  bank  not  at  interest .  84  13 

Cash  in  bank  at  interest .  2,683  00 


Total  assets  .  $2,916  13 


Liabilities 


Unearned  premiums  .  $2,946  10 

Accrued  salaries  .  125  00 

Unpaid  bills  .  12  55 


Total  liabilities  .  $3,083  65 


Assets 

The  assets  of  the  corporation  consist  of  cash  in  office  amounting 
to  $149,  cash  in  bank  not  at  interest  amounting  to  $84.13  and  cash 
in  bank  at  interest  amounting  to  $2,683. 
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Liabilities 

The  principal  liability  of  the  company  is  on  account  of  unearned 
premiums,  which  amounts  to  $2,946.10.  There  are  also  accrued 
salaries  amounting  to  $125  and  small  unpaid  bills  of  $12.55.  The 
unearned  premium  has  been  computed  in  accordance  with  section 
267  of  the  Insurance  Law  as  follows: 


T  otal 

Year  written  Term  premiums 

July  29,  1911  to  July  28,  1912....  1  year  $7,287  12 

July  29,  1911  to  July  28,  1912....  2  years  2  70 

July  29,  1911  to  July  29,  1912....  3  years  44  60 


Un¬ 

earned 

fraction 

% 

% 

% 


Unearned 

premiums 

$3,643  56 
2  02 
37  15 


Total . $3,682  73 

80  per  cent,  thereof .  2,946  18 


Expense  of  Management 

In  1911  the  total  ratio  of  expense  of  management  to  premium 
income  was  25.6  per  cent.  Excluding  from  the  expense  of  manage¬ 
ment,  expenses  “  incurred  in  the  inspection  of  risks  and  adjust¬ 
ment  of  losses  and  legal  expenses  connected  therewith  ”  the  ex¬ 
pense  of  management  was  23.1  per  cent,  of  the  premium  income. 


Conflagration  Hazard 

The  secretary  states  that  the  company  has  not  exceeded  the  con¬ 
flagration  limitations  of  section  267  of  the  Insurance  Law  except 
that  there  are  some  policies  in  force  in  excess  of  $2,000  in  villages 
without  water  protection.  He  states,  however,  that  the  company 
is  taking  steps  to  comply  with  the  law  in  this  respect. 


Insurance  in  Force 

On  December  31,  1911,  there  were  321  policies  and  $449,785 
of  insurance  in  force. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre¬ 
tary  keeps  a  policy  register  and  minutes  of  the  meetings  of  the 
members  and  of  the  board  of  directors  and  executive  committee 
and  all  applications. 

Bonds 

Ho  officers  of  the  company  are  bonded. 
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Management 

All  policies  are  issued  by  the  secretary  who  in  connection  with 
the  executive  committee  passes  on  all  risks.  The  company  employs 
no  agents.  The  secretary  solicits  all  risks  and  makes  all  inspec¬ 
tions  and  adjusts  practically  all  losses. 

The  company  does  not  aim  to  accumulate  a  large  surplus  but 
returns  annually  a  portion  of  the  premium  to  each  policyholder. 
On  November  3,  1911,  the  hoard  of  directors  passed  the  following 
resolution : 

“  Resolved,  That  renewals  for  ensuing  year  in  the  Merchants’  Co-operative 
Fire  Insurance  Association  of  Central  New  York  shall  be  figured  at  100  per 
cent,  of  the  initial  premiums  on  the  several  policies,  but  first  renewals  may 
be  allowed  10  per  cent,  reduction  and  second  renewals  together  with  all 
renewals  of  a  higher  number  may  be  allowed  20  per  cent,  reduction.” 

Money  is  paid  out  by  the  treasurer  on  the  order  of  the  executive 
committee. 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows : 

Officers 

President  —  C.  H.  Phister,  Vernon,  N.  Y.,  nothing. 

Vice-President  —  J.  Edgar  Jones,  Turin,  N.  Y.?  nothing. 

Secretary  —  Giles  A.  Geer,  Utica,  N.  Y.,  $1,500  per  annum. 

Treasurer  —  F.  E.  Gaus,  Utica,  N.  Y.,  $50  per  annum. 

The  three  members  of  the  executive  committee  also  receive  a 
salary  of  $25  per  year. 

The  principal  office  of  the  company  is  located  at  the  residence 
of  the  secretary  in  Utica,  N.  Y. 


THE  MERCHANTS’  AND  FARMERS’  MUTUAL  EIRE 
INSURANCE  COMPANY  OF  SCHOHARIE  AND  AL¬ 
BANY  COUNTIES 

Middleburgh,  N.  Y. 

Examination  on  condition  as  of  December  10,  1912. 

Report  dated  January  28,  1913. 

Examiner:  J.  H.  Middleton. 

This  company  appears  to  have  been  organized  in  June,  1897. 
Its  certificate  of  incorporation  sets  forth  its  intention  to  transact 
business  in  Schoharie  and  Albany  counties.  On  November  9, 
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1897,  the  corporation  appears  to  have  extended  its  business  into 
Otsego  county,  on  January  28,  1898,  into  Delaware  county,  on 
March  25,  1898,  into  Montgomery  county  and  on  April  17,  1905, 
into  Saratoga  and  Washington  counties. 

On  December  27,  1910,  the  Department  issued  to  it  a  certifi¬ 
cate  of  authority  to  continue  business  as  an  advance  premium 
co-operative  fire  insurance  corporation  in  the  seven  counties 
named  above. 

On  May  22,  1911,  the  corporation  filed  a  certificate  of  inten¬ 
tion  to  extend  its  territory  to  include  all  counties  of  the  State 
outside  of  New  York  city. 

The  only  previous  examination  of  the  company  was  made  by  an 
examiner  of  the  Department  on  November  16,  1909. 

The  assets  and  liabilities  of  the  company  at  the  close  of  busi¬ 
ness  on  December  10,  1912,  were  as  follows: 

Assets 


Ledger  Assets 

Cash  in  bank  .  $335  82 

Bonk  value  of  mortgages .  2, GOO  00 

Book  value  of  bonds .  500  00 

Agents’  balances  less  than  3  months  due .  2,276  36 

Agents’  balances  over  3  months  due .  5,105  57 


Total  ledger  assets  .  $10,817  75 

Non-Ledger  Assets 

Interest  due  and  accrued  on  bonds .  $20  00 

Interest  due  and  accrued  on  mortgages .  107  48 


Total  non-ledger  assets .  127  48 


Gross  assets  .  $10,045  23 

Deduct  Assets  Not  Admitted 

Agents’  balances  over  3  months  due .  5,105  57 


Total  admitted  assets  .  $5,839  66 


Liabilities 


Losses  adjusted  and  unpaid,  not  due .  $603  69 

Losses  adjusted,  unpaid,  due .  600  00 

Unearned  premiums  .  11,033  90 

Officers’  salaries  accrued  .  533  33 

Unpaid  bills  .  66  25 


Total  liabilities  .  $12,  837  17 
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Assets 

The  assets  of  the  corporation  include  the  sum  of  $355.82  cash 
in  bank.  This  sum  is  deposited  to  the  credit  of  the  company 
in  the  First  National  Bank  of  Middleburgh,  X.  Y. 

There  is  loaned  on  bond  and  mortgage  the  sum  of  $2,600 
represented  by  loans  of  $200,  $1,700  and  $700.  The  company 
has  no  evidence  on  file  that  the  title  to  the  property  is  well  vested 
in  the  mortgagor  except  that  in  one  case  the  mortgagor  has  made 
affidavit  that  he  has  had  possession  of  the  property  mortgaged  for 
25  years.  The  company  has  no  insurance  policies  on  file  assigned 
to  it  as  mortgagee  in  any  case.  The  secretary  states,  however, 
that  in  each  case  the  insurance  has  been  taken  out  in  the  company. 
As  evidence  of  the  value  of  the  property  the  company  has  fur¬ 
nished  a  statement,  signed  by  four  members  of  the  executive  com¬ 
mittee,  which  sets  forth  the  value  of  the  property  mortgaged. 
The  secretary  states  that  all  mortgages  held  by  the  company  are 
first  mortgages.  The  title  to  the  property  covered  by  the  $700 
mortgage  is  in  the  secretary  and  the  president.  Such  investment 
is  held,  therefore,  in  violation  of  the  provisions  of  section  36  of 
the  Insurance  Law,  but  as  it  was  made  prior  to  the  time  section 
328  of  the  Laws  of  1910  became  effective,  I  have  allowed  it  as 
an  a-sset. 

The  company  owns  one  $500  gold  coupon  5  per  cent,  mortgage 
bond  of  the  Middleburgh  and  Schoharie  Electric  Light,  Heat  and 
Power  Company.  The  value  of  this  bond  has  been  appraised 
by  the  Department’s  expert  at  par.  The  last  interest  coupon, 
dated  September  1,  1912,  had  not  been  presented  for  payment 
at  the  time  of  examination. 

The  principal  asset  of  the  company  is  sums  due  from  agents, 
the  total  of  which  amounts  to  $7,381.93.  Of  this  sum  $5,105.57 
is  more  than  three  months  due  and  has,  therefore,  been  deducted 
as  an  asset  not  admitted.  Of  the  amount  due  from  agents  the  sum 
of  $1,700.57  is  owed  by  Frisbie  Brothers,  a  copartnership  com¬ 
posed  of  the  president  and  the  secretary  of  the  company.  The 
records  of  the  company  show  that  this  firm  owes  the  company  for 
all  premiums  on  policies  issued  through  their  agency  since  March, 
1910.  This  balance  is  not  protected  by  a  bond. 
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Liabilities 


The  company  keeps  no  loss  claim  register  and  I  was  unable, 
therefore,  to  verify  from  the  records  the  amount  of  unpaid  losses. 
The  secretary  states  that  the  total  amount  of  unpaid  losses  is 
$1,203.69.  Of  this  amount  one  loss  which  originally  amounted 
to  $1,200  hut  which  was  reduced  by  partial  payment  to  $600, 
was  adjusted  on  July  20,  1912,  and  due  sixty  days  thereafter. 
In  addition  to  the  fire  losses  there  are  unpaid  $533.33  of  officers’ 
salaries  and  $66.25  of  miscellaneous  hills.  The  principal  liability 
of  the  company,  however,  is  on  account  of  unearned  premiums 
which  have  been  computed  in  accordance  with  section  267  of  the 
Insurance  Law  as  follows: 


Year  written 

Term 

Total 

premiums 

Un¬ 

earned 

fraction 

Unearned 

premiums 

Dee. 

1911  — Dec.  1912 . 

$8,634  85 

y2 

$4.  317  42 

Dec. 

1909  — Dec.  1910 . 

....  3  years 

«/ 

6,324  94 

% 

1,054  16 

Dec. 

1910  — Dec.  1911 . 

....  3  years 

6,  164  20 

y2 

3,082  10 

Dec. 

1911  — Dec.  1912 . 

4/ 

6,406  43 

% 

5, 338  69 

Total  premiums . 

$13,792  37 

80  per  cent,  thereof, 


11,033  90 


Loss  Payments 

In  examining  the  proofs  of  loss  on  file,  I  found  that  during 
1911  and  1912  losses  were  not  settled  when  due.  The  contracts 
issued  by  the  company  call  for  the  payment  of  losses  tc  sixty  days 
after  due  notice,  ascertainment,  estimate  and  satisfactory  proof 
of  the  loss  have  been  received  by  this  company.’’  In  a  number 
of  cases  it  appeared  that  the  company  had  not  paid  the  loss  until 
it  was  about  30  days  overdue.  In  one  such  case  the  assured 
presented  a  bill  for  interest  on  the  amount  of  the  loss  for  the 
period  from  the  due  date  until  the  loss  was  paid  and  the  company 
made  the  interest  payment.  At  the  time  of  examination  there 
was  a  portion  of  a  loss  unpaid,  as  cited  above,  which  was  over¬ 
due.  In  this  case  the  fire  occurred  July  12,  1912,  and  satisfactory 
proof  of  loss  of  $1,200  was  received  on  July  20th.  On  October  3d, 
the  check  book  shows  that  a  check  for  $600  was  drawn  payable 
to  the  assured  but  the  balance  of  $600  remained  unpaid. 
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Conflagration  Hazard 

The  company  has  no  records  to  show  compliance  with  the 
conflagration  limitations  of  section  267  of  the  Insurance  Law. 
In  its  last  annual  statement,  sworn  to  by  the  president  and  secre¬ 
tary,  the  company  states  that  it  has  not  exceeded  such  limitations. 

Bonds 

No  officers  of  the  company  are  bonded. 

Payment  of  Commissions  to  Officers 

As  pointed  out  above,  the  president  and  the  secretary  of  the 
company  act  as  its  agents  in  soliciting  business.  In  order  to 
comply  with  that  provision  of  section  267  of  the  Insurance  Law 
which  forbids  the  payment  of  commissions  to  persons  who  pass 
on  the  character  of  risks,  the  executive  committee  on  December 
23,  1910,  and  on  January  8,  1912,  appointed  a  member  of  the 
executive  committee  who  was  not  an  officer  and  who  maintained 
no  agency  to  pass  on  the  applications  submitted  by  such  president 
and  secretary. 

Officers 

At  present,  the  officers  of  the  company  and  the  salaries  paid 
them  in  1911  are  as  follows. 

President  —  Daniel  D.  Frisbie,  Middleburgh,  X.  Y.,  $1,200  per  annum. 

Secretary  —  George  D.  Frisbie,  Middleburgh,  X.  Y.,  $000  per  annum. 

Treasurer  —  Charles  W.  Vroman,  Middleburgh,  X.  Y.,  $200  per  annum. 

The  executive  committee  is  composed  of  the  president,  the 
secretary,  the  treasurer  and  two  directors. 

The  principal  office  of  the  corporation  is  at  Middleburgh,  N.  Y. 


MONROE  COUNTY  PATRONS  FIRE  RELIEF 

ASSOCIATION 

Honeoye  Falls,  N.  Y. 

Examination  on  condition  as  of  October  29,  1912. 

Report  dated  November  13,  1912. 

Examiner:  J.  Id.  Middleton. 

This  company  appears  to  have  been  organized  in  April,  1877, 
as  a  voluntary  co-operative  fire  insurance  association.  Later  it 
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appears  to  have  incorporated.  Its  certificate  of  incorporation  sets 
forth  its  intention  to  transact  business  in  the  county  of  Monroe.  In 
April,  1896,  it  extended  its  business  to  Ontario,  Livingston, 
Genesee  and  Orleans  counties  and  in  March,  1907,  to  Wayne 
county. 

On  December  27,  1910,  the  Department  issued  to  it  a  certificate 
authorizing  it  to  continue  business  as  a  county  assessment  co-opera¬ 
tive  fire  insurance  corporation  in  the  territory  named  above. 

Xo  previous  examination  of  the  company  has  been  made  by  this 
Department. 

The  assets  and  liabilities  of  the  company  on  October  29,  1912, 
were  as  follows: 

Assets 


Cash  in  banks  .  $3,008  92 

Unpaid  premiums  (estimated)  .  500  00 

Unpaid  assessments  (estimated)  .  20,800  00 


Total  assets  .  $24,308  92 


Liabilities 


Unpaid  losses  (unadjusted)  .  $35  00 

Borrowed  money  unpaid  .  18,500  00 

Officers’  salaries  and  fees  accrued .  500  00 


Total  liabilities  .  $19,035  00 


Assets 

The  assets  of  the  corporation  include  the  sum  of  $3,008.92  cash 
in  banks  and  trust  companies.  There  are  also  unpaid  premiums 
which  are  roughly  estimated  to  amount  to  $500.  I  was  unable  to 
obtain  the  exact  amount  for  the  reason  that  some  directors  had 
remitted  sums  to  the  company  and  had  neglected  to  state  whether 
such  remittances  were  on  account  of  premiums  or  assessments.  In 
addition  to  the  above  there  is  an  assessment  in  course  of  collection 
on  which  there  is  $20,800  still  to  be  collected. 


Liabilities 

The  liabilities  of  the  corporation  include  unpaid  losses  amount¬ 
ing  to  about  $35.  The  other  liabilities  of  the  company  are  $18,500 
for  borrowed  money  and  salaries  and  fees  owed  officers  amounting 
to  $500. 
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Method  of  Business 

Policies  are  issued  bv  the  secretary  for  the  term  of  five  vears. 
The  company  insures  farm  property,  detached  dwellings  and 
grange  halls.  Xo  classification  is  made,  each  policyholder  paying 
the  same  rate  of  assessment. 

It  is  the  duty  of  the  directors  to  take  applications,  inspect  risks, 
collect  premiums  and  assessments  and  assist  in  adjusting  losses. 
For  taking  applications,  the  director  receives  $1  per  application. 

Small  losses  are  adjusted  by  the  local  director,  but  in  case  of 
large  losses  he  is  assisted  by  directors  of  an  adjoining  grange. 

Money  is  paid  out  by  check  signed  by  the  president  and  the 
secretary. 

The  secretary  states  that  the  largest  amount  insured  in  any  one 
risk  is  $7,000. 

The  accounts  of  the  company  are  audited  annually  bv  a  com- 

Ac/  t  t 

mittee  of  two  directors. 

Membership  in  the  company  is  limited  to  persons  affiliated  with 
the  Patrons  of  Husbandry. 


Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre¬ 
tary  keeps  a  policy  register,  minutes  of  the  meetings  of  the  mem¬ 
bers  and  of  the  board  of  directors  and  executive  committee  and  all 
applications.  In  addition  I  would  recommend  that  the  secretary 
keep  a  cash  book  in  which  shall  be  entered  all  sums  received  by  the 
company  from  all  sources  and  all  sums  paid  out  by  the  company, 
and  that  the  difference  between  the  income  and  the  disbursements 
in  such  book  shall  at  all  times  show  the  exact  amount  which  the 
company  has  on  hand. 

Assessments 

Assessments  are  usually  levied  annually  on  October  15th.  The 

amount  of  the  assessment  is  usually  based  on  the  amount  of  losses 

«/ 

which  have  been  sustained,  but  is  estimated  to  raise  a  small  surplus 
as  well.  Assessments  are  paid  to  the  local  director  and  by  him 
transmitted  to  the  secretary.  Xo  penalty  for  delinquency  in  pay¬ 
ment  of  assessments  is  exacted. 


606 


Repoets  on  Official  Examination 


Insurance  in  Force 

On  December  31,  1911,  there  were  3,548  policies  and 
$8,581,369  of  insurance  in  force. 

Advance  Payments 

The  company  charges  in  advance  a  policy  fee  of  $1  on  all 
policies.  In  addition  to  this  amount  it  charges  a  percentage  of  50 
cents  for  each  $100  of  insurance. 

Bonds 

The  secretary-treasurer  has  given  a  bond  in  the  sum  of  $5,000 
with  individual  surety. 

Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows : 

President  —  J.  E.  Miner,  Brockport,  N.  Y. 

Secretary-Treasurer  —  R.  C.  Parrish,  Honeoye  Falls,  N.  Y. 

The  executive  committee  is  composed  of  the  president,  the  secre¬ 
tary  and  one  director. 

The  principal  office  of  the  corporation  is  at  the  residence  of  the 
secretary  near  Honeoye  F alls,  N.  Y. 


HEW  BALTIMORE  MUTUAL  INSURANCE  ASSOCIA¬ 
TION 

Ravena,  N.  Y. 

Examination  on  condition  as  of  October  7,  1912. 

Report  dated  October  26,  1912. 

Examiner:  J.  H.  Middleton. 

This  company  appears  to  have  been  organized  in  January, 
1855,  as  a  voluntary  co-operative  fire  insurance  association.  In 
June,  1887,  the  association  appears  to  have  incorporated.  Its 
certificate  of  incorporation  sets  forth  its  intention  to  transact 
business  in  the  towns  of  Hew  Baltimore  and  Coxsackie  in  the 
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county  of  Greene  and  no  extension  beyond  suck  territory  has 
ever  been  made. 

On  December  27,  1910,  the  Department  issued  to  it  a  certifi¬ 
cate  authorizing  it  to  continue  business  as  a  town  assessment 
co-operative  fire  insurance  corporation  in  the  territory  named 
above. 

Eo  previous  examination  of  the  company  has  been  made  by 
this  Department. 

The  assets  and  liabilities  of  the  company  on  October  7,  1912, 
were  as  follows: 


Cash  in  bank 


Assets 


$797  27 


Total  assets 


$797  27 


Liabilities 


Unpaid  losses  .  $1,050  00 

Total  liabilities  .  $1,050  00 


Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property,  detached  village  dwellings, 
schoolhouses  and  country  chapels.  Ro  classification  is  made, 
each  policyholder  paying  the  same  rate  of  assessment. 

It  is  the  duty  of  the  secretary  to  take  applications,  inspect 
risks,  collect  premiums  and  assessments  and  assist  in  adjusting 
losses. 

Small  losses  are  adjusted  by  the  secretary,  but  in  case  of  large 
losses  the  executive  committee  acts. 

Money  is  paid  out  by  check  signed  by  the  secretary. 

The  secretary  states  that  the  largest  amount  insured  in  any  one 
risk  is  $4,500. 

The  accounts  of  the  company  are  read  off  at  the  annual  meeting. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre¬ 
tary  keeps  a  policy  register,  minutes  of  the  meetings  of  the  mem¬ 
bers  and  of  the  board  of  directors  and  executive  committee,  and 
all  applications. 
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Assessments 

Assessments  are  levied  only  when  necessary  to  pay  losses.  The 
amount  of  the  assessment  is  usually  based  on  the  amount  of 
losses  which  have  been  sustained,  but  is  estimated  also  to  raise  a 
small  surplus.  Assessments  are  paid  to  the  secretary  or  to  three 
collectors  who  are  appointed  to  receive  assessments.  Hew  mem¬ 
bers  are  assessed  for  only  their  pro  rata  share  of  losses  and  ex¬ 
penses  incurred  during  their  period  of  membership.  A  penalty 
of  5  per  cent,  is  exacted  from  persons  who  are  delinquent  in  pay¬ 
ing  assessments. 

Insurance  in  Force 

On  December  31,  1911,  there  were  705  policies  and  $1,279,- 
090  of  insurance  in  force. 


Advance  Payments 

The  company  charges  in  advance  a  policy  fee  of  $1.50  on  all 
policies.  In  addition  to  this  amount  it  charges  a  percentage  of 
10  cents  on  each  $100  of  insurance. 


Bonds 

The  secretary-treasurer  has  given  a  personal  bond  in  the  sum 
of  $4,000. 

Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows : 

President  —  Charles  J.  Lisk,  West  Coxsackie,  N.  Y. 

Vice-President  —  William  C.  Harden,  New  Baltimore  Station,  N.  Y. 
Secretary-Treasurer  —  M.  P.  Hotaling,  Ravena,  N.  YT. 


In  lieu  of  a  salary  the  secretary  receives  $1.50  for  each  policy 
issued,  50  cents  for  each  transfer  and  5  per  cent,  of  assessments 
collected.  Out  of  the  latter  sum,  however,  he  pays  the  sub¬ 
collectors. 

The  executive  committee  is  composed  of  the  president,  the 
secretarv  and  one  director. 

The  principal  office  of  the  corporation  is  at  the  residence  of  the 
secretarv  in  the  town  of  Hew  Baltimore. 
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NIAGARA  AND  ERIE  COUNTY  FARMERS  PROTEC¬ 
TIVE  ASSOCIATION 

Pendleton,  N.  Y. 

Examination  on  condition  as  of  September  6,  1912. 

Report  dated  September  25,  1912. 

Examiner:  J .  H.  Middleton. 

This  company  appears  to  have  been  organized  in  January,  1889, 
as  a  co-operative  fire  insurance  company.  Its  certificate  of  incor¬ 
poration  sets  forth  its  intention  to  transact  business  in  the  counties 
of  Niagara  and  Erie  and  no  extension  beyond  such  territory  has 
ever  been  made. 

On  December  27,  1910,  the  Department  issued  to  it  a  certificate 
authorizing  it  to  continue  business  as  a  county  assessment  co-opera¬ 
tive  fire  insurance  corporation  in  the  territory  named  above. 

No  previous  examination  of  the  company  has  been  made  by  this 
Department. 

The  assets  and  liabilities  of  the  company  on  September  6,  1912, 
were  as  follows : 

Assets 


Cash  in  hands  of  treasurer .  $8  72 

Total  assets  .  $8  72 


Liabilities 


Unpaid  losses  .  $1,615  00 

Unpaid  losses  (unadjusted)  .  180  00 

Borrowed  money  .  2,400  00 

Agents’  fees  accrued  .  55  00 


Total  liabilities  .  $4,250  00 


Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property  and  schoolhouses.  No  classifi¬ 
cation  is  made  on  new  policies  although  there  are  some  unexpired 
policies  on  stores  and  country  hotels  which  are  classified.  On  new 
policies  each  policyholder  pays  the  same  rate  of  assessment. 

The  company  employs  agents  some  of  whom  are  directors  whose 
duty  it  is  to  take  applications,  inspect  risks,  collect  assessments  and 
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adjust  losses.  For  taking  applications  the  agent  receives  $1.50 
on  new  policies  and  $1  on  renewals  per  application. 

Losses  under  $50  are  adjusted  by  the  agent  but  in  case  of  large 
losses  he  is  assisted  by  two  appraisers  at  large. 

Money  is  paid  out  on  order  signed  by  the  president  and  secre¬ 
tary.  Checks  are  signed  by  the  treasurer. 

The  secretary  states  that  the  largest  amount  insured  in  any  one 
risk  is  $4,000. 

The  finance  committee  consisting  of  three  directors  audits  the 
accounts  of  the  company  annually. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre¬ 
tary  keeps  a  policy  register,  minutes  of  the  meetings  of  the  mem¬ 
bers  and  of  the  board  of  directors  and  executive  committee  and  all 
applications. 

Assessments 

Assessments  are  usually  levied  annually  on  the  second  Tuesdav 
in  September.  The  amount  of  the  assessment  is  usually  based  on 
the  amount  of  losses  which  have  been  sustained,  but  is  sometimes 
estimated  to  raise  a  small  surplus.  Assessments  are  paid  to  the 
agents  and  collectors  and  by  them  transmitted  to  the  treasurer. 
Hew  members  are  assessed  for  only  their  pro  rata  share  of  losses 
and  expenses  incurred  during  their  period  of  membership.  A 
penalty  of  10  per  cent,  is  exacted  from  all  persons  delinquent  in 
payment  of  assessments. 

Insurance  in  Force 

On  December  31,  1911,  there  were  1,393  policies  and  $2,807,030 
of  insurance  in  force. 

Advance  Payment 

The  company  charges  in  advance  a  policy  fee  of  $1.50  on  new 
policies  but  charges  no  fee  on  renewals. 

Bonds 

The  treasurer  has  given  a  personal  bond  in  the  sum  of  $500 
and  the  secretary  in  the  sum  of  $1,000.  Agents  are  bonded  in 
double  the  amount  of  the  assessment. 
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Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as'  follows : 

President  —  John  F.  Brauer,  R.  D.  13,  North  Tonawanda,  N.  Y. 
Vice-President  —  Henry  H.  Wolf,  It.  D.  1,  Williamsville,  N.  Y. 

Secretary  —  Jacob  Blum,  R.  D.  11,  Martinsville,  N.  Y.,  $300  per  year. 
Treasurer  —  John  Neubecker,  R.  D.  11,  Martinsville,  N.  Y.,  $50  per  year. 

The  executive  committee  is  composed  of  the  president,  the  vice- 
president,  the  treasurer  and  two  directors. 

The  principal  office  of  the  corporation  is  at  Wendelville,  hi.  Y. 


ONTARIO  COUNTY  ALLIANCE  MUTUAL  FIRE  RELIEF 

ASSOCIATION 

Canandaigua,  N.  Y. 

Examination  on  condition  as  of  October  31,  1912. 

Report  dated  November  12,  1912. 

Examiner:  J .  II.  Middleton. 

This  company  appears  to  have  been  organized  in  June,  1894,  as 
a  co-operative  fire  insurance  corporation.  Its  business  appears 
originally  to  have  been  confined  to  Ontario  county.  On  March  1, 
1899,  it  appears  to  have  extended  into  Yates  county. 

On  December  27,  1910,  the  Department  issued  to  it  a  certificate 
authorizing  it  to  continue  business  as  a  county  assessment  co-opera¬ 
tive  fire  insurance  corporation  in  the  territory  named  above. 

On  January  19,  1911,  the  corporation  filed  a  certificate  of  inten¬ 
tion  to  extend  its  business  into  Wayne,  Livingston  and  Monroe 
counties. 

No  previous  examination  of  the  company  has  been  made  by  this 
Department. 

The  assets  and  liabilities  of  the  company  on  October  31,  1912, 
were  as  follows : 

Assets 


Cash  in  office  .  $126  67 

Cash  in  bank  .  810  68 

Unpaid  assessments  .  9,320  77 


$10,258  12 


Total  assets 
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Liabilities 


Unpaid  losses  .  $1,674  00 

Borrowed  money  .  10,539  86 

Fees  owed  .  §4  26 


Total  liabilities  .  $12,298  12 


Assets 

The  assets  of  the  corporation  include  the  sum  of  $126.67  cash 
in  office.  There  is  also  deposited  in  bank  to  the  credit  of  the  com¬ 
pany  $810.68.  An  assessment  now  in  course  of  collection  is  ex¬ 
pected  still  to  yield  $9,320.77. 

Liabilities 

The  liabilities  of  the  corporation  include  unpaid  losses  amount¬ 
ing  to  $1,674.  The  other  liabilities  of  the  company  are  on  account 
of  borrowed  money  amounting  to  $10,539.86,  and  fees  of  $84.26 
owed. 

Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property,  schoolhouses,  churches  and 
detached  dwellings. 

Property  is  divided  into  two  classes.  The  first  class  includes 
buildings  more  than  50  feet  from  other  buildings,  and  the  second 
class  includes  property  less  than  50  feet  from  other  buildings  and 
churches,  schools  and  cottages.  All  property  is  assessed  at  the 
same  rate,  the  only  difference  in  the  two  classes  being  in  the  amount 
of  “  percentage  ”  paid  in  advance. 

The  company  has  several  agents  and  a  board  of  directors,  whose 
duty  it  is  to  take  applications,  inspect  risks,  and  collect  premiums 
and  assessments.  For  taking  applications,  the  director  receives  $2 
per  application  if  the  survey  fee  and  the  percentage  equals  that 
amount,  and  if  not,  the  whole  of  such  fee  and  percentage. 

Losses  are  adjusted  by  a  committee  appointed  by  the  president. 

Money  is  paid  out  on  order  signed  by  the  president  and  secre¬ 
tary.  Checks  are  signed  by  the  treasurer. 

The  secretary  states  that  the  largest  amount  insured  in  any  one 
risk  is  $4,000. 

The  executive  committee  audits  the  accounts  of  the  company. 
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Records 

In  accordance  with  the  requirements  of  the  by-laws  the  secre¬ 
tary  keeps  a  policy  register,  minutes  of  the  meetings  of  the  mem¬ 
bers  and  of  the  board  of  directors  and  executive  committee  and  all 
applications. 

Assessments 

Assessments  are  usually  levied  annually  on  September  15th. 
The  amount  of  the  assessment  is  usually  based  on  the  amount  of 
losses  which  have  been  sustained,  but  is  sometimes  estimated 
to  create  a  small  surplus.  Assessments  are  paid  to  the  local 
director  and  by  him  transmitted  to  the  secretary.  Rew  members 
are  assessed  for  only  their  pro  rata  share  of  losses  and  expenses 
incurred  during  their  period  of  membership.  Ro  penalty  for 
delinquency  in  payment  of  assessments  is  exacted. 

Insurance  in  Force 

On  December  31,  1911,  there  were  2,380  policies  and  $2,995,- 
037  of  insurance  in  force. 

Advance  Payment 

The  company  charges  in  advance  a  policy  fee  of  $1  on  all 
policies.  In  addition  to  this  amount  it  charges  a  percentage  of 
1/7  of  1  per  cent,  on  property  more  than  50  feet  from  other 
property,  and  1/5  of  1  per  cent,  on  property  less  than  50  feet  from 
other  property.  The  company  allows,  however,  a  10  per  cent, 
reduction  from  all  fees,  percentages  and  assessments  in  case  prop¬ 
erty  is  properly  equipped  with  lightning  rods. 

Bonds 

The  secretary  and  treasurer  have  given  surety  company  bonds 
in  the  sum  of  $1,000,  and  all  directors  and  some  agents  have 
given  bonds  with  individual  surety  in  the  sum  of  $500. 

Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows : 

President  —  A.  B.  Welch,  Victor,  N.  Y. 

Vice-President  —  G.  S.  Randall,  Manchester,  N.  Y. 

Secretary  —  E.  W.  Burge,  Canandaigua,  N.  Y.,  $750  per  annum. 

Treasurer  —  C.  E.  Gooding,  Holcomb,  1ST.  Y. 
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The  executive  committee  is  composed  of  the  president,  the 
secretary  and  the  treasurer. 

The  principal  office  of  the  corporation  is  at  Canandaigua,  N.  Y. 


ONTARIO  COUNTY  PATRONS  EIRE  RELIEE  ASSO¬ 


CIATION 


Canandaigua,  N.  Y. 

Examination  on  condition  as  of  October  31,  1912. 
Repoi't  dated  November  11,  1912. 

Examiner:  J.  H .  Middleton. 


This  company  appears  to  have  been  organized  in  June,  1877,  as  a 
voluntary  co-operative  fire  insurance  association.  It  appears  to 
have  incorporated  in  June,  1879.  Its  certificate  of  incorporation 
sets  forth  its  intention  to  transact  business  in  the  county  of 
Ontario,  and  no  extension  beyond  such  territory  has  ever  been 
made. 

On  December  27,  1910,  the  Department  issued  to  it  a  certifi¬ 
cate  authorizing  it  to  continue  business  as  a  county  assessment 
co-operative  fire  insurance  corporation  in  the  territory  named 
above. 

No  previous  examination  of  the  company  has  been  made  by  this 
Department. 

The  assets  and  liabilities  of  the  company  on  October  31,  1912, 


were  as  follows : 

Assets 

Cash  in  bank  .  $575  35 

Unpaid  premiums  . .  •  •  •  1,272  63 


Total  assets 


$1,847  98 


Liabilities 


Unpaid  losses  (unadjusted)  .  $65  00 

Borrowed  money  .  1,600  00 

Officers’  salaries  accrued  .  416  66 

Policy  fees  owed  directors .  480  00 


$2,561  66 


Total  liabilities 
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Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property  and  detached  village  dwell¬ 
ings.  No  classification  is  made,  each  policyholder  paying  the 
same  rate  of  assessment. 

It  is  the  duty  of  the  directors  to  take  applications,  inspect  risks, 
collect  premiums  and  assessments.  For  taking  applications,  the 
director  ^receives  $1.50  per  application  and  50  cents  for  an 

addition. 

Small  losses  are  adjusted  by  the  local  director,  but  in  case  of 
large  losses  the  executive  committee  acts. 

Money  is  paid  out  on  order  signed  by  the  president  and  secre¬ 
tary.  Checks  are  signed  by  the  treasurer. 

The  secretary  states  that  the  largest  amount  insured  in  any 
one  risk  is  $7,000. 

The  accounts  of  the  company  are  audited  annually  by  a  com¬ 
mittee  appointed  for  that  purpose. 

Membership  in  the  company  is  confined  to  persons  affiliated 
with  the  Patrons  of  Husbandry. 

The  company  issues  policies  to  persons  who  have  no  legal  title 
to  property  but  who  have  a  ce  prospective  ”  interest  in  property. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre¬ 
tary  keeps  a  policy  register,  minutes  of  the  meetings  of  the  mem¬ 
bers  and  of  the  board  of  directors  and  executive  committee  and 
all  applications. 

Assessments 

Assessments  are  usually  levied  annually  on  the  second  Wednes¬ 
day  in  January.  The  amount  of  the  assessment  is  usually  based 
on  the  amount  of  losses  which  have  been  sustained,  but  is  esti¬ 
mated  to  create  a  surplus  of  about  $2,000.  Assessments  are  paid 
to  the  local  director  and  by  him  transmitted  to  the  treasurer. 
New  members  are  assessed  at  the  same  rate  as  old  members.  No 
penalty  for  delinquency  in  payment  of  assessments  is  exacted. 

Insurance  in  Force 

On  December  31,  1911,  there  were  1,344  policies  and  $4,148,- 
170  of  insurance  in  force. 
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Advance  Payment 

Tlie  company  charges  in  advance  a  policy  fee  of  $1  on  all 
policies.  In  addition  to  this  amount  it  charges  a  percentage  of 
10  cents  for  each  $100  of  insurance. 

Bonds 

No  officer  of  the  company  has  given  bond. 

Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows : 

President  —  John  B.  Hall,  Canandaigua,  N.  Y. 

Vice-President  —  E.  L.  Webster,  Stanley,  N.  Y. 

Secretary  —  Elmer  Lucas,  Canandaigua,  N.  Y.,  $500  per  year. 

Treasurer  —  A.  H.  Dewey,  Clifton  Springs,  N.  Y. 

Assistant  Secretary  —  E.  S.  Teall,  Seneca  Castle,  NT.  Y. 

The  principal  office  of  the  corporation  is  at  the  residence  of 
the  secretary  at  Cheshire,  N.  Y. 


THE  ORLEANS  COUNTY  FARMERS’  MUTUAL  IN¬ 
SURANCE  COMPANY 

Albion,  N.  Y. 

Examination  on  condition  as  of  September  9,  1912. 

Report  dated  September  25,  1912. 

Examiner:  J.  H.  Middleton. 

This  company  appears  to  have  been  organized  in  March,  1881, 
as  a  co-operative  fire  insurance  company.  Its  certificate  of  in¬ 
corporation  sets  forth  its  intention  to  transact  business  in  the 
county  of  Orleans,  and  no  extension  beyond  such  territory  has 
ever  been  made. 

On  December  27,  1910,  the  Department  issued  to  it  a  certifi¬ 
cate  authorizing  it  to  continue  business  as  a  county  assessment 
co-operative  fire  insurance  corporation  in  the  territory  named 
above. 

No  previous  examination  of  the  company  has  been  made  by 
this  Department. 
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The  assets  and  liabilities  of  the  company  on  September  9,  1912, 
were  as  follows: 

Assets 

None. 

Liabilities 


Unpaid  losses  .  $8,604  65 

Borrowed  money  .  9,500  00 

Officers’  fees  accrued  (estimated)  .  700  00 

Overdraft  due  treasurer  .  214  12 


Total  liabilities  .  $19,018  77 


Assets 

At  the  time  of  examination  the  company  had  no  assets.  In 
October,  however,  it  expects  to  levy  its  annual  assessment  which 
is  expected  to  pay  all  debts. 

Liabilities 

The  liabilities  of  the  corporation  include  unpaid  losses  amount¬ 
ing  to  $8,604.65.  The  other  liabilities  of  the  company  are  $9,500 
borrowed  money,  officers’  fees  estimated  to  be  $700  and  overdraft 
of  treasurer’s  account  amounting  to  $214.12. 

Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The.  company  insures  farm  property  and  detached  dwellings. 
RT o  classification  is  made,  each  policyholder  paying  the  same  rate 
of  assessment. 

The  company  has  fourteen  directors,  whose  duty  it  is  to  take 
applications,  inspect  risks,  collect  premiums  and  assessments  and 
adjust  losses.  For  taking  applications  the  director  receives  $1.50 
per  application. 

Losses  are  adjusted  by  the  local  director,  but  in  case  of  large 
losses  he  is  assisted  by  two  other  directors. 

Money  is  paid  out  on  order  signed  by  the  president  and  secre¬ 
tary.  Checks  are  signed  by  the  treasurer. 

The  treasurer  states  that  the  largest  amount  insured  in  any  one 
risk  is  $5,000. 

A  committee  of  policyholders  audits  the  accounts  of  the  com¬ 
pany  annually. 
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Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre¬ 
tary  keeps  a  policy  register,  minutes  of  the  meetings  of  the  mem¬ 
bers  and  of  the  board  of  directors  and  executive  committee  and  all 
applications.  In  addition,  I  would  recommend  that  the  secre¬ 
tary  open  a  cash  book  in  which  shall  be  entered  all  receipts  and 
expenditures  of  the  company  and  will  show  at  all  times  the 
present  condition  of  the  company. 

Assessments 

Assessments  are  usually  levied  annually  in  October. 

The  amount  of  the  assessment  is  usually  based  on  the  amount 
of  losses  which  have  been  sustained,  but  is  estimated  to  raise  also 
a  small  surplus,  usually  of  from  $3,000  to  $4,000.  Assessments 
are  paid  to  the  local  director  or  some  other  person  duly  author¬ 
ized  and  then  transmitted  to  the  treasurer.  Hew  members  are 
assessed  for  only  their  pro  rata  share  of  losses  and  expenses  in¬ 
curred  during  their  period  of  membership.  A  penalty  of  10 
per  cent,  is  charged  persons  who  are  delinquent  in  paying 
assessments. 

Insurance  in  Force 

On  December  31,  1911,  there  were  5,005  policies  and  $10,424,- 
442  of  insurance  in  force. 

Advance  Payment 

The  company  charges  in  advance  a  policy  fee  of  $1.50  on  all 
policies,  but  charges  no  percentage. 

Bonds 

The  treasurer  has  given  a  personal  bond  in  the  sum  of  $8,000 
and  each  director  gives  bond  in  double  the  amount  of  the  assess¬ 
ment  to  be  collected  by  him. 


Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows : 

President  —  Myron  L.  Parker,  Medina,  N.  Y. 

Vice-President  —  Marcus  M.  McCrillus,  Holley,  N.  Y. 

Secretary  —  George  H.  Rolff,  Albion,  N.  Y. 

Treasurer  —  Spencer  N.  Tanner,  Albion,  N.  Y. 
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In  lieu  of  a  salary  the  secretary  receives  50  cents  for  each 
policy  issued,  $3  per  day  for  other  services  and  for  making  out 
assessment  3  cents  each  for  first  100  names  and  1  cent  each 
thereafter.  The  president,  vice-president  and  treasurer  receive 
respectively  1  cent,  %  cent  anc^  2  cents  for  each  policy  in  force 
at  the  annual  meeting. 

The  executive  committee  is  composed  of  the  president,  the  vice- 
president,  the  secretary  and  the  treasurer. 

The  principal  office  of  the  corporation  is  at  the  residence  of 
the  secretary  in  Albion,  N.  Y. 


PITTSTOWN  CO-OPERATIVE  FIRE  INSURANCE 

COMPANY 

PlTTSTOWX,  N.  Y. 

Examination  on  condition  as  of  Jidy  24,  1912. 

Report  dated  August  9,  1912. 

Examiner:  J.  H.  Middleton. 

This  company  was  organized  in  December,  1910,  as  a  co-opera¬ 
tive  fire  insurance  corporation.  Its  certificate  of  incorporation  sets 
forth  its  intention  to  transact  business  in  the  town  of  Pittstown  in 
Rensselaer  county  and  no  extension  beyond  such  territory  has  been 
made. 

On  January  9,  1911,  the  Department  issued  to  it  a  certificate 
of  authority  to  transact  business  as  a  town  assessment  corporation 
in  the  territory  named  above. 

No  previous  examination  of  the  company  has  been  made  by  the 
Department,  except  the  examination  made  to  verify  its  original 
statement. 

The  assets  and  liabilities  of  the  company  on  July  24,  1912,  were 
as  follows : 

Assets 


Cash  in  bank  .  $14  30 

Total  assets  .  $14  30 
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Liabilities 


Borrowed  money  .  $100  00 

Total  liabilities  .  $100  00 


Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  and  village  property,  stores  and  shops. 
Risks  are  divided  into  two  classes.  The  first  class  includes  farm 
and  village  property  more  than  30  feet  from  other  property,  and 
]ive  stock.  The  second  class  includes  farm  and  village  property 
less  than  30  feet  from  other  property,  and  stores  and  shops.  The 
second  class  is  assessed  at  double  the  rate  of  the  first  class. 

The  company  employs  agents,  whose  duty  it  is  to  take  applica¬ 
tions,  inspect  risks  and  collect  premiums.  For  taking  applica¬ 
tions,  the  agent  receives  $1  per  application. 

Small  losses  are  adjusted  by  the  nearest  director,  but  in  case  of 
large  losses  the  whole  board  acts. 

Money  is  paid  out  by  the  secretary,  who  signs  all  checks. 

The  secretary  states  that  the  largest  amount  insured  in  any  one 
hazard  is  $4,000. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre¬ 
tary  keeps  a  policy  register,  minutes  of  the  meetings  of  the  board 
of  directors,  and  all  applications.  • 

Assessments 

Assessments  are  levied  only  when  necessary  to  pay  losses.  The 
amount  of  the  assessment  is  usually  based  on  the  amount  of  losses 
which  have  been  sustained,  but  is  estimated  to  raise  also  a  small 
surplus  for  incidental  expenses.  Assessments  are  paid  to  the 
directors  or  to  the  secretary.  Rew  members  are  assessed  for  only 
their  proportion  of  losses  which  have  occurred  since  they  were 
members  of  the  company. 

Insurance  in  Force 

On  December  31,  1911,  there  were  376  policies  and  $690,720 
of  insurance  in  force. 


Reports  ox  Official  ExaminaItiox 


621 


Advance  Payment 

The  company  charges  in  advance  a  policy  fee  of  $1.50  on  all 
policies,  but  no  other  advance  fee. 

Bonds 

The  treasurer  has  given  a  personal  bond  in  the  sum  of  $1,000. 

Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows : 

President  —  Charles  W.  Snyder,  Pittstown,  X.  Y. 

Vice-President  —  Elmer  E.  Hayner,  Pittstown,  X.  Y. 

Secretary-Treasurer  —  Edward  E.  Welling,  Pittstown,  X.  Y. 

In  lieu  of  a  salary  the  secretary  receives  2  per  cent,  of  sums 
collected  and  50  cents  on  each  policy  written. 

The  company  has  no  executive  committee. 

The  principal  office  of  the  corporation  is  at  the  residence  of  the 
secretary  in  Pittstown,  N.  Y. 


SCHOHARIE  AND  SCHENECTADY  COUNTIES  FARM¬ 
ERS7  MUTUAL  FIRE  INSURANCE  ASSOCIATION 

Esperaxce,  N.  Y. 

Examination  on  condition  as  of  May  17,  1912. 

Report  dated  June  11,  1912. 

Examiner:  J.  H.  Middleton. 

The  company  appears  to  have  been  organized  in  1868  and  incor¬ 
porated  by  special  act  of  the  Legislature  (chapter  155,  Laws  of 
1868).  This  act  was  further  amended  by  chapter  212  of  the  Laws 
of  1870,  chapter  154  of  the  Laws  of  1902,  and  chapter  75  of  the 
Laws  of  1905. 

The  incorporating  act  empowered  the  company  to  do  business  in 
the  counties  of  Schoharie  and  Schenectady,  and  no  extension 
beyond  such  territory  has  been  made. 

At  the  annual  meeting  held  in  May,  1912,  the  board  of  directors 
by  resolution  decided  that  the  company  take  advantage  of  the 
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amendment  to  section  260  of  the  Insurance  Law,  which  allows  a 
company  incorporated  under  special  act  to  become  subject  to  the 
Insurance  Law.  As  the  company  has  heretofore  made  application 
for  a  certificate  of  authority,  filed  a  copy  of  the  act  incorporating 
it  and  a  copy  of  its  by-laws,  in  accordance  with  the  requirements 
of  section  260  of  the  Insurance  Law,  a  certificate  of  authority  has 
been  issued  to  it  by  the  Department. 

Ho  previous  examination  of  the  company  has  been  made  by 
this  Department. 

The  assets  and  liabilities  of  the  company  on  May  17,  1912, 
were  as  follows : 

Assets 

Cash  in  hands  of  treasurer .  $151  84 


Pliabilities 


Unpaid  losses  .  $1,150  90 

Disputed  loss  .  1,650  00 

Borrowed  money  .  4,025  85 


Total  liabilities  .  $6,826  75 

Excess  of  liabilities  over  assets .  $6,674  91 


Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property,  village  dwellings,  schools 
and  churches  and  contents.  Ho  classification  of  risks  is  made,  all 
policyholders  paying  the  same  rate  of  assessment. 

The  company  employs  agents  to  take  applications,  make  sur¬ 
veys  and  adjust  small  losses.  For  taking  applications,  the  agents 
receive  a  policy  fee  of  $2  each  which  is  collected  from  the  insured. 

In  the  case  of  large  losses  the  secretary  acts  for  the  company. 

Money  is  paid  out  by  the  treasurer  on  the  order  of  the  board  of 
directors.  * " 

Several  policies  are  in  force  with  more  than  $7,000  at  risk; 
the  secretary  states,  however,  that  in  no  case  is  more  than  $7,000 
subject  to  one  fire. 

The  accounts  of  the  treasurer  are  audited  annually  by  the  com¬ 
mittee  appointed  for  that  purpose. 
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Records 

The  secretary  keeps  a  policy  register  and  minutes  of  the  meet¬ 
ings  of  the  hoard  of  directors,  and  all  applications. 

The  treasurer  keeps  a  cash  book  in  which  he  enters  all  sums  paid 
out.  In  the  case  of  borrowed  money  a  pencil  record  is  made  in 
the  cash  book  of  the  amount  of  each  note  given,  and  as  each  note 
is  paid  the  record  of  it  is  erased  from  the  cash  hook.  The  treas¬ 
urer  makes  affidavit  at  the  end  of  the  year  that  all  notes  out¬ 
standing  against  the  company  have  been  paid.  I  would  recom¬ 
mend  that  a  complete  record  of  all  cash  transactions  be  kept  and 
that  all  entries  in  every  book  of  the  company  be  made  in  ink  and 
kept  in  permanent  form.  I  would  recommend  further  that  when 
the  treasurer  lends  money  to  the  company  the  latter  give  the 
treasurer  its  note  and  that  a  proper  record  thereof  be  made  in 
the  cash  book. 

Assessments 

The  company  keeps  no  cash  on  hand  but  borrows  money  to  pay 
losses  as  they  occur  and  at  the  end  of  the  fiscal  year  in  J anuary 
levies  an  assessment  sufficient  to  cover  all  outstanding  indebted¬ 
ness.  Assessments  are  paid  to  receivers  who  reside  in  the  various 
towns  of  the  counties  in  which  the  companv  does  business.  Thirty- 
seven  such  receivers  were  appointed  in  1911.  They  receive  2  per 
cent,  on  all  collections.  In  case  of  delinquency  in  payment  of 
assessments  the  company  charges  a  penalty  of  10  per  cent,  of  the 
assessment. 

Insurance  in  Force 

On  December  31,  1911,  there  were  4,491  policies  and 
$7,453,547  of  insurance  in  force. 


Advance  Payment 

The  company  charges  in  advance  a  policy  fee  of  $2  but  charges 
no  percentage. 

Bonds 

The  treasurer  is  bonded  in  the  sum  of  $10,000,  four  sureties 
signing  the  bond. 
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Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows : 

President — Charles  Baumes,  Esperance,  N.  Y.,  $100. 

Vice-President  —  0.  R.  Mann,  Richmondville,  N.  Y. 

Secretary  —  John  P.  Van  Vechten,  Esperance,  N.  Y.,  $1,200. 

Treasurer —  Isaac  Van  Vechten,  Esperance,  N.  Y.,  $400. 

In  addition  to  the  above,  each  officer  receives  $3  a  day  and 
expenses  for  adjusting  losses  and  the  secretary  is  allowed  $140  for 
printing,  postage  and  stationery,  and  $60  for  office  hire. 

The  company  has  no  executive  committee. 

The  principal  office  of  the  corporation  is  at  the  home  of  the 
secretary  in  Esperance,  N.  Y. 


SAUQUOIT  VALLEY  FARMERS  ASSOCIATION 

Sauquoit,  N.  Y. 

Examination  on  condition  as  of  July  31,  1912. 

Report  dated  August  9,  1912. 

Examiner:  J.  II.  Middleton. 

This  company  appears  to  have  been  organized  in  February, 
1878,  as  a  voluntary  co-operative  fire  insurance  association.  Its 
constitution  sets  forth  its  intention  to  transact  business  in  the 
counties  of  Oneida  and  Herkimer,  but  later  its  territory  was  ex¬ 
tended  to  include  also  the  counties  of  Otsego  and  Madison. 

On  December  27,  1910,  the  Department  issued  to  it  a  certificate 
authorizing  it  to  transact  business  as  a  county  assessment  co-opera¬ 
tive  fire  insurance  corporation  in  the  four  counties  named  above. 

No  previous  examination  of  the  company  has  been  made  by 
this  Department. 

The  assets  and  liabilities  of  the  company  on  July  31,  1912,  were 


as  follows : 

Assets 

Cash  in  hands  of  secretary  .  $800  00 

Cash  in  bank  .  2,645  81 

Unpaid  assessments  .  1,383  25 


$4,829  06 


Total  assets 
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Liabilities 


Unpaid  losses  .  $35  00 

Officers’  salaries  accrued .  700  00 

Total  liabilities  .  $735  00 


Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  five  years. 
The  company  insures  farm  property  and  detached  village  resi¬ 
dences.  Xo  classification  is  made,  each  policyholder  paying  the 
same  rate  of  assessment. 

The  duties  of  the  secretary  include  taking  all  applications,  in¬ 
specting  risks,  collecting  premiums  and  assessments  and  assisting 
in  the  adjustment  of  losses.  All  applications  taken  must  be 
approved  by  the  local  director  before  the  company  will  accept  the 
risk.  Directors  receive  $2.50  per  day  and  5  cents  per  mile  traveled 
for  services  rendered  to  the  company. 

Large  losses  are  adjusted  by  the  three  nearest  directors.  Money 
is  paid  out  by  check,  signed  by  the  treasurer. 

The  secretary  states  that  the  largest  amount  insured  which  is 
subject  to  a  single  fire  is  $5,000. 

The  executive  committee  audits  the  accounts  of  the  company 

annuallv. 

«/ 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre¬ 
tary  keeps  a  policy  register,  minutes  of  the  meetings  of  the  board 
of  directors  and  executive  committee  and  all  applications. 

Assessments 

Assessments  are  levied  only  when  necessary  to  pay  losses.  The 
amount  of  the  assessment  is  based  on  the  amount  of  losses  which 
have  been  sustained  but  is  estimated  also  to  raise  a  surplus  for 
future  losses.  Assessments  are  paid  directly  to  the  secretary.  Aew 
members  are  assessed  for  only  their  per  rata  share  of  the  losses 
which  occur  while  they  are  members  of  the  company.  ]STo  penalty 
for  delinquency  in  payment  of  assessments  is  charged  unless  legal 
action  is  brought  to  collect. 
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Insurance  in  Force 

On  December  31,  1911,  there  were  1,688  policies  and  $3,829,864 
of  insurance  in  force. 

Advance  Payment 

The  company  charges  in  advance  a  policy  fee  of  $1  on  all 
policies.  In  addition  to  this  amount  it  charges  a  percentage  of 
10  cents  per  $100  of  insurance. 

Bonds 

The  treasurer  has  given  personal  bond  in  the  sum  of  $9,000. 

Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows : 

President  —  M.  L.  Comstock,  Clinton,  X.  Y.,  $200  per  annum. 

Vice-President  —  H.  S.  Scott,  Winfield,  X.  Y.,  nothing. 

Secretary-Treasurer  —  J.  D.  C.  Miller,  Sauquoit,  X.  Y.,  $1,000  per  annum. 

The  executive  committee  is  composed  of  three  directors. 

The  principal  office  of  the  corporation  is  at  the  residence  of  the 
secretary  in  Sauquoit,  JST.  Y. 


UTICA  EIRE  INSURANCE  COMPANY  OF  ONEIDA 

COUNTY,  N.  Y. 

Utica,  N.  Y. 

Examination  on  condition  as  of  July  1,  1912. 

Report  dated  August  9,  1912. 

Examiner :  J.  H.  Middleton. 

This  company  appears  to  have  been  organized  in  October,  1903, 
as  a  co-operative  fire  insurance  company.  Its  certificate  of  incor¬ 
poration  sets  forth  its  intention  to  transact  business  in  the  county 
of  Oneida.  In  October,  1904,  its  territory  was  further  extended 
to  include  the  counties  of  Madison,  Chenango,  Otsego  and 
Herkimer. 

On  December  27,  1910,  the  Department  issued  to  it  a  certificate 
authorizing  it  to  continue  business  as  an  advance  premium  co- 
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operative  fire  insurance  corporation  in  the  five  counties  named 
above. 

On  September  30,  1910,  the  company  filed  a  certificate  of  in¬ 
tention  to  extend  its  business  into  fifty  additional  counties. 

The  only  previous  examination  of  the  company  was  made  by 
this  Department  in  September,  1909. 

The  assets  and  liabilities  of  the  company  on  July  1,  1912,  were 


as  follows : 

Assets 

Cash  in  bank  not  at  interest .  $2,971  18 

Cash  in  bank  at  interest .  2,500  00 

Agents’  balances  less  than  3  months  due .  2,724  42 

Agents’  balances  more  than  3  months  due .  282  37 

Book  value  of  bonds .  10,701  25 


Non-Ledger  Assets 

Accrued  interest  on  bonds . 

Gross  assets  . 

Deduct  Assets  Not  Admitted 

Agents’  balances  more  than  3  months  due . 

Book  value  of  bonds  in  excess  of  market  value . . 


$19,179  22 
168  75 


$19,347  97 


$282  37 
81  25 


Total  . .  363  62 

Total  admitted  assets  .  $18,984  35 


Liabilities 

Unearned  premium  liability .  $7,272  00 


Total  liabilities  .  $7,272  00 


Excess  of  assets  over  liabilities . .  $11,712  35 


Assets 

The  assets  of  the  company  consists  of  bank  deposits  of 
$2,971.18;  a  certificate  of  deposit  of  $2,500;  agents’  balances  of 
$3,006.79,  of  which  $282.37  has  been  deducted  as  an  asset  not 
admitted  since  it  represents  policies  written  more  than  three 
months  prior  to  the  date  of  examination.  The  other  assets  of  the 
company  comprise  the  following  bonds: 
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Description  of  bond 

Book  value 

Par  value 

Market  valu  e 
July  1,  1912 

Chicago,  Rock  Island  and 
First  Refunding  Gold 
4s,  due  1934  . 

Pacific 

Bonds, 

$4,493  75 

$5,000 

00 

$4,450  00 

Chicago  and  Alton  R.  R. 
ing  3s,  due  1949  . 

Refund- 

1,462  50 

2,000 

00 

1,420  00 

Southern  Pacific  First  Refunding 
Mortgage  4s,  due  1955  . 

4,745  00 

5,000 

00 

4,750  00 

Total . 

$10,701  25 

$12,000 

00 

$10,620  00 

Liabilities 


Tlie  only  liability  of  the  company  appears  to  be  on  account  of 
unearned  premiums,  which  was  computed  as  follows : 


Year  written 

Term 

Total 
premiums 
in  force 

Unearned 

fraction 

Unearned 

premiums 

July  1,  1911,  to  July  1, 

1912. . . 

1  yr. 

$10,579  75 

y2 

$5,289  87 

July  1,  1909,  to  July  1, 

1910. .. 

3  yrs. 

1,481  09 

y« 

246  85 

July  1,  1910,  to  July  1, 

1911. .. 

3  yrs. 

2,304  17 

y2 

1,  152  08 

July  1,  1911,  to  July  1, 

1912... 

3  yrs. 

2,881  45 

% 

2,401  20 

$9,090  00 

80  per  cent  thereof 

$7,272  00 

Conflagration  Hazard 

It  appears  that  the  company  has  in  force  in  the  business  section 
of  the  city  of  Utica,  Y.  Y.,  insurance  in  excess  of  the  limitation 
prescribed  in  section  267  of  the  Insurance  Law,  namely  1  per 
centum  of  the  total  amount  of  insurance  in  force  in  the  company. 


Expense  of  Management 

In  1911  the  total  ratio  of  expense  of  management  to  premium 
income  was  36  per  cent.  Excluding  from  the  expense  of  manage¬ 
ment  expenses  “  incurred  in  the  inspection  of  risks  and  adjust¬ 
ment  of  losses  and  legal  expenses  connected  therewith,”  the  ex¬ 
pense  of  management  was  35.5  per  cent,  of  the  premium  income. 

Insurance  in  Force 

On  July  1,  1912,  there  were  2,002  policies  and  $1,678,064  of 
insurance  in  force. 
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Bonds 

The  bonds  formerly  given  by  the  officers  of  the  company  have 
expired  and  have  not  been  renewed. 

Management 

All  policies  are  issued  by  the  manager,  who  has  charge  of  the 
underwriting.  The  company  does  a  general  business,  except  that 
no  farm  property  is  taken.  The  largest  policy  in  force  is  for 
$2,000.  The  secretary  states  that  except  for  the  excess  insurance 
in  the  business  section  of  Utica,  none  of  the  conflagration  limita¬ 
tions  of  section  267  of  the  Insurance  Law  have  been  exceeded. 

Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows.: 

President  —  George  I.  Whiff en,  Utica,  N.  Y. 

Vice-President  —  W.  Henry  Start,  Utica,  N.  Y. 

Secretary  —  Harriet  A.  Ackroyd,  Utica,  N.  Y.,  $500  per  annum. 

Treasurer  —  Frederick  W.  Owen,  Utica,  N.  Y. 

Manager  —  Frank  E.  Holmes,  New  Berlin,  N.  Y.,  $500  per  annum. 

The  principal  office  of  the  company  is  located  at  Utica,  N.  Y. 


WEST  SENECA  MUTUAL  EIRE  INSURANCE  ASSO¬ 
CIATION 

Ebenezer,  N.  Y. 

Examination  on  condition  as  of  September  1,  1912. 

Report  dated  September  26,  1912. 

Examiner:  J.  H.  Middleton. 

This  company  appears  to  have  been  organized  in  April,  1894, 
as  a  co-operative  fire  insurance  company.  Its  certificate  of  in¬ 
corporation  sets  forth  its  intention  to  transact  business  in  the 
county  of  Erie,  and  no  extension  beyond  such  territory  has  ever 
been  made. 

On  December  27,  1910,  the  Department  issued  to  it  a  certifi¬ 
cate  authorizing  it  to  continue  business  as  an  advance  premium 
co-operative  fire  insurance  corporation  in  the  territory  named 
above. 
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No  previous  examination  of  the  company  has  been  made  by 
this  Department. 

The  assets  and  liabilities  of  the  company  on  September  1,  1912, 
were  as  follows: 

Assets 


Cash  in  hands  of  secretary .  $268  37 

Cash  in  bank  .  4,045  80 

Unpaid  premiums  .  160  25 

Accrued  interest  on  cash  in  bank .  21  03 


Total  assets  .  $4,495  45 


Liabilities 

Unearned  premiums  .  $1,880  01 

Unpaid  bills  .  3  00 


Total  liabilities  .  1,883  01 


Excess  of  assets  over  liabilities 


$2,612  44 


Assets 

The  assets  of  the  corporation  include  the  sum  of  $268.37  cash 
in  the  hands  of  the  secretary.  There  is  also  deposited  in  bank 
to  the  credit  of  the  company  the  sum  of  $4,045.80.  There  are 
unpaid  premiums  amounting  to  $160.25  and  accrued  interest 
on  cash  in  bank  of  $21.03. 


Liabilities 

The  liabilities  of  the  corporation  include  unpaid  premium  re¬ 
serve  amounting  to  $1,880.01.  The  only  other  liability  of  the 


company  appears  to  be  the  sum  of 
earned  premium  reserve  has  been 
section  267  of  the  Insurance  Law 


Year  written  Term 

Sept.,  1911,  to  Sept.,  1912 .  1  yr. 

Sept.,  1909,  to  Sept.,  1910 .  3  yrs. 

Sept.,  1910,  to  Sept.,  1911 .  3  yrs. 

Sept.,  1911,  to  Sept.,  1912 .  3  yrs. 

Sept.,  1909,  to  Sept.,  1910 .  5  yrs. 


$3  due  for  printing.  The  un¬ 
computed  in  accordance  with 
as  follows: 


T  otal 

Unearned 

Unearned 

premiums 

fraction 

premiums 

$184  15 

y2 

$92  07 

697  70 

Ye 

116  28 

1,286  92 

% 

643  46 

1,  728  97 

% 

1,439  14 

118  13 

y2 

59  06 

$2,350  01 
1,880  01 


Total . 

80  per  cent,  thereof 
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Method  of  Business 

Policies  are  issued  by  tlie  secretary  for  the  terms  of  one  and 
three  years.  The  company  insures  farm  property,  village  dwell¬ 
ings,  schoolhouses  and  churches  and  mercantile  property.  Risks 
are  divided  into  six  classes  and  the  premium  is  collected  in  ad¬ 
vance. 

The  company  employs  agents  whose  duty  it  is  to  take  risks, 
inspect  property  insured  and  collect  premiums.  For  taking  risks, 
the  director  receives  15  per  cent,  of  the  premium  on  new  policies, 
but  receives  no  commission  on  renewals. 

Losses  are  adjusted  by  a  committee  appointed  by  the  president. 
Money  is  paid  out  by  check  signed  by  the  secretary  and  treasurer. 

The  secretary  states  that  the  largest  amount  insured  in  any  one 
risk  is  $2,000. 

The  accounts  of  the  company  are  audited  annually  bv  an  audit- 
ing  committee. 

Risks  are  passed  on  by  the  board  of  directors. 

Records 

In  accordance  with  the  requirements  of  the  by-laws  the  secre¬ 
tary  keeps  a  policy  register,  minutes  of  the  meetings  of  the 
members  and  of  the  board  of  directors.  The  company  does  not 
use  applications. 

Insurance  in  Force 

On  December  31,  1911,  there  were  331  policies  and  $398,138 
of  insurance  in  force. 

Bonds 

The  secretary  and  the  treasurer  have  each  given  surety  in¬ 
surance  bonds  in  the  sum  of  $5,000. 

Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows : 

President — Victor  J.  Fischer,  Gardenville,  X.  Y.,  $25  per  year. 

Vice-President  —  Edward  Wendling,  Ebenezer,  X.  Y.,  nothing. 

Secretary  —  Charles  C.  Brown,  Ebenezer,  X.  Y.,  $200  per  year. 

Treasurer  —  Charles  Lehning,  Ebenezer,  X.  Y.,  $25  per  year. 

The  company  has  no  executive  committee. 

The  principal  office  of  the  corporation  is  at  the  residence  of 
the  secretary  in  Ebenezer,  R.  Y. 
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THE  WILTON  MUTUAL  FIRE  INSURANCE  COMPANY 

Wilton,  N.  Y. 

Examination  on  condition  as  of  August  29,  1912. 

Report  dated  August  30,  1912. 

Examiner:  J.  H.  Middleton. 

This  company  appears  to  have  been  organized  in  April,  1894, 
as  a  co-operative  fire  insurance  company.  Its  certificate  of  in¬ 
corporation  sets  forth  its  intention  to  transact  business  in  the 
town  of  Wilton,  county  of  Saratoga,  and  no  extension  beyond 
such  territory  has  ever  been  made. 

On  December  27,  1910,  the  Department  issued  to  it  a  certifi¬ 
cate  authorizing  it  to  continue  business  as  a  town  assessment  co¬ 
operative  fire  insurance  corporation  in  the  territory  named  above. 

No  previous  examination  of  the  company  has  been  made  by  the 
Department. 

The  assets  and  liabilities  of  the  company  on  August  29,  1912, 
w'ere  as  follows: 

Assets 


Cash  in  hands  of  treasurer  (estimated)  .  $100  00 

Total  assets  .  $100  00 


Liabilities 


Unpaid  losses  (not  due)  .  $600  00 

Total  liabilities  .  $600  00 


Assets 

The  assets  of  the  corporation  include  cash  in  the  hands  of  the 
treasurer  which  the  secretary  estimates  to  amount  to  $100.  I 
would  recommend  that  the  secretary  keep  a  record  of  all  sums 
in  the  hands  of  the  treasurer. 

Liabilities 

The  liabilities  of  the  corporation  consist  of  an  unpaid  loss 
amounting  to  $600.  This  loss  was  incurred  recently  and  no  as¬ 
sessment  has  yet  been  levied  to  meet  it. 
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Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  terra  of  five  years. 
The  company  insures  farm  property  and  detached  village  resi¬ 
dences.  Risks  are  divided  into  three  classes  according  to  the 
structure  and  condition  of  the  buildings  and  the  third  class  is 
further  subdivided  into  five  classes  according  to  the  distance  be¬ 
tween  the  property  insured  and  other  buildings.  The  rates  and 
distances  are  prescribed  in  the  by-laws. 

The  company  employs  two  agents  whose  duty  it  is  to  take  ap¬ 
plications  and  make  surveys.  For  taking  the  applications  and 
making  the  survey  the  agents  receive  $1  per  application. 

Losses  are  adjusted  by  a  committee  of  three  directors  who  are 
appointed  by  the  board  of  directors. 

Money  is  paid  out  by  the  treasurer  usually  by  check. 

The  secretary  states  that  the  largest  amount  insured  in  any 
one  risk  is  $3,900. 

The  executive  committee  passes  on  all  applications. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre¬ 
tary  keeps  a  policy  register,  minutes  of  the  meetings  of  the  mem¬ 
bers  and  of  the  board  of  directors  and  all  applications.  In  ad¬ 
dition  I  would  recommend  that  he  keep  minutes  of  the  meetings 
of  the  executive  committee  as  required  by  the  by-laws. 

Assessments 

Assessments  are  levied  only  when  necessary  to  pay  losses. 

The  amount  of  the  assessment  is  based  on  the  amount  of  losses 
which  have  been  sustained,  but  is  sometimes  estimated  also  to 
raise  a  small  surplus  for  expenses.  Assessments  are  paid  to  the 
local  director  and  by  him  transmitted  to  the  secretary.  Rew 
members  are  assessed  for  only  their  pro  rata  share  of  losses  and 
expenses  incurred  during  their  period  of  membership. 

Insurance  in  Force 

On  December  31,  1911,  there  were  89  policies  and  $115,837 
of  insurance  in  force. 
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Advance  Payment 

The  company  charges  in  advance  a  policy  fee  of  $1.25  on  all 
policies.  Tn  addition  to  this  amount  it  charges  a  percentage  of 
10  cents  on  each  $100  of  insurance. 

Bonds 

The  president  states  that  the  treasurer  has  given  a  personal 
bond  in  the  sum  of  $1,200. 

Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows : 

President  —  E.  J.  Smith,  R.  D.  2,  Saratoga  Springs,  N.  Y. 

Vice-President  —  Charles  H.  Carr,  R.  D.  2,  Saratoga  Springs,  N.  Y. 

Secretary  —  William  F.  Hodges,  R.  D.  2,  Saratoga  Springs,  N.  Y. 

Treasurer  —  Charles  J.  Waller,  Saratoga  Springs,  1ST.  Y. 

In  lieu  of  a  salary  the  secretary  receives  25  cents  for  each 
policy  issued  and  is  paid  by  the  hour  for  his  time  in  making  out 
assessments. 

The  executive  committee  is  composed  of  the  president,  the  vice- 
president  and  the  secretary. 

The  principal  office  of  the  corporation  is  at  the  residence  of  the 
secretary  at  Wilton,  N.  Y. 


WHITE  CREEK  EIRE  INSURANCE  COMPANY 

Eagle  Bridge,  N.  Y. 

Examination  on  condition  as  of  July  24,  1912. 

Report  dated  August  9,  1912. 

Examiner:  J.  H.  Middleton. 

This  company  appears  to  have  been  organized  in  February, 
1895,  as  a  co-operative  fire  insurance  company.  Its  certificate  of 
incorporation  sets  forth  its  intention  to  transact  business  in  the 
town  of  White  Creek  in  Washington  county,  and  no  extension 
beyond  such  territory  has  been  made. 

On  December  27,  1910,  the  Department  issued  to  it  a  certifi¬ 
cate  of  authority  to  continue  business  as  a  town  assessment 
corporation  in  the  territory  named  above. 

No  previous  examination  of  the  company  has  been  made  by  the 
Department. 
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The  assets  and  liabilities  of  the  company  on  July  24,  1912, 


were  as  follows: 

Assets 

Cash  in  hands  of  treasurer  .  $43  25 

Total  assets  .  $43  25 

Liabilities 

Unpaid  losses  .  $10  00 

Total  liabilities  .  $10  00 


Method  of  Business 

Policies  are  issued  by  the  secretary  for  the  term  of  live  years. 
The  company  insures  farm  property  only.  TsTo  classification  is 
made,  each  policyholder  paying  the  same  rate  of  assessment 

The  duties  of  the  secretary  include  taking  applications,  in¬ 
specting  risks,  collecting  fees,  making  assessments  and  assisting 
in  the  adjustment  of  losses. 

Large  losses  are  adjusted  by  the  board  of  directors. 

The  secretary  states  that  the  largest  amount  insured  in  any 
one  risk  is  $4,000. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  secre¬ 
tary  keeps  a  policy  register,  minutes  of  the  meetings  of  the  mem¬ 
bers,  and  of  the  hoard  of  directors. 

Assessments 

Assessments  are  levied  only  when  necessary  to  pay  losses.  The 
amount  of  the  assessment  is  based  on  the  amount  of  losses  which 
have  been  sustained,  hut  it  is  estimated  to  raise  also  a  small  sum 
for  expenses.  ISTew  members  are  assessed  for  only  their  share  of 
losses  and  expenses  incurred  while  they  are  members  of  the 
company. 

Insurance  in  Force 

On  December  31,  1911,  there  were  147  policies  and  $332,860 
of  insurance  in  force. 

Advance  Payment 

The  company  charges  in  advance  a  policy  fee  of  $2  on  all 
policies  hut  charges  no  percentage. 
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Bonds 

No  officers  of  the  company  are  bonded. 

Officers 

The  officers  of  the  company  and  salaries,  if  any,  are  as  follows : 

President  —  John  C.  Cottrell,  Eagle  Bridge,  N.  Y. 

Secretary  —  S.  B.  Sweet,  Eagle  Bridge,  N.  Y. 

Treasurer  —  John  C.  Cottrell,  Eagle  Bridge,  N.  Y. 

In  lieu  of  a  salary  the  secretary  receives  $1  on  each  applica¬ 
tion  taken  by  him. 

The  company  has  no  executive  committee. 

The  principal  office  of  the  corporation  is  at  the  residence  of 
the  secretary  in  Eagle  Bridge,  N.  Y. 


WYOMING  VALLEY  EIRE  INSURANCE  COMPANY 

Warsaw,  N.  Y. 

Examination  on  condition  as  of  June  1,  1912. 

Report  dated  June  19,  1912. 

Examiner:  J.  H.  Middleton. 

This  company  appears  to  have  been  organized  in  Eebruary, 
1892,  as  a  co-operative  fire  insurance  corporation.  Its  certifi¬ 
cate  of  incorporation  sets  forth  the  intention  of  the  directors  to 
transact  business  in  Wyoming  county.  On  May  19,  1906,  it 
filed  a  certificate  of  intention  to  extend  its  business  into  four 
additional  counties,  namely,  Genesee,  Livingston,  Allegany  and 
Erie. 

The  name  of  the  corporation  as  set  forth  in  its  original  certifi¬ 
cate  of  incorporation  was  u  Wyoming  County  Farmers  Alliance 
Co-operative  Fire  Insurance  Company.”  On  January  1,  1898, 
the  name  was  changed  to  the  “  Wyoming  County  Co-operative 
Eire  Insurance  Company  ”  and  on  July  1,  1907,  it  was  again 
changed  to  the  “  Wyoming  Valley  Eire  Insurance  Company.” 

On  December  27,  1910,  the  Department  issued  to  it  a  certifi¬ 
cate  authorizing  the  company  to  continue  business  as  an  advance 
premium  corporation  in  the  five  counties  named  above. 
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On  April  13,  1911,  the  company  filed  a  certificate  of  intention 
to  extend  into  twenty-six  additional  counties. 

The  only  previous  examination  of  the  company  was  made  by 
this  Department  in  September,  1909. 

The  assets  and  liabilities  of  the  company  on  June  1,  1912, 
were  as  follows: 

Assets 


Cash  in  bank  .  $14,664  33 

Agents’  balances  less  than  3  months  due .  7,246  36 

Agents’  balances  over  3  months  due .  848  30 

Total .  $22,758  99 

Deduct  Assets  Not  Admitted 

Agents’  balances  over  3  months  due .  848  30 

Total  admitted  assets  .  $21,910  69 


Liabilities 


Unearned  premiums  .  $27,922  88 

Unpaid  losses  .  1,650  50 

Total  liabilities  .  $29,573  38 


Assets 

The  principal  asset  of  the  company  is  the  sum  of  $14,664.33 
cash  which  is  deposited  in  the  Wyoming  County  National  Bank 
of  Warsaw,  N.  Y.  The  bank  pays  interest  on  the  company’s 
entire  monthly  balance.  The  only  other  asset  of  the  company 
appears  to  he  the  sum  of  $8,094.66  due  from  agents.  Of  this 
sum  $848.30  represents  policies  written  more  than  three  months 
prior  to  the  date  of  examination  and  have,  therefore,  been  de¬ 
ducted  as  an  asset  not  admitted  by  the  Insurance  Law. 

Liabilities 

The  principal  liability  of  the  company  is  on  account  of  un¬ 
earned  premiums  which  amount  to  $27,922.88.  The  only  other 
liability  of  the  company  appears  to  be  $1,650.50  due  for  losses. 

Unearned  Premiums 

The  unearned  premium  has  been  computed  in  accordance  with 
section  267  of  the  Insurance  Law.  The  figures  by  which  the 
total  was  arrived  at  are  as  follows: 
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Year  written 

Term 

Gross  premium 
charges 

Fraction 

unearned 

Amount  of  pre¬ 
mium  unearned 

June  1,  1911,  to  May  31, 

1912.. 

1  yr. 

$8,  124  83 

% 

$4,062  41 

June  1,  1909,  to  May  31, 

1910. . 

3  yrs. 

14,461  20 

% 

2,410  20 

June  1,  1910,  to  May  31, 

1911. . 

3  yrs. 

16,619  38 

y2 

8,309  69 

June  1,  1911,  to  May  31, 

1912. . 

3  yrs. 

24,  145  55 

% 

20,121  30 

Total . 

$34,903  60 
27,922  88 

80  per  cent  thereof.  . 

Records 

In  accordance  with  the  requirements  of  the  by-laws  the  secre¬ 
tary  keeps  a  policy  register  and  minutes  of  the  proceedings  of  the 
board  of  directors  and  executive  committee.  In  addition  I  would 
recommend  that  the  company  keep  a  permanent  record  of  un¬ 
earned  premiums  on  a  monthly  basis  and  revise  its  method  of 
keeping  the  cash  book  by  entering  in  income  all  sums  received 
and  in  disbursements  all  sums  paid  out,  so  that  the  difference 
between  the  two  sides  of  the  account  will  show  the  exact  amount 
of  cash  on  hand  at  all  times. 

Expense  of  Management 

The  expense  of  management  of  the  company  in  1911  was  26.9 
per  cent,  of  the  premium  income. 

Conflagration  Hazard 

In  the  annual  statement  the  secretary  states  that  the  company 
has  not  exceeded  the  conflagration  limitations  of  section  267  of 
the  Insurance  Law.  There  appears  to  he,  however,  no  complete 
record  in  the  office  of  the  company  to  verify  this  statement 
but  a  card  system  classifying  all  risks  by  towns,  streets  and  sides 
of  streets  is  now  being  started. 

Bonds 

The  secretary  has  given  a  personal  bond  in  the  sum  of  $10,000 
signed  by  one  surety  and  the  treasurer  has*  given  a  personal  bond 
in  the  sum  of  $15,000  signed  by  two  sureties. 

Officers 

The  officers  of  the  company  and  salaries  paid  in  1911  are  as 
follows : 
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President  —  A.  X.  Peckham,  Pike,  X.  Y.,  $100  per  annum. 

Vice-President  —  E.  W.  Cooper,  Perry,  X.  Y.,  nothing. 

Secretary  —  W.  W.  Smallwood,  Warsaw,  X.  Y.,  $1,200  per  annum. 

Manager  —  W.  W.  Smallwood,  Warsaw,  X.  Y.,  $610. 

Treasurer  —  W.  H.  Roeper,  Wyoming,  X.  Y.,  nothing. 

The  executive  committee  is  composed  of  the  president,  the  vice- 
president,  the  secretary,  the  treasurer  and  one  director. 

The  principal  office  of  the  corporation  is  at  Warsaw,  N.  Y. 


UNION  MUTUAL  FIRE  INSURANCE  COMPANY  OF 

SCHOHARIE  COUNTY 

Middleburgh,  N.  Y. 

Examination  on  condition  as  of  December  9,  1912. 

Repoi't  dated  February  4,  1913. 

Examiner:  J.  H.  Middleton. 

This  company  appears  to  have  been  organized  in  May,  1905, 
as  a  co-operative  fire  insurance  corporation.  Its  certificate  of  in¬ 
corporation  sets  forth  its  intention  to  transact  business  in  the 
county  of  Schoharie,  and  no  extension  beyond  such  territory  has 
ever  been  made. 

On  December  27,  1910,  the  Department  issued  to  it  a  certifi¬ 
cate  of  authority  to  continue  business  as  an  advance  premium 
co-operative  fire  insurance  corporation  in  the  territory  named 
above. 

The  only  previous  examination  of  the  company  was  made  by 
an  examiner  of  the  Department  on  November  16,  1909. 

The  assets  and  liabilities  of  the  company  at  the  close  of 
business  on  December  9,  1912,  were  as  follows: 

Assets 


Undeposited  check  . ' .  $27  9S 

Cash  in  bank  .  81  62 

Due  from  agents  .  129  15 

Total  assets  .  $238  75 

Deduct  Assets  Not  Admitted 

Undeposited  check  .  27  98 

Total  admitted  assets  .  $210  77 


None. 


Liabilities. 
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The  assets  of  the  company  include  an  undeposited  check  for 
$27.98.  Inasmuch  as  this  check  was  dated  in  July,  1912,  but 
never  deposited,  I  have  not  allowed  it  as  an  asset.  There  is 
also  deposited  in  bank  to  the  credit  of  the  company  the  sum  of 
$81.62.  I  find  on  the  book  agents'  balances  due  the  company 
amounting  to  $29.15,  all  of  which  have  been  due  for  at  least 
one  year. 

The  company  keeps  no  loss  claim  register.  I  was,  therefore, 
unable  to  verify  from  any  record  whether  all  such  claims  had 
been  met.  The  secretary  states,  however,  that  there  are  no  loss 
claims  outstanding  or  any  other  unpaid  bills. 

Discontinuance  of  Business 

From  the  records  of  the  company  it  appears  that  no  policies 
were  written  during  the  year  1912.  It  appears  that  a  number 
of  the  policies  outstanding  were  cancelled  and  such  risks  placed 
in  other  companies.  The  larger  part  of  the  balance  of  the  out¬ 
standing  policies  were  taken  over  by  the  Merchants  and  Farmers’ 
Mutual  Fire  Insurance  Company  of  Schoharie  and  Albany 
Counties  under  an  “  assumption  agreement,”  a  copy  of  which  is 
attached  hereto.  In  case  the  assured  did  not  choose  to  accept 
the  “  assumption  agreement  ”  the  secretary  states  that  the  un¬ 
earned  premium  was  tendered  the  assured.  The  company  paid 
the  Merchants  and  Farmers’  Mutual  Fire  Insurance  Company 
the  sum  of  $96.80,  estimated  to  be  the  amount  of  the  unearned 
premium  on  the  policies  assumed  by  the  said  company.  In  a 
few  cases  the  company  is  unable  to  produce  evidence,  either  in 
the  form  of  an  assumption  agreement  or  of  a  surrendered  policy, 
that  its  outstanding  contracts  have  been  cancelled  or  assumed  by 
another  company. 

The  secretary  states  that  it  is  the  desire  of  the  board  of 
directors  that  the  company’s  affairs  be  terminated  and  it  be 
dissolved. 

Records 

In  accordance  with  the  requirements  of  the  by-laws,  the  com¬ 
pany  keeps  a  policy  register,  but  the  minutes  of  the  board  of 
directors  have  never  been  written  up  but  merely  consist  of  frag¬ 
mentary  notes  on  loose  sheets. 
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Bonds 

~No  officers  or  agents  of  the  company  have  given  bonds. 

Officers 

The  officers  of  the  company  are  as  follows: 

President  —  Daniel  D.  Frisbie. 

Secretary  —  George  B.  Frisbie. 

Treasurer  —  Olin  A.  Snvder. 
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MANHATTAN  LIFE  INSUKANCE  COMPANY 

New  York,  N.  Y. 

Examination  on  condition  as  of  December  31,  1911. 

Report  dated  July  8,  1912. 

Examiner:  Henry  A.  Watkins. 

Assistant  Examiners:  Cunningham ,  Derrick,  Feder,  Heath, 
Lynch,  Norton,  Van  Tuyl,  Wheeler  and  Wood. 

Examination  of  Dividend  System 

Report  dated  April  9,  1912. 

By  Harwood  E.  Ryan,  Assistant  Actuary. 

As  the  examination  was  started  so  late  in  the  year,  it  was 
thought  best  to  bring  it  down  to  the  end  of  the  year.  By  so 
doing,  the  work  of  the  past  four  years  has  been  examined  and  the 
annual  statement  of  the  company  for  1911  has  been  checked. 

History 

The  Manhattan  Life  Insurance  Company  is  a  stock  corpora¬ 
tion.  It  was  incorporated  May  29,  1850,  under  chapter  308  of 
the  Laws  of  1849,  and  the  first  policy  was  placed  on  its  books  Au¬ 
gust  1,  1850.  It  has  a  guarantee  capital  of  one  hundred  thousand 
dollars,  divided  into  shares  of  fifty  dollars  each.  The  corporate 
powers  are  vested  in  a  board  of  directors  and  such  officers  and 
agents  as  they  may  appoint.  The  board  consists  of  thirty-six 
members,  a  majority  of  whom  must  be  citizens  of  the  State  of 
New  York,  and  at  least  one-half  of  whom  shall  be  proprietors  of 
at  least  ten  shares  each  of  the  guarantee  capital.  The  remaining 
one-half  may  be  either  insurers  of  life  policies  paying  premiums 
to  the  company  of  at  least  one  hundred  dollars  per  annum,  or  per¬ 
sons  entitled  to  annuities  of  at  least  the  same  amount  annually. 
Twelve  directors  are  elected  each  year  for  a  term  of  three  years, 
or  until  their  successors  are  elected.  Every  shareholder  is  en¬ 
titled  to  one  vote  for  each  share  standing  in  his  name  and  any  per¬ 
son  insured  for  life  paying  a  premium  of  not  less  than  seventy- 
five  dollars  yearly,  or  entitled  to  an  annuity  of  not  less  than 
seventy-five  dollars  annually,  shall,  in  like  manner,  be  entitled  to 
one  vote.  Votes  may  be  given  in  person  or  by  proxy  duly  author¬ 
ized  in  writing. 
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Division  op  Profits 

Hie  charter  provides  that  one-eighth  of  the  profits  shall  be  paid 
to  the  stockholders  and  the  remaining  seven-eighths  shall  be  issued 
in  scrip  to  the  policyholders  once  every  three  years.  Before  ascer¬ 
taining  and  dividing  protits,  provision  is  made  for  the  payment  of 
interest  not  exceeding  7  per  cent,  to  the  holders  of  the  guarantee 
capital  and  not  exceeding  6  per  cent,  to  the  holders  of  scrip. 
Should  the  funds  be  insufficient  to  meet  both  interest  payments, 
the  interest  on  capital  is  to  be  paid  first  and  the  balance  divided 
pro  rata  among  holders  of  scrip.  A  further  provision  allows  the 
retirement  of  outstanding  scrip  whenever  it  amounts  to  $500,000 
by  applying  further  profits  to  such  retirement  and  issuing  new 
scrip  for  the  profits  of  each  year.  Outstanding  scrip  is  liable  to  as¬ 
sessment  for  losses  of  the  company. 

USTo  scrip  is  outstanding  at  the  present  time  and  none  has  been 
issued  for  many  years  as  the  company  claims  the  right,  under 
former  section  83  of  the  Insurance  Lav/,  to  distribute  profits  to 
policyholders  in  cash. 

From  1850  to  1864,  the  records  of  the  company  arn  incomplete 
and  it  is  impossible  to  accurately  determine  the  amounts  paid 
stockholders  and  policyholders.  From  1865  to  1911  inclusive 
stockholders  have  received  dividends  amounting  to  $1,150,000, 
and  policyholders  have  received  $8,1 84, 335. 89.  It  is  evident  from 
these  figures  that  the  aggregate  payments  are  not  in  the  exact  pro¬ 
portion  of  one-eighth  and  seven-eighths.  Using  the  amount  paid 
policyholders  as  a  basis,  the  stockholders  would  be  entitled  to 
$1,169,190.84,  of  which  amount  $1,150,000  has  been  paid. 

The  following  statement  shows  the  income  and  disbursements 
for  the  year  1911  and  the  condition  of  the  company  on  December 
31,  1911: 

Income 

First  year’s  premiums,  less  $7,591.16  reinsur¬ 
ance  .  $186, 772  42 


Dividends  applied  to  purchase  paid-up  addi¬ 
tions  and  annuities .  6,927  66 

Consideration  for  original  annuities  involving 

life  contingencies  .  4,000  00 


Total  new  premiums 


$197,700  08 
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Renewal  premiums,  less  $26,972.52  reinsurance.  $1,953,111  77 
Dividends  applied  to  pay  renewal  premiums..  56,962  31 
Surrender  values  applied  to  pay  renewal  pre¬ 
miums  .  2, 143  92 


Total  renewal  premiums 


$2,012,218  00 


Total  premium  income . 

Consideration  for  supplementary  contracts  not  involving  life 

contingencies . 

Dividends  left  with  the  company  to  accumulate  at  interest.. 


Interest  on  mortgages .  $413,748  59 

Interest  on  bonds  and  dividends  on  stocks,  less 
$2,566.67  accrued  interest  on  bonds  acquired 

in  1911  .  167,168  33 

Interest  on  premium  notes,  policy  loans  or 

liens .  180,699  39 

Interest  on  deposits  in  banks  and  trust  com¬ 
panies  .  12, 472  29 

Interest  on  other  debts  due  the  company .  550  77 

Rent  from  company’s  property,  including  $51,- 
500  for  company’s  occupancy  of  its  own 
buildings .  270,  890  00 


$2,209,918  08 

62,000  00 
1,  732  21 


Total  interest  and  rents .  1,045,529  37 

From  other  sources: 

Claim  collected  from  Mutual  Life  Insurance  Company  on 

Richard  J.  Ball  policy .  10,083  00 

Suit  of  company  vs.  Richard  Deeves  &  Son,  compromised  for..  4,000  00 

Legal  expenses  repaid  by  an  agent .  100  00 

Repayment  of  forged  check  account  of  policy  loan .  44  00 

From  agents’  balances  previously  charged  off .  434  35 

Gross  profit  on  sale  of  stocks .  2,963  74 

Gross  increase,  by  adjustment  in  book  value  of  bonds .  3,221  00 


Total  income  .  $3,340,025  75 

Ledger  assets  December  31,  1910 .  20,859,200  97 

Total . $24,  199,226  72 


Disbursements 

Death  claims  (less  $60,228  reinsurance) .  $1,257,447  22 

Additions .  2,758  00 

-  $1,  260,  205  22 

Matured  endowments .  85,  826  00 


Net  death  claims  and  matured  endowments 


$1,346,031  22 
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Annuities  involving  life  contingencies . 

Premium  notes  and  liens  voided  by  lapse,  less  $6,011.06 


restorations . 

Surrender  values  paid  in  cash . 

Surrender  values  applied  to  pay  new  premiums.  $7,217  91 
To  pay  renewal  premiums .  2,  143  92 


Dividends  paid  in  cash . 

Dividends  applied  to  pay  renewal  premiums . 

Dividends  applied  to  purchase  paid-up  additions  and  annuities. 
Dividends  left  with  company  to  accumulate  at  interest . 

(Total  paid  policyholders . $2,187,362.68) 

Expense  of  investigation  and  settlement  of  policy  claims,  in¬ 
cluding  $50  for  legal  expense . 

Claims  on  supplementary  contracts  not  involving  life  con¬ 
tingencies  . 

Dividends  and  interest  thereon,  held  on  deposit,  surrendered 

during  the  year . 

Paid  stockholders: 

Interest .  $7,000  00 

Dividends .  9,000  00 


Commissions  to  agents  (less  commissions  on 
reinsurance)  : 

First  year’s  premiums .  $84,604  38 

Renewals .  121,540  55 

Annuities .  120  00 


Agency  supervision  and  traveling  expenses  of  supervisors  and 

agents  . 

Branch  office  expenses,  including  salaries  of  managers  and 

clerks . 

Medical  examiners’  fees,  $11,137.15;  inspection  of  risks, 

$4,315.21 . 

Salaries  and  all  other  compensation  of  officers,  directors,  trus¬ 
tees  and  home  office  employees . 

Rent,  including  $51,500  for  company’s  occupancy  of  its  own 

buildings,  less  $200  received  under  sub-lease . 

Advertising  $5,139.56;  printing  and  stationery,  $7,405.06; 
postage,  telegraph,  telephone  and  express,  $9,051.61 ;  ex¬ 
change,  $1,276.16  . 

Legal  expenses . 

Furniture,  fixtures  and  safes . 

Repairs  and  expenses  (other  than  taxes)  on  real  estate . 

Taxes  on  real  estate . 

State  taxes  on  premiums . 

Insurance  department  licenses  and  fees . 


$9,536  69 

13,226  97 
598,388  58 


9,361  83 
145, 195  21 
56,962  31 
6,927  66 
1,732  21 


2,396  97 
4,228  67 
389  77 


16,000  00 


206,264  93 
10,830  27 
24,628  87 
15,452  36 
116,603  25 
66,408  79 


22.872  39 
16,660  45 
1,129  00 
95, 824  22 
79,928  00 
36,081  14 
4,015  17 
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All  other  licenses,  fees  and  taxes: 

Federal  corporation  tax .  $1,686  93 


County  and  municipal  licenses  and  taxes. .  .  .  958  49 

Legal  advertising  .  731  37 

-  $3,  376  79 

All  other  disbursements .  18,239  46 

Gross  decrease,  by  adjustment  in  book  value  of  bonds .  2,413  00 


Total  disbursements  .  $2,931,106  18 


Balance . $21,268,  120  54 


Ledger  Assets 

Book  value  of  real  estate .  $5,474,840  73 

Mortgage  loans  on  real  estate .  7,931.690  71 

Loans  to  policyholders  on  this  company’s  policies  assigned 

as  collateral  .  3,517,206  07 

Premium  notes  on  policies  in  force,  of  which  $13,213.17  is 

for  first  year’s  premiums .  216,  173  10 

Book  value  of  bonds,  $3,597,421,  and  stocks,  $183,901.25 .  3.781.322  25 

Cash  in  company’s  office .  9.214  30 

Deposits  in  trust  companies  and  banks  not  on  interest .  25,000  00 

Deposits  in  trust  companies  and  banks  on  interest .  288,943  59 

Agents’  balances,  net .  23,729  79 


$21,268,  120  54 

Non- Ledger  Assets 


Interest  accrued  on  mortgages .  $165,506  09 

Interest  accrued  on  bonds .  56,064  10 

Interest  due,  $45,710.04,  and  accrued,  $8,168.94, 

on  premium  notes,  policy  loans  or  liens .  53,878  98 

Interest  accrued  on  bank  deposits .  2,744  61 

Rents  due,  $4,236.29,  and  accrued,  $8,018.33...  12,254  62 


Total  interest  and  rents  due  and  accrued 
Xet  uncollected  and  deferred  premiums . 


290,448  40 
167,859  24 


Gross  assets 


$21,726,428  18 


Deduct  Assets  Not  Admitted 


Agents’  debit  balances .  $24,274  32 

Premium  notes  and  policy  loans  in  excess  of 

the  reserve  .  17  34 

Book  value  of  ledger  assets  over  market 
value,  viz.: 

Stocks  .  62,401  25 

Real  estate  .  99,640  73 


186,333  64 


$21,540,094  54 


Total  admitted  assets 
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Liabilities 

Legal  reserve  on  policies  outstanding  December  31,  1911 . $19,265,644  00 

Deduct  net  value  of  risks  reinsured .  109,067  00 


Net  reserve  . 

Present  value  of  supplementary  contracts  not  involving  life 

contingencies . 

Liability  on  policies  cancelled  and  not  included  in  net  reserve. 


Claims  for  death  losses  due  and  unpaid .  $3,  746  75 

Claims  for  death  losses  in  process  of  adjust¬ 
ment  .  30,  204  00 

Claims  for  death  losses  incurred  for  which  no 

proofs  have  been  received .  71,652  00 

Claims  for  matured  endowments  due  and  un¬ 
paid  .  1,  869  09 

Claims  for  death  losses  and  other  policy  claims 

resisted  by  the  company .  23,376  44 

Due  and  unpaid  on  annuity  claims  involving 
life  contingencies .  414  32 


$19,156,577  00 

85,437  00 
3,729  00 


Total  policy  claims .  131,262  60 

Dividends  left  with  the  company  to  accumulate  at  interest,  and 

accrued  interest  thereon .  4,600  75 

Premiums  paid  in  advance .  23,473  94 

Unearned  interest  and  rent  paid  in  advance .  89,069  48 

Commissions  due  to  agents  on  premium  notes  when  paid....  12,702  51 

Commissions  to  agents,  due  or  accrued .  2,260  00 

Salaries,  rents,  office  expenses,  bills  and  accounts  due  or 

accrued .  7,  883  21 

Medical  examiner’s  fees  due  or  accrued .  1,  320  00 

Estimated  amount  hereafter  payable  for  federal,  state,  or 
other  taxes  based  upon  the  business  of  the  year  of  this 

statement . , .  39,500  00 

Dividends  or  other  profits  due  policyholders,  including  those 
contingent  on  payment  of  outstanding  and  deferred  pre¬ 
miums  .  20,886  47 

Dividends  apportioned  to  annual  dividend  policies  payable  in 

1912  .  23,  060  64 

Dividends  apportioned  to  deferred  dividend  policies  payable  in 

1912  .  54,  612  48 

Amount  to  provide  for  claims  on  policies  providing  for  auto¬ 
matic  paid-up  insurance  and  which  were  cancelled  for  loans.  25,  000  00 
Capital .  100,000  00 


Surplus  (including  $1,711,272.64  deferred  dividend  fund)....  1,758,719  46 


$21,540,094  54 


Total  liabilities 
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Income  and  Disbursements 

The  correctness  of  the  premium  income  was  established  by  an 
examination,  in  detail,  of  the  agents'  accounts.  Taken  in  connec¬ 
tion  with  the  contracts  under  which  the  agents  worked,  the  com¬ 
missions  paid,  as  well  as  other  disbursements  of  the  agents,  were 
verified.  The  totals  of  the  accounts  were  checked  to  the  company’s 
books.  The  receipts  from  interest  and  rents  were  checked  with  the 
company’s  records  and  found  to  be  correct.  All  miscellaneous 
items  of  income  were  verified.  The  amounts  paid  for  death  claims 
and  matured  endowments  were  checked  from  the  papers  to  the 
company’s  books.  The  details  of  this  work  will  be  discussed  latei 
in  this  report. 

Vouchers  for  disbursements  were  examined  and  checked  to  the 
cash  book  or  journal.  While  most  of  the  vouchers  are  in  proper 
form,  there  are  some,  notably  those  for  traveling  expenses,  which 
are  incomplete.  As  a  rule  these  vouchers  consist  merely  of  a  re¬ 
ceipt  for  so  many  dollars  without  any  attempt  to  itemize  the  dis 
bursements  as  required  by  section  99  of  the  Insurance  Law. 

Assets  —  Real  Estate 

The  company  owns  twelve  pieces  of  real  estate  consisting  of  its 
home  office  building,  an  office  building  in  Philadelphia  and  vari¬ 
ous  parcels  acquired  under  foreclosure.  The  time  for  disposal  of 
the  property  acquired  under  foreclosure  has  in  each  case  been 
extended  beyond  the  date  of  this  examination.  As  at  the  time  of 
the  last  examination,  there  is  considerable  vacant  space  in  the 
home  office  building  which  the  agents  do  not  seem  able  to  rent. 
This  is  very  disadvantageous  to  the  company  as  the  building  rep¬ 
resents  about  one-quarter  of  its  entire  assets.  The  following  table 
shows  the  gross  rental,  operating  expenses  and  net  income  from 
the  building  for  the  past  four  years: 


Gross  Rental  Operating  Expenses  Net  Income 

1908  .  $262,900  38  $143,769  11  $119,191  27 

1909  .  243,402  82  136,801  63  106,601  19 

1910  .  222,124  78  139,456  10  82,668  68 

1911  .  220,816  04  141,323  72  79,492  32 


The  recent  appraisals  of  the  real  estate  made  by  this  department 
have  decreased  the  market  value  $442,759. 
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Mortgage  Loans 

A  large  proportion  of  the  invested  assets  of  the  company  are 
loans  secured  by  bonds  and  mortgages.  The  total  investment  on 
December  31,  1911,  amounted  to  $7,931,690.71,  representing  an 
aggregate  of  187  individual  loans.  A  large  percentage  are  on 
lofts  and  apartment  houses  in  New  York  City.  The  average  rate 
of  interest  running  on  these  loans  on  December  31  was  5.188  per 
cent.,  the  recent  loans  having  been  made  at  an  average  of  5.45  per 
cent.  The  total  amount  invested  in  new  loans  during  1911  was 
$657,700. 

All  applications  for  mortgage  loans  must  be  submitted  to  the 
executive  committee.  If  the  loan  is  approved  by  this  committee  it 
is  then  passed  on  by  the  company’s  counsel  and,  if  approved,  is 
then  consummated. 

Policy  Loans 

Loans  are  made  on  practically  all  policies  issued  by  the  com¬ 
pany.  On  issues  prior  to  June,  18-88,  all  loans  are  made  at  6  per 
cent. ;  on  issues  from  that  time  till  1901,  loans  on  survivorship 
dividend  policies  and  on  certain  policies  containing  guaranteed 
loan  values  are  made  at  5  per  cent,  and  on  other  issues  at  6  per 
cent. ;  on  all  issues  from  1901  to  date  loans  draw  5  per  cent.  Most 
of  the  interest  is  payable  in  advance.  The  papers  in  each  case 
were  examined  and  a  list  made  as  of  December  31,  which  was 
found  to  agree  with  the  ledger  account.  The  company  reconciles 
the  loans  with  the  ledger  balance  only  once  a  year.  It  was  sug¬ 
gested  to  the  officers  that  by  installing  a  set  of  loan-  cards  more 
frequent  reconcilements  could  be  made  and  with  less  labor  than  at 
present.  Several  errors  in  the  rate  of  interest  charged  were  found. 
In  cases  where  overcharges  had  been  made  the  excess  was  re¬ 
funded.  Several  loans  are  drawing  5  per  cent,  which  should  have 
been  made  at  6  per  cent. 


Bonds  and  Stocks 

The  bonds  and  certificates  of  stock  were  examined  and  counted. 
All  are  in  possession  of  the  company  except  $10,000  City  of  Rich¬ 
mond  4’s,  which  are  on  deposit  with  the  state  of  Virginia,  $100,- 
000  State  of  New  York  Highway  Improvement  4’s  which  are  on 
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deposit  in  Albany,  and  $100,000  Metropolitan  Street  Railway 
Company  (Kansas  City,  Mo.)  5’s  which  are  deposited  with  the 
Bankers  Trust  Company  of  Yew  York  under  a  protective  bond¬ 
holders  agreement.  During  the  year  the  company  disposed  of  its 
holding,  115  shares  of  the  stock  of  the  Mechanics  and  Metals 
Rational  Bank  of  Yew  York,  at  a  profit  of  $2,963.74. 

Cash 

The  cash  in  office  was  counted  on  the  morning  of  January  2, 
1912,  and  found  correct.  Cash  in  bank  was  verified  by  certifi- 
cates  from  the  various  banks  showing  the  amount  to  the  credit  of 

o 

the  company  on  December  31,  1911.  These  certificates  were 
reconciled  with  the  company’s  books  by  means  of  pass  books  and 
cancelled  checks. 

Interest  Due  and  Accrued 

The  accrued  interest  on  mortgage  loans  and  bonds  was  computed 
and  found  to  agree  with  the  company’s  figures. 

A  detailed  computation  is  not  made  in  determining  the  due 
and  accrued  interest  on  premium  notes,  policy  loans  or  liens.  The 
method  used  by  the  company  w^as  carefully  examined  and  the  re¬ 
sult  obtained  is  approximately  correct. 

The  accrued  interest  on  bank  deposits  was  verified  by  state¬ 
ments  of  account  rendered  by  the  several  banks. 

«/ 


Bents  Due  and  Accrued 

The  amounts  stated  under  this  heading  were  found  to  be  correct. 

Deferred  and  U  are  ported  Premiums 

The  company’s  lists  of  deferred  and  unreported  premiums  were 
checked  and  found  to  be  correct.  The  company  deducts  21*14 
per  cent,  loading  which  the  actuary  claims  is  the  average  loading 
as  shown  by  the  business  of  the  first  eleven  months  of  the  year. 


Liabilities  —  Reserve 

This  company  reports  to  the  department  its  data  for  valuation 
as  follows:  A  seriatim  list  of  policies  for  issues  of  the  last  three 
vcars  and  groups  of  policies  by  age,  kind  and  year  of  issue  for 
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issues  prior  to  that  time.  The  groups  representing  issues  up  to 
and  including  1902  were  established  at  the  time  of  the  last  ex¬ 
amination.  The  present  status  of  these  groups  was  found  by 
means  of  the  cancel lation,  revival  and  change  cards.  Groups 
covering  the  issues  of  1903  to  1908  inclusive  were  checked  with 
the  company’s  valuation  cards.  These  cards  were  then  arranged 
numerically  and  checked  with  the  policy  registers,  thereby  es¬ 
tablishing  the  correctness  of  the  groups.  The  issues  of  1909,  1910 
and  1911  being  arranged  numerically  in  the  department  registers 
were  checked  directly  with  the  policy  registers.  The  accuracy  of 
the  policy  registers  for  the  last  four  years  was  thoroughly  tested 
by  means  of  the  applications. 


Caxcelled  Policies 

The  company  carries  a  liability  of  $3,729  to  cover  surrender 
values  which  may  be  demanded  on  lapsed  policies. 

.Between  June,  1891,  and  January  1,  1909,  certain  policies, 
against  which  there  was  indebtedness  in  the  shape  of  policy  loans, 
lapsed  for  nonpayment  of  premiums.  Notwithstanding  the  fact 
that  the  policies  provided  for  automatic  paid-up  insurance,  they 
were  cancelled  because  the  loan  agreement  provided  that  any 
equity  must  be  claimed  within  two  months.  Quite  a  number  of 
death  claims  have  risen  during  the  past  four  years  on  these  poli¬ 
cies.  In  each  case  the  company  has  revived  the  policy  as  paid-up 
insurance,  and  paid  it  less  the  accumulated  indebtedness.  Instead 
of  cancelling  the  insurance  where  an  equity  existed,  the  company 
should  have  set  up  the  paid-up  insurance,  subject  to  the  indebted¬ 
ness,  and  carried  it  until  such  time  as  the  indebtedness  equalled 
the  reserve. 

The  officers  claim  that  the  item  of  $25,000  carried  in  the  liabili¬ 
ties  as  an  “  amount  to  provide  for  any  possible  depreciation,  or 
other  liability  v  is  to  provide  for  any  liability  on  account  of  these 
policies.  That  being  the  case,  it  should  be  so  stated  in  the  finan¬ 
cial  statement.  In  order  to  test  the  sufficiency  of  this  amount,  a 
list  was  made  of  all  the  policies  so  cancelled  representing  about 
$3,500,000  of  original  insurance.  After  setting  up  the  paid-up 
insurance  in  a  number  of  cases,  and  computing  both  the  reserve 
and  the  indebtedness  to  the  anniversary  of  the  policy  in  1911,  it 
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was  found  that  the  policyholder’s  equity  had  been  exhausted  in  a 
majority  of  cases  and  that  the  remaining  equities  were  compara¬ 
tively  small.  It  is  the  opinion  of  the  examiners  that  the  liability 
carried  is  ample. 

Death  Claims  and  Matured  Endowments 

Considerable  time  was  devoted  to  the  examination  of  death 
claims.  The  work  covered  a  period  of  four  years  from  January 
1,  1908,  to  January  1,  1912.  It  involved  an  examination  of  claim 
settlements,  treatment  of  policyholders  and  beneficiaries,  testing 
the  accuracy  of  computations  for  additions  to  or  deductions  from 
the  face  of  claims,  and  a  thorough  checking  of  cash  book  and 
journal  entries. 

Outstanding  Bills 

By  examining  the  paid  vouchers  for  January  and  February, 
1912,  it  was  found  necessary  to  increase  company’s  liability  on 
this  account  by  $2,448.21. 

Dividends 

Lists  of  dividends  due  and  unpaid,  and  of  those  payable  in 
1912,  were  submitted  by  the  company  and  checked  by  the  ex¬ 
aminers.  The  deferred  dividend  fund  was  also  tested.  The  lia¬ 
bility  on  account  of  dividends  appears  to  be  correctly  stated. 

Mr.  Harwood  E.  Ryan,  assistant  actuary  of  the  Department, 
has  investigated  the  dividend  system  and  his  report  thereon,  and 
also  upon  the  schedules  pertaining  thereto,  accompanies  this 
report. 

Other  Liabilities 

All  other  items  of  liabil itv  have  been  checked  and  found  correct. 

«/ 

Prizes 

Mr.  John  Landers,  a  director  of  the  company  and  manager  of 
the  San  Francisco  agency,  has  offered  a  loving  cup  to  the  agency 
showing  the  greatest  percentage  of  increase  in  new  business  for  the 
year  1912.  Competition  is  open  to  agencies  which  wrote  $100,000 
of  new  business  in  1910. 

Mr.  F.  L.  Morrell,  manager  of  the  Chicago  agency,  has  offered 
an  umbrella  and  cane  to  the  agent  who  writes  the  most  business 

during  the  year. 
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Gain  ani>  Loss  Exhibit 

Jn  the  exhibit  as  filed  by  the  company  the  gross  premiums  of  the 
year  are  understated  $920.63.  This  was  caused  by  using  net  in¬ 
stead  ot  gross  uncollected  premiums  in  making  the  adjustment. 
As  the  loadings  on  premiums  actually  paid  are  listed  each  month 
and  the  aggregate  amount  adjusted  in  the  same  manner  as  the 
gross  premiums  this  error  does  not  affect  the  final  result.  The 
work  for  the  month  of  December  was  checked  in  detail,  and  while 
many  clerical  errors  were  found,  it  is  not  thought  that  the  final 
result  was  materially  affected  thereby.  In  the  future  this  work 
will  be  carefully  checked. 

t/ 

The  loss  front  loading  has  been  increased  $941.25,  representing 
additional  expenses  unpaid  December  31,  1911. 

The  gain  from  interest  has  been  decreased  by  $1,506.96,  repre¬ 
senting  additional  investment  expenses  unpaid  December  31,  1911. 

Th  e  gain  from  mortality  has  been  increased  $4,440  on  account 
of  the  reduction  in  liability  for  death  claims. 

c J 

In  other  respects  the  exhibit  is  correct. 

Below  is  given  a  comparative  statement  of  the  gains  and  losses 
for  the  past  four  years. 


1908 

1909 

1910 

1911 

Gain 

Loss 

Gain 

Loss 

Gain 

Loss 

Gain 

Loss 

Loading . 

$9,220 

526,071 

559,640 

539,616 

Interest 

$71,069 

181,789 

$142,417 

5132,288 

Sill  201 

Mortality . 

52  j  431 
348 
52,173 

94,142 

120.141 

6.922 

58,619 

Annuities . 

3,195 

4,212 

Sarrenders,  lapses  and  changes. . .  . 
Dividends  to  stockholders . 

76,496 

. 

22,426 

20,000 

165,359 

50,000 

263 

8,600 

26,000 

372,283 

20,000 

262.615 

16.000 

292,342 

Dividends  to  policvholders  .... 

’  '25^000 

. 

Special  funds . 

Profit  and  loss . 

6,543 

214 

14,617 

. 

Real  estate . 

304.474 

56,967 

9,946 

35,679 

35,194 

8,501 

2,415 

443,029 

Stocks  and  bonds .  . . 

72,544 

199 

2,793 

20,680 

9,960 

Assets  not  admitted . 

6,466 

Merger  of  Mechanics  with  National 
Copper  Bank . 

Unaccounted  for,  etc . 

2,585 

6,096 

204,020 

568 

175 

Surplus  increase 

142,875 

Surplus  decrease  . 

28,284 

. 

476,168 

Total . 

. 

$402,097 

$402,097 

$643,806 

$643,806  $358,929 

$358,929 

5797,628 

$797,628 

General  Remarks 

During  the  progress  of  this  examination  the  examiners  have  had 
free  access  to  all  the  records  of  the  company.  The  officers  and 
employees  have  at  all  times  given  any  needed  information  and  it 
seems  to  be  the  desire  of  all  concerned  to  comply  both  with  the 
provisions  of  the  Insurance  Law  and  the  wishes  of  the  Department. 
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Dividend  System  of  the  Manhattan  Life  Insurance 

Company. 

The  Manhattan  Life  is  a  u  mixed  1  company  with  a  paid-up 
capital  of  $100,000.  The  charter  originally  contemplated  the 
payment  of  profits  to  policyholders  in  the  form  of  interest- 
bearing  scrip.  .So  far  as  could  be  ascertained  no  scrip  has  been 
issued  for  many  years  and  none  is  now  outstanding.  Section  83  of 
the  insurance  law  of  1872  apparently  justifies  the  payment  of 
cash  dividends  where  the  policy  contract  so  provides,  thus  nullify¬ 
ing  any  charter  provision  to  the  contrary.  One-eighth  of  the 
profits  is  fixed  by  the  charter  as  the  share  thereof  belonging  to 
stockholders ;  the  remaining  seven-eighths  are  required  to  be  dis¬ 
tributed  to  policyholders.  This  is  referred  to  at  greater  length 
in  the  examiner’s  report. 

The  company’s  dividend  year  runs  from  April  15th,  and  the 
dividends  to  be  apportioned  are  decided  upon  by  the  “  Committee 
on  Allotment  of  Dividends  to  Policyholders,”  which  meets  each 
year  after  the  figures  of  the  annual  statement  have  been  prepared, 
and  it  is  definitely  known  what  the  surplus  earnings  have  been 
for  the  calendar  year  preceding.  This  committee  makes  its 
recommendation  to  the  board  of  directors,  and  upon  such  recom¬ 
mendation  the  board  bases  its  action  with  reference  to  declaration 
of  dividends  to  policyholders. 

P Aim  c  i  p  at  i  n  g  Business 

Prior  to  1907  the  company  issued  both  participating  and  non¬ 
participating  business.  It  now  writes  participating  policies  only. 
The  following  table  shows  the  movement  of  the  participating  busi¬ 
ness  (both  deferred  and  annual  dividend)  for  the  past  five  years: 

Participating  Business  Outstanding 


At  December  31  Deferred  dividend  Annual  dividend  Total 

J907 .  $49,728,000  $11,051,000  $60,779,000 

1908  .  46,415,000  13,505,000  59,920,000 

1909  .  42,505,000  15,490,000  57,995.000 

1910  .  40,000,000  19,233,000  59,233,000 

1911  .  38,500,000  21.637,000  60,137,000 


A  large  part  of  the  terminated  business  seems  to  be  due  to 
the  maturity  of  deferred  dividend  policies.  Many  of  these  are 
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surrendered  at  the  close  of  the  dividend  period,  although  some 
continue  as  annual  dividend  policies. 

Annual  Dividends 

According  to  the  system  now  in  use  the  company’s  standard 
annual  dividend  scale  is  calculated  by  a  two-factor  formula  as 
follows : 

1.  Excess  interest  —  allowed  as  the  difference  between  4% 
per  cent,  and  the  rate  used  in  computing  the  reserve.  In  the 
case  of  paid-up  policies  the  interest  rate  for  dividends  is  4% 
per  cent.  The  explanation  given  for  this  is  that  the  paid-up 
policies  yield  a  small  mortality  profit  which  is  not  properly  avail¬ 
able  for  expenses. 

2.  Loading  —  refunded  at  the  rate  of  50  per  cent,  of  itself. 
On  policies  which  have  been  in  force  longer  than  twenty-five  years 
the  percentage  is  graded  up  to  90  per  cent.  The  full  dividend 
produced  by  this  formula  was  paid  in  the  dividend  years  com¬ 
mencing  April  16,  1908  and  1909  respectively.  For  the  dividend 
years  commencing  April  16,  1910,  1911  and  1912  the  standard 
dividend  scale  has  been  reduced  20  per  cent.,  owing  to  the 
smaller  surplus  earnings  realized  in  the  calendar  years  preceding 
such  dividend  years. 

The  standard  annual  dividend  scale  for  policies  valued  at  3 
per  cent,  is  based  upon  the  premium  rates  in  use  from  1901  to 
1906  inclusive.  These,  while  treated  as  3  per  cent,  rates,  have 
been  calculated  upon  the  basis  of  the  American  3 */>  per  cent,  net 
premium  loaded  20  per  cent,  of  itself,  plus  16  per  cent,  of  the 
net  ordinary  life  premium,  plus  a  constant  of  80  cents  per  thou¬ 
sand.  The  present  3  per  cent,  premium  rates  are  based  upon  the 
American  3  per  cent,  net  premium  with  a  loading  of  12  per  cent, 
of  the  net,  plus  13  per  cent,  of  the  net  ordinary  life  premium, 
thus  approximating  the  lowest  participating  rates  in  general  use 
at  the  present  ‘time. 

The  following  table  gives  specimen  annual  dividends,  calculated 
upon  the  standard  scale : 

Formula:  50%  of  American  3%  loading, 

iy8%  of  American  3%  mean  reserve. 


Policy 

year 

1.  .  .  . 

o 


o 
o  . 

4 

5 


1 

2 

O 

O 

4 

5 


1 

2 

3 

4 

5 


Reports  on  Official  Examination  659 

Ordinary  Life  —  Age  35  —  Premium  $27.88 


50% 

loading 

Excess 

interest 

Standard 

dividend 

80%  for 
1911 

3..  40 

.19 

3.59 

2.87 

3.40 

.34 

3.74 

2.99 

3.40 

.48 

3.88 

3.10 

3.40 

.64 

4.04 

3.23 

3.40 

.80 

4.20  * 

3  26 

20-Payment  Life  —  Age  35  —  Premium  $36.87 


3.51 

.  29 

3.80 

3.04 

3.51 

.  54 

4.05 

3.24 

3.51 

.80 

4.31 

3  45 

3.51 

1.07 

4.58 

3  66 

3.51 

1.35 

4.86 

3.89 

20-Year  Endowment  —  Age  35  —  Premium  $52.13 


5.08 

.43 

5.51 

4.41 

5.08 

.83 

5.91 

4.73 

5.08 

1.23 

6.31 

5 . 05 

5.08 

1.66 

6.74 

5.39 

5.08 

2.10 

7.18 

5.74 

These  dividends,  it  will  be  noted,  do  not  agree  with  the  speci¬ 
men  figures  contained  in  the  company's  annual  statement.  This 
is  accounted  for  by  the  change  of  premium  rates  in  1907  and 
again  in  1908.  By  making  allowance  for  these  changes  the  divi¬ 
dends  appearing  in  the  annual  report  are  reproduced. 


Deferred  Dividends 

These  are  determined  bv  accumulating  the  annual  dividends 
provisionally  apportioned  to  each  deferred  dividend  policy.  As 
the  best  means  of  showing  how  this  is  done  a  specimen  calcula¬ 
tion  is  subjoined.  At  the  Cud  of  a  deferred  dividend  period 
summations  are  made  of  the  surplus  which  has  been  forfeited  on 
terminated  policies.  This  is  then  compared  with  the  aggregate 
surplus  accumulations  on  policies  in  force  and  the  ratio  thus 
produced  is  applied  to  increase  proportionately  the  individual 
policv  dividend.  The  ratio  for  the  20-vear  class  which  matured 

■L  xJ 

in  1911  was  .5895,  produced  as  follows: 


(a)  Total  accumulations  in  force .  $84,186 

(b)  Same  on  terminated  policies .  49,625 


Ratio  of  (b)  to  (a)=.5895 


GOO 
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The  corresponding  factor  for  each  of  the  past  four  years  and 
for  1912  is  as  follows: 


1908 

1909 

1910 

1911 

1912 


.4490 

.5801 

.5080 

.5895 

.5494 


Calculation  of  20-Year  Deferred  Dividend  Paid  in  1911 

Policy  73589  —  Issued  1891  — 20-Payment  Life  —  Age  30  — Amount  $1,000 

—  Premium  $31.10. 

R  ite  of  interest  used 

Annuel  , - * - ,  W'th 


Year 

di  i  lend 

In  ac- 

To  obt’i  i  tbe 

iutere  t  r;  r- 

apportioned 

curau'ation 

an  u  d  divi  lend 

rixl  f  >rward 

1892 . 

4% 

4  7/10% 

1.07 

1893 . 

.  1.70 

4% 

4  7/10% 

3.37 

1 894 . 

.  2.12 

4% 

4  7/10% 

5.01 

1895 . 

4% 

4  7/10% 

8.09 

1890 . 

.  2.37 

4% 

4  7/10% 

10.78 

1897 . 

. 83 

4% 

4  7/10% 

12.05 

1898 . 

.  .88 

4% 

4  7/10% 

13.41 

1899 . 

4% 

4  7/10% 

15.32 

1900 . 

.  1.70 

4% 

4  7/10% 

17.08 

1901 . 

.  2.14 

4% 

4  7/20% 

20.54 

1902 . 

2  22 

3%'% 

4  7/20% 

23.50 

3% 

4  7/20% 

20.51 

1904 . 

.  2.37 

3% 

4  7/20% 

29 . 09 

1 905 . 

.  2.47 

3% 

4  7/20% 

33.06 

1900 . 

.  2.57 

3% 

4  7/20% 

30.02 

1907 . 

.  2.00 

3% 

4  7/20% 

40.39 

1 908 . 

.  4.33 

4i/8% 

4  Vsr/o 

40.37 

1909 . 

.  4.37 

4  Vs  % 

4%% 

52.04 

1910 . 

.  3.53 

4% 

4  1/10% 

58.29 

1911 . 

.  3.57 

4% 

4  1/10% 

04.18 

Total  surplus  .  04.18 

Add  58.95%  . '. .  34.30 


Dividend  paid 


98.54 


Vour  examiner  notes  that  a  few  ordinary  life  policies  which 
have  been  continued  after  the  expiration  of  their  deferred  divi¬ 
dend  periods  as  annual  dividend  policies  do  not  share  upon  the 
basis  of  the  premiums  actually  paid,  but  are  granted  the  same 
dividend  as  would  be  paid  to  a  policy  originally  issued  on  the 
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annual  dividend  plan  and  requiring  a  less  premium.  In  my 
judgment  this  should  he  corrected  since  more  of  these  cases  will 
arise  each  year  with  the  maturity  of  larger  groups  of  deferred 
dividend  contracts.  The  company  has  indicated  that  such  cor¬ 
rection  will  he  made. 

In  the  foregoing  calculation  it  will  be  noted  that  prior  to  1907 
the  rate  of  interest  used  in  accumulation  of  the  annual  credits 
differs  from  that  used  in  computing  these  credits.  It  should  be 
pointed  out,  however,  that  during  this  period  the  company’s  par¬ 
ticipating  business  was  confined  almost  wdiolly  to  deferred  divi¬ 
dend  plans.  Commencing  with  the  dividend  year  immediately 
following  1907  the  same  rate  has  been  used  for  both  purposes,  as 
it  should  he.  The  small  discrepancy  of  ffo  of  1  per  cent,  is  not 
material. 

Schedule  P 

Schedule  P  as  filed  by  this  company  does  not  seem  to  furnish 
the  information  required  by  the  insurance  law  (section  103, 
subdivision  15).  The  amounts  stated  appear  to  be  the  current 
years’  apportionment  while  the  blank  calls  for  amounts  both 
previously  and  currently  set  apart  or  provisionally  ascertained. 
The  company’s  attention  has  been  called  to  this  matter  and  it  is 
understood  that  hereafter  the  schedule  will  he  correctlv  filled  out. 
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The  two  following  tables  show  the  normal  sources  of  surplus 


for  several  years, 

both  gross  and  net  (after 

deduction 

of  loading 

O 

losses). 

Gain  from 
mortality 

Gain  from 
interest 

Gain  from 

surrenders,  etc.  Total 

1907 . 

.  176,688 

137,737 

143,508 

457,933 

1908 . 

.  181,789 

71,069 

76,496 

329,354 

1909 . 

142,417 

52,173 

247,071 

(910 . 

.  94,142 

132.288 

22,426 

248,856 

1911 . 

.  120,141 

111,201 

58,619 

289,961 

Loss  from 
loading 

Net  gain  from 
the  stated 
sources 

Dividends 
paid  or 
s^t  aside 

Balanc 

1907 . 

.  19.966("ain)  477.899 

76,985 

400,914 

1908 . 

.  9,220 

320,134 

165,359 

154,775 

1909 . 

221,000 

372,283 

151,283 

1910 . 

.  50,640 

198,216 

262,615 

64,399 

1911 . 

.  35,517 

254,444 

292,342 

37,898 
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Conclusion 

This  company’s  dividend  system  resembles  those  of  other  com¬ 
panies  which  have  already  been  considered  by  the  department. 
For  a  small  volume  of  deferred  dividend  business  the  method  in 
use  for  distributing  the  foreborne  accumulations  arising  from 
terminated  policies  is  substantially,  if  not  theoretically,  equitable. 
Matters  which,  in  my  judgment  should  be  corrected,  may  be  thus 
summarized : 

1.  Deferred  dividend  ordinary  life  policies,  when  continued  as 
annual  dividend  contracts,  should  participate  according  to  the 
premium  actually  paid. 

2.  Schedule  P  should  conform  to  the  requirements  of  section 
103. 
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By  Harwood  E.  Ryan ,  Assistant  Actuary. 

The  Mutual  Life  Insurance  Company  was  incorporated  by 
a  special  act  of  the  Legislature  of  the  State  of  New  York,  known 
as  chapter  246  of  the  Laws  of  1842.  This  act  was  amended  by 
chapters  60  of  the  Laws  of  1851  and  131  of  the  Laws  of  1862. 
The  company  commenced  business  February  1,  1843. 

The  last  triennial  examination  of  this  company  was  made  as 
of  December  31,  1908.  This  examination  is  made  as  of  Decem¬ 
ber  31,  1911. 
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The  Mutual  Life  Insurance  Company  of  New  York,  as  its 
name  implies,  is  a  purely  mutual  company;  that  is,  each  policy¬ 
holder  participates  in  the  profits  and  participates,  or  has  the 
right  to  participate,  in  the  election  of  the  trustees,  and  through 
such  trustees,  in  the  general  management  of  the  company. 

There  were  approximately  563,000  domestic  and  foreign  policy¬ 
holders  of  this  company  on  December  31,  1911,  who  held  671,053 
policies  representing  $1,504,974,662  of  insurance  in  force. 

A  meeting  of  the  policyholders  is  held  every  two  years  at  the 
office  of  the  company  on  the  first  Monday  in  June  for  the  elec¬ 
tion  of  trustees.  A  meeting  of  the  trustees  is  held  on  the  third 
business  day  following  the  date  upon  which  the  inspectors  of 
election  certify  the  results  to  the  company.  They  elect,  by  ballot, 
a  president,  vice-president,  and  members  of  the  different  standing 
committees  of  the  hoard  of  trustees. 

The  president  and  vice-president  hold  office  until  others  are 
elected  in  their  stead.  The  other  officers  of  the  company  are 
appointed  by  the  president  subject  to  the  confirmation  of  the 
board  of  trustees. 

The  standing  committees  of  the  hoard  of  trustees  are  as  fol¬ 
lows: 

Finance  Committee; 

Real  Estate  Committee; 

Committee  on  Insurance  and  Agencies; 

Committee  on  Mortuary  Claims; 

Auditing  Committee. 

In  the  election  of  the  members  of  each  of  the  above  commit¬ 
tees,  it  appears  to  be  the  rule  that  at  least  one  trustee  is  selected 
who  has  not  served  on  that  committee  during  the  previous  term. 

One  trustee  of  each  of  the  standing  committees,  together  with 
the  president  and  vice-president,  compose  what  is  known  as  the 
General  Committee.  This  committee  meets  “  at  the  call  of  the 
president  for  the  consideration  of  such  affairs  as  may  he  presented 
by  him,  other  than  those  specifically  assigned  to  some  other  com¬ 
mittee  under  the  by-laws.”  They  also  apportion  between  the 
various  committees  the  limits  of  the  amounts  to  be  invested 
under  their  direction.  It  is  within  the  discretion  of  this  com¬ 
mittee  to  recommend  to  the  board  of  trustees  for  their  approval 
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the  salaries  of  all  officers  elected  by  the  board.  In  addition,  this 
committee  fixes  the  compensation  of  all  officers  appointed  by  the 
president  with  the  approval  of  the  board  of  trustees,  and  further, 
they  “  may  provide  for  the  continuance  in  the  service  of  the  com¬ 
pany  at  reduced  compensation  of  officers  and  employees  attaining 
the  age  of  sixty-five  years.” 

Home  Office  Organization 

The  president,  being  the  chief  executive  officer  of  the  company, 
is  directly  responsible  to  the  board  of  trustees  for  the  proper  con¬ 
duct  of  the  officials  appointed  by  him  and  the  general  manage¬ 
ment  of  the  company. 

There  are  three  second  vice-presidents  in  this  company.  One 
is  at  the  head  of  the  Medical  Department.  The  Inspector  of 
Risks,  Bureau  of  Inspection  and  Revision,  and  the  Bureau  of 
Applications  are  in  his  charge.  All  matters  in  connection  with 
the  consideration  of  an  application  for  insurance,  such  as  the 
passing  on  the  risk,  medical  examination,  etc.,  are  under  the 
supervision  of  this  department. 

One  second  vice-president  is  also  the  financial  manager  of  the 
company.  His  duties  are  solely  in  connection  with  the  purchase 
or  sale  of  securities  and  the  compilation  of  information  for  the 
use  of  the  finance  committee. 

One  second  vice-president  is  also  the  superintendent  of  domes¬ 
tic  agencies.  All  matters  relating  to  the  management  and  proper 
conduct  of  the  agency  force  in  this  country  are  under  the  super¬ 
vision  of  this  officer. 

A  superintendent  of  foreign  agencies  is  also  appointed  by  the 
president.  His  duties  and  responsibilities  are  the  same  in  regard 
to  foreign  agencies  as  in  the  case  of  the  superintendent  of  domes¬ 
tic  agencies. 

The  treasurer  has  the  care  and  custody  of  all  cash,  bonds, 
stocks  or  other  securities  belonging  to,  deposited  with  or  held 
by  the  company  except  deeds  of  property  and  papers  in  connection 
with  real  estate  mortgages.  Deposits  of  securities  or  funds  to 
comply  with  the  requirements  of  various  governments  are  made 
bv  the  treasurer  under  the  direction  of  the  finance  committee. 

4/ 
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All  transactions  in  connection  with  loans  on  policies  are  imme¬ 
diately  in  charge  of  a  superintendent  of  policy  loans  and  under 
the  supervision  of  the  treasurer. 

The  actuary,  assisted  by  two  associate  actuaries  and  one  assist¬ 
ant  actuary,  makes  all  calculations  and  tables  for  the  use  of  the 
company,  computes  dividends  and  surrender  values,  and  per¬ 
forms  such  other  duties  as  are  usually  done  by  an  actuary  of  a 
life  insurance  company. 

This  company  has  two  secretaries ;  one,  for  the  purpose  of  con¬ 
ducting  the  general  correspondence,  except  such  as  relates  to  the 
business  in  foreign  countries  and  to  the  business  in  charge  of  the 
several  departments  as  provided  for  in  the  by-laws.  He  has  gen¬ 
eral  charge  and  supervision  of  the  business  of  the  company  in 
connection  with  the  issue  of  policies  and  includes  the  work  in 
charge  of  the  division  of  correspondence  and  mail,  registrar, 
division  of  policy  issue  and  changes,  division  of  policy  card  rec¬ 
ords,  and  division  of  files.  He  also  keeps  a  historical  record  of 
all  officers  and  employees  at  the  home  office  showing  their  age, 
length  of  service  in  each  position  occupied  with  the  company, 
and  the  salaries  received. 

The  other  secretary  keeps  the  minutes  of  the  board  of  trustees 
and  of  the  standing  committees  of  the  board.  He  has  charge 
of  the  notification  of  the  members  of  the  board  of  trustees  and 
of  the  standing  committees  in  regard  to  stated  and  special  meet¬ 
ings  and  is  in  charge  of  all  records  and  papers  which  are  not 
needed  in  the  ordinary  transaction  of  the  company?s  business. 

The  comptroller  is  in  charge  of  one  of  the  most  important,  and 
in  number  of  employees,  one  of  the  largest  departments  of  the 
home  office  organization.  He  has  charge  of  all  books  and  ac¬ 
counts  of  the  company  relating  to  the  income,  expenses,  receipts, 
and  disbursements  and  is  responsible  for  the  correctness  and  pres¬ 
ervation  of  such  books  and  accounts  together  with  such  reports 
as  may  be  required  by  law.  He  has  general  supervision  of  all 
accounts  in  connection  with  disbursements  kept  in  all  other  de¬ 
partments  of  the  home  office  and  agencies. 

As  aides  in  the  proper  execution  of  the  duties  of  his  office,  there 
are  two  auditors ;  one  has  charge  of  the  audit  of  domestic  ac¬ 
counts  ;  and  the  other,  of  the  audit  of  all  foreign  accounts. 
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The  general  solicitor  is  the  chief  officer  of  the  law  department 
and,  under  the  direction  of  the  president  and  of  the  appropriate 
committees,  he  has  charge  of  and  conducts  or  supervises  all  legal 
business  of  the  company,  including  all  legislative  business  and 
the  examination  of  titles  to  property  on  which  loans  are  contem¬ 
plated.  He  appears  as  attorney  of  record  in  all  litigation  in 
Hew  York  City,  and,  wherever  possible,  at  other  points  in  the 
State  of  Hew  York.  Subject  to  the  approval  of  the  president, 
such  attorneys  as  it  may  he  necessary  to  place  in  charge  of  litiga¬ 
tion  in  other  places  are  appointed  by  the  general  solicitor. 

The  manager  of  the  real  estate  department  has  charge  of  the 
company’s  real  estate  holdings  and,  under  the  direction  of  the 
real  estate  committee,  has  direct  charge  of  the  making  of  loans  on 
real  estate  as  security.  He  has  the  custody  of  all  bonds,  mort¬ 
gages  and  deeds  for  property  owned  by  the  company,  leases  of  the 
company’s  real  estate,  fire  insurance  policies  and  other  papers  con¬ 
nected  therewith  except  those  regarding  titles.  All  title  papers 
are  kept  by  the  general  solicitor. 

The  purchasing  agent  is  the  head  of  the  supply  department 
and  has  charge  of  the  purchase  of  all  articles  used  by  the  com¬ 
pany.  He  is  instructed  to  make  such  purchases,  when  practi¬ 
cable,  upon  a  competitive  basis.  All  contracts  for  supplies  cover¬ 
ing  a  term  of  more  than  three  months  or  involving  an  amount 
in  excess  of  $1,000  must  be  approved  by  the  president,  vice-presi¬ 
dent,  or  other  officer  designated  for  that  purpose. 

'Supplies  are  furnished  to  the  different  departments  only  upon 
requisitions  properly  approved  by  the  department  head  or  officer 
designated  to  approve  such  requisitions. 

Agency  Department 

The  agency  department  of  this  company  is  divided  into  two 
general  divisions  —  domestic  and  foreign.  Each  division  has  its 
own  superintendent  and  other  home  office  employees  and  is  con¬ 
ducted  independently. 

Domestic  Agency  Division 

All  domestic  agencies  are  conducted  on  the  branch  office  sys¬ 
tem;  that  is,  a  salaried  manager  appointed  by  the  company  is  the 
chief  agency  executive. 
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Agency  managers  are  required  to  furnish  bonds  of  approved 
surety  companies  for  such  amounts  as  may  be  fixed  by  the  com¬ 
pany  and  to  devote  their  entire  time  and  energy  to  supervising 
and  increasing  the  company’s  business  within  the  territory  com¬ 
posing  their  respective  agencies.  They  are,  among  other  duties, 
required  to  keep  thoroughly  informed  and  report  promptly  to 
the  company  any  proposed  or  enacted  legislation  affecting  insur¬ 
ance  companies,  deficiencies  or  irregularities  in  the  office  or  agency 
force  together  with  anything  affecting  any  risk  carried  by  the 
company.  They  are  also  responsible  for  all  details  connected  with 
the  procuring  and  handling  of  agents  and  the  securing  of  new 
business. 

The  salaries  of  managers  vary  according  to  the  importance 
of  the  office  and  extent  of  the  business  under  their  jurisdiction. 
The  necessary  expenses  incident  to  the  proper  conduct  of  the  busi¬ 
ness  in  each  branch  office,  such  as  office  rent,  clerk  hire,  etc.,  are 
paid  by  the  company.  All  salaries  and  rentals  are  fixed  at  the 
home  office. 

In  addition  to  their  salaries,  managers  are  allowed  maximum 
commissions  on  all  business  personally  written  by  them  notwith¬ 
standing  the  fact  that  they  have  no  commission  contracts.  Be¬ 
ginning  with  business  established  in  1910,  they  are  also  allowed 
a  renewal  commission  of  1  per  cent,  for  three  years. 

The  authorization  for  and  conditions  under  which  this  1  per 
cent,  is  allowed  are  set  forth  in  a  resolution  of  the  committee  on 
insurance  and  agencies. 

Agents  and  solicitors  are  appointed  by  the  managers  under  the 
company’s  contract  and  rules  with  the  approval  of  the  superin¬ 
tendent  of  agencies.  All  contracts  with  agents  are  executed  in 
triplicate  and  signed  by  the  manager.  One  copy  is  given  to  the 
agent,  one  copy  is  sent  to  the  superintendent  of  agencies,  and 
one  copy  is  kept  on  file  in  the  office  of  the  manager.  Changes, 
modifications  or  alterations  of  the  original  contracts  are  made  in 
triplicate  and  are  treated  as  original  contracts. 

Agents’  contracts  for  commissions,  which  are  made  by  the  man¬ 
agers  subject  to  the  approval  of  the  superintendent  of  agencies, 
are  at  rates  not  exceeding  those  specified  in  the  maximum  scale. 

A  maximum  scale  of  commissions  was  adopted  on  January  1, 
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1908,  and  remained  in  force  until  September  30,  1911,  subject 
to  certain  changes  made  from  time  to  time.  A  new  scale  was 
adopted  on  October  1,  1911,  which  embodied  the  changes  made. 
Such  scale  is  now  in  effect. 

Renewal  commissions  are  paid  on  the  basis  of  5  per  cent,  and 
3  per  cent.,  respectively,  for  nine  years  according  to  the  kind 
of  policy,  and  they  are  generally  commuted  to  two  of  12  per  cent, 
and  one  of  6  per  cent,  or  to  two  of  8  per  cent,  and  one  of  4  per 
cent. 

Agency  cashiers  and  assistant  agency  cashiers  are  employed 
under  the  direction  of  the  superintendent  of  agencies  and  they 
are  required  to  furnish  the  company  with  satisfactory  bonds  of 
approved  surety  companies  for  such  amounts  as  may  be  fixed 
by  the  company. 

The  agency  cashier  is  the  financial  representative  of  the  com¬ 
pany  at  the  agency  and  has  charge  of  the  collection  of  premiums 
and  the  care  of  the  established  business.  He  has  full  charge  of  all 
correspondence  and  records  of  the  office  and  makes  such  reports 
as  are  required  by  the  company. 

All  moneys  collected  for  or  belonging  to  the  company  are  re¬ 
quired  to  be  deposited  to  the  credit  of  the  company  on  the  day 
received  in  a  bank  designated  by  the  treasurer.  Ho  unbonded 
employee  of  the  company  has  access  to  the  company’s  funds. 

Payments  on  account  of  any  loan,  surrender  value,  matured 
endowment,  or  death  claim  are  not  permitted  by  an  agency  cashier 
unless  so  instructed  by  the  comptroller  of  the  company.  Divi¬ 
dends  may  be  paid  by  the  cashier  subject  to  certain  conditions  pro¬ 
vided  the  cash  dividend  or  the  cash  value  of  the  dividend  addi¬ 
tion  does  not  exceed  a  stated  amount.  As  a  rule,  all  payments 
on  account  of  policy  claims  are  made  from  the  home  office. 

Foreign  Agency  Division 

Of  the  foreign  agencies,  two  only  are  conducted  as  general 
agencies.  The  balance  are  branch  offices.  The  organization  is 
similar  to  that  of  the  domestic  agencies  and,  although  the  man¬ 
agers  have  somewhat  broader  powers,  their  duties  and  responsi¬ 
bilities  are  practically  the  same. 

Foreign  managers  are  permitted  to  make  certain  payments, 
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such  as  surrenders,  loans,  etc.,  without  obtaining  express  authori¬ 
zation  for  each  individual  case;  but  in  making  such  payments, 
such  managers  are  under  restricted  rules  and  regulations;  and 
the  vouchers  for  all  such  payments  are  checked  and  audited  at 
the  home  office. 

With  the  exception  of  agencies  in  England,  Austria,  Holland, 
Belgium,  Denmark,  Norway,  Sweden  and  Hungary,  the  agencies 
in  Europe  do  not  secure  new  business  but  act  merely  as  collecting 
mediums  and  transact  such  other  business  as  may  be  required  by 
the  home  office. 

Agents  are  secured  and  contracts  entered  into  practically  the 
same  as  in  the  domestic  department.  The  maximum  commissions 
on  new  business  are  also  the  same. 

Foreign  agents  are  allowed  nine  renewals  of  7%  Per  cent,  or 
5  per  cent,  according  to  the  kind  of  policies.  It  would  appear 
that,  with  two  exceptions,  the  foreign  agencies  are  subject  to  the 
supervision  of  local  salaried  representatives  and  therefore  the 
rate  of  renewral  commissions  should  he  5  per  cent,  and  3  per 
cent,  respectively. 

The  authority  for  these  payments  rests  on  an  opinion  given  in 
1906  by  a  former  general  solicitor  of  the  company  which  hinges 
on  the  word  “  local.”  The  contention  of  the  company  is  that  the 
managers,  on  account  of  their  broader  powers,  are  not  local 
salaried  representatives. 

Considerable  attention  was  directed  to  the  manner  of  reporting 
commissions  and  other  agency  transactions  and  it  was  found  that, 
in  accounting  for  first  year’s  commissions,  all  such  commissions 
are  charged  at  the  maximum  rates  stated  in  the  adopted  scale  and 
any  difference  between  the  amounts  of  commissions  based  on  these 
maximum  rates  and  those  actually  received  by  the  agents  is 
credited  to  what  is  styled  a  “  differential  savings  fund.”  The 
net  amount  of  commissions  actually  paid,  of  course,  is  reported 
to  the  State. 

A  first  year  fund  consisting  of  the  differential  savings  plus  an 
amount  equal  to  one-half  of  one  per  centum  of  the  amount  of 
premiums  collected  on  policies  written  prior  to  January  1,  1907, 
is  set  up  for  each  domestic  agency.  Managers  are  allowed  to  pay 
salaries  and  make  advances  to  agents  to  the  amount  of  this  fund 
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in  their  respective  agencies.  The  salaries  so  paid  do  not  show 
in  the  agent’s  contracts  and  there  is  nothing  to  indicate  that  the 
amounts  thereof  were  determined  in  advance.  Certain  other 
items,  such  as  traveling  expenses,  advertising,  etc.,  are  sometimes 
paid  from  this  fund. 

In  certain  domestic  agencies,  the  commissions  paid  on  new 
business  are  often  in  excess  of  the  rates  stated  in  the  agents’  con¬ 
tracts.  The  company  claims  the  right  of  the  managers  to  pay 
an  agent  on  an  individual  case  any  rate  of  commission  above  the 
contract  rate  as  long  as  the  maximum  scale  rate  is  not  exceeded. 
By  this  practice,  an  agent  may  get  a  different  rate  of  commission 
on  exactly  similar  policies. 

This  would  appear  to  he  in  violation  of  a  provision  of  section 
97  of  the  Insurance  Law,  which  is  to  the  effect  that  all  commis¬ 
sions  must  be  determined  in  advance. 

In  foreign  countries,  however,  commissions  are  paid  in  strict 
conformity  with  the  agents’  contracts.  The  first  year  fund  con¬ 
sists  of  only  the  differential  savings. 

Policy  Contracts 

All  insurance  contracts  entered  into  by  the  company  at  the 
present  time  are  unrestricted  as  to  residence,  travel,  and  military 
or  naval  service.  They  are  also  free  from  restrictions  as  to  other 
occupations  than  that  in  which  the  insured  is  engaged  at  the 
time  of  application  after  one  year  from  the  date  of  issue.  If  no 
extra  premiums  are  being  paid  on  policies  issued  prior  to  J anuary 
1,  1899,  on  account  of  the  hazard  of  residence  or  occupation,  with 
few  exceptions,  the  restrictions  contained  in  such  policies  will 
be  removed  providing  such  restrictions  were  not  contained  in  the 
policy  contracts  entered  into  after  said  date. 

According  to  the  provisions  of  the  contracts,  the  policies  are 
incontestable  after  two  years  from  the  date  thereof  provided  the 
premiums  have  been  paid.  All  contracts  are  non-forfeitable  after 
three  full  years’  premiums  have  been  received  by  the  company. 

All  policies  issued  by  the  company  prior  to  1884  were  on  the 
annual  dividend  plan  except  during  the  years  1870  to  1872  when 
a  few  ten-year  tontine  policies  were  issued.  During  the  period 
commencing  1884  and  ending  December  31,  '1906,  five,  ten,  fifteen 
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and  twenty  year  dividend  distribution  policies  were  issued.  Since 
December  31,  1906,  only  annual  dividend  policies  bave  been 
issued. 

The  minimum  amount  of  an  insurance  policy  issued  by  the 
company  is  $500  and  $250,000,  over  and  above  the  reserve  on  all 
existing  policies  in  the  company,  is  the  maximum  limit  of  in¬ 
surance  which  is  carried  on  any  one  person.  The  company  does 
not  consider  insurance  in  excess  of  the  above  amount  on  any  one 
risk  unless  reinsurance  can  be  effected  without  loss. 

Extensions 

“  Extensions  ”  is  a  term  used  to  indicate  that  the  insurance 
company  has  agreed  to  accept  the  payment  of  premiums  or  loan 
interest  at  a  time  beyond  the  grace  period  allowed  for  such  pay¬ 
ments.  As  consideration  therefor,  the  company  charges  a  fee 
in  case  the  policy  has  no  surrender  value  or  when  the  cost  of 
the  extension  together  with  all  other  indebtedness  would  be  in 
excess  of  the  surrender  value. 

The  limits  of  extension  periods  are  usually  not  to  exceed  six 
months  on  annual  premiums  and  three  months  on  semi-annual 
premiums.  Extensions  of  time  for  the  payment  of  quarterly  pre¬ 
miums  are  considered  in  exceptional  cases  and  then  only  where 
full  particulars  are  submitted. 

Restorations 

Policies  that  have  been  forfeited  or  surrendered  or  auto¬ 
matically  continued  as  paid-up  insurance  on  account  of  the  non¬ 
payment  of  any  premium  at  the  end  of  the  days  of  grace,  or  of 
the  extension  period,  if  any,  may  be  restored  under  certain  con¬ 
ditions. 

Annual  dividend  'policies. —  An  annual  dividend  policy  may  be 
restored  provided  premiums  and  loan  interest,  if  any,  have  not 
been  in  default  more  than  three  years.  The  restoration  is  also 
subject  to  satisfactory  evidence  of  insurability  and  the  payment 
of  all  arrears  of  premiums  and  loan  interest,  if  any,  with  com¬ 
pound  interest  at  the  rate  of  5  per  cent. 

In  cases  where  a  restoration  is  desired  on  policies  on  which 
premiums  have  been  in  default  for  more  than  three  years,  the 
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requirements  or  conditions  under  which  the  company  will  make 
such  restoration  are  furnished  in  particular  cases  upon  request. 

Deferred  dividend  'policies . —  A  deferred  dividend  policy  may 
be  restored  subject  to  satisfactory  evidence  of  insurability  and 
the  payment  of  all  premiums  in  arrears  with  compound  interest 
at  the  rate  of  5  per  cent,  provided  the  premiums  have  not  been 
in  default  more  than  three  years  and  the  period  from  the  pro¬ 
posed  date  of  restoration  until  the  end  of  the  distribution  period 
is  five  years  or  more. 

A  policy  may  be  restored  during  the  last  five  years  of  a  divi¬ 
dend  distribution  period  under  certain  conditions  provided  the 
premiums  have  not  been  in  default  more  than  six  months. 

The  company  will  not  restore  a  policy  after  the  end  of  a 
dividend  distribution  period  if  the  policy  has  been  lapsed  or 
surrendered  before  the  end  of  such  period.  In  any  case,  the  com¬ 
pany  claims  that  it  has  the  right  to  decline  to  restore  any  policy 
that  it  sees  fit. 

Surrenders 

Any  policy  issued  after  January  1,  1907,  on  which  premiums 
have  been  paid  for  at  least  three  years  may  be  surrendered  for 
(a)  non-participating  paid-up  insurance,  (b)  non-participating 
continued  insurance,  or  (c)  cash. 

N on-participating  Paid-up  Insurance. —  The  State  of  New 
York  passed  a  law  in  1879  which  provided  that  surrender  values 
in  the  form  of  paid-up  non-participating  insurance  of  a  certain 
minimum  amount  should  be  given  on  all  policies  issued  on  or 
after  January  1,  1880,  on  which  at  least  three  full  years’  premiums 
had  been  paid.  This  law  also  provided  that  such  policies  must  be 
surrendered  not  later  than  six  months  after  the  date  of  lapse  in 
order  to  secure  this  paid-up  insurance.  However,  in  case  of  any 
policy  issued  prior  to  January  1,  1899,  which  lapses  on  account 
of  the  non-payment  of  any  premium  due  on  or  after  January  1, 
1901,  the  company  automatically  grants  paid-up  insurance  not¬ 
withstanding  this  provision. 

The  company  published  a  table  of  paid-up  values  for  policies 
issued  under  this  law.  The  amounts  given  in  this  table  as  paid-up 
values  are  increased  by  dividend  additions,  if  any,  and  apply  to 
all  policies  issued  prior  to  January  1,  1899. 
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What  is  known  as  the  a1899  forms  ”  were  in  use  between 
January  1,  1899,  and  December  31,  1906.  All  policies  issued  on 
such  forms  provide  that  they  would  automatically  remain  in  force 
as  paid-up  insurance  should  a  premium  be  in  default  after  three 
full  years7  premiums  had  been  paid  provided  there  were  no  loans 
outstanding  on  the  policies.  The  policies  stated  the  amount  of 
paid-up  insurance  they  would  be  entitled  to.  Such  amounts  would 
be  increased  by  any  dividend  additions  and  decreased,  on  account 
of  any  extensions  that  may  have  been  granted  by  the  company 
beyond  the  days  of  grace,  by  an  amount  equal  to  the  insurance 
equivalent  of  the  proportionate  premium  and  interest. 

All  policies  issued  after  January  1,  1907,  are,  according  to  law, 
automatically  continued  as  term  insurance  for  the  full  amount  in 
the  event  of  a  default  of  any  premium  after  the  third.  The  law 
also  provides  that  all  policies  issued  after  this  date  should  contain 
minimum  surrender  values.  In  addition  to  the  legal  require¬ 
ments,  all  policies  issued  after  said  date  stated  the  amount  of  non- 
participating  paid-up  insurance  which  could  be  obtained  if  the 
policy  was  surrendered  not  later  than  three  months  after  the  de¬ 
fault  of  the  premium. 

In  cases  where  the  paid-up  insurance  is  desired,  the  company 
requires  a  written  request  to  that  effect  which  must  be  accom¬ 
panied  by  the  surrendered  policy. 

N onr participating  Continued  Insurance. —  According  to  the 
provisions  of  all  ordinary  and  limited  payment  life  policies  issued 
on  the  “  1899  forms,’7  they  may  be  surrendered  for  policies  of 
term  insurance  for  the  full  amount  within  thirty  days  after  de¬ 
fault  in  the  payment  of  any  premium  after  the  third  if  there 
are  no  outstanding  loans  on  the  policies.  The  period  of  the  term 
is  stated  in  the  contracts.  Should  such  a  surrender  be  desired 
during  the  eleven  months  subsequent  to  the  specified  thirty  days, 
the  insured  must  be  examined  by  a  company’s  physician  without 
expense  to  the  company  and  if  the  insured  is  found  to  be  in  good 
health,  the  surrender  and  exchange  may  be  effected. 

All  policies  issued  after  January  1,  1907,  contain  tables  which 
show  the  period  for  which  the  policies  will  automatically  continue 
in  force  providing  there  are  no  loans  outstanding  on  the  policies. 

22 
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In  case  there  are  loans  outstanding  on  the  policies,  the  amount  of 
the  term  insurance  and  the  period  of  the  term  are  affected  by  the 
loan  and  dividend  additions  if  any,  at  the  date  of  default.  Usually 
the  amount  of  continued  insurance  in  such  cases,  is  the  sum  of 
the  original  amount  of  insurance  and  dividend  additions,  if  any, 
from  which  is  deducted  the  amount  of  the  loan  and  interest.  The 
term,  as  is  explained  by  the  provisions  of  the  policy,  is  then  to  be 
determined  according  to  the  circumstances  of  each  case. 

Surrenders  for  cash. —  Cash  surrender  values  are  guaranteed 
in  some  of  the  policies  issued  by  the  company  provided  they  are 
surrendered  at  certain  stated  periods.  The  company  will  allow 
a  cash  surrender  consideration  for  any  of  the  above  mentioned 
policies  should  the  insured  desire  to  terminate  his  insurance  at 
other  times  than  stated  in  his  contract. 

The  policies  which  guaranteed  certain  cash  or  loan  values  at 
certain  stated  periods  were  long  term  dividend  distribution 
policies  issued  from  1884  to  1889.  These  policies  provided  for 
the  first  dividends  at  the  end  of  either  five,  ten,  fifteen,  or  twenty 
years  and  for  subsequent  periods  of  five  years  thereafter.  In 
order  to  secure  the  guaranteed  cash  value,  the  insured  was  re¬ 
quired  to  surrender  the  policy  at  the  end  of  a  distribution  period. 
The  cash  surrender  values  vary  with  the  first  distribution  period 
provided  for  in  the  policy.  Such  values  were  80  per  cent,  of  the 
American  4%  per  cent,  reserve  at  the  end  of  the  first  distribution 
period  of  five  years  and  100  per  cent,  of  the  American  4%  per 
cent,  and  4  per  cent,  reserves  at  the  end  of  the  first  ten  year  or 
other  distribution  periods  respect! /ely.  The  guaranteed  cash 

values  are  increased  bv  the  cash  values  of  the  dividends  then  due. 

*/ 

The  policy  contracts  issued  from  July  1,  1889  to  1898  were 
practically  the  same  except  that  no  cash  surrender  values  were 
guaranteed  other  than  at  the  end  of  the  first  distribution  periods. 
These  values  at  the  end  of  the  ten,  fifteen  and  twenty  year  dis¬ 
tribution  periods  were  100  per  cent,  of  the  American  4  per  cent, 
or  41/2  per  cent,  reserves,  according  to  the  plan  of  distribution. 

In  1899,  three  different  scales  of  cash  values  were  used;  one 
for  twenty-year  distributions,  a  smaller  scale  for  fifteen-year  dis¬ 
tributions,  and  a  still  smaller  scale  for  all  other  policies  having 
shorter  distribution  periods. 
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The  guaranteed  cash  values  of  all  policies,  with  a  few  excep¬ 
tions,  having  fifteen  or  twenty-year  distribution  periods  were 
in  excess  of  the  American  3%  per  cent,  reserves.  Therefore, 
an  additional  reserve  was  required  to  be  accumulated  which, 
together  with  the  regular  reserve,  would  equal  the  guaranteed 
cash  value  at  the  end  of  the  distribution  periods. 

The  guaranteed  cash  values  in  the  “  1899  form  ”  policies  could 
be  secured  only  if  the  policies  were  surrendered  within  sixty 
days  of  the  due  date  of  the  premium  in  default.  The  cash  the 
company  would  give  on  a  policy  surrendered  after  the  sixty 
days  had  expired  would  be  the  amount  of  the  automatic  paid-up 
to  which  the  policy  would  be  entitled  multiplied  by  a  factor, 
which  is  explained  hereinafter,  for  the  attained  age  of  the 
insured. 

All  policies  issued  on  or  after  January  1,  1907,  contain  tables 
of  cash  values  which  govern  in  case  of  surrender. 

When  a  policy  is  surrendered  at  other  times  than  that  stated 
in  the  contract  at  which  time  a  guaranteed  amount  may  he  had, 
the  cash  surrender  consideration  allowed  by  the  company  is 
calculated  by  converting  the  policy  into  non-participating  paid-up 
insurance  to  which  is  applied  a  factor.  This  factor  represents 
the  amount  of  cash  which  will  be  allowed  for  each  dollar  of  such 
paid-up  insurance. 

The  table  of  cash  factors  now  used  by  the  company  in  de¬ 
termining  the  cash  surrender  values  of  paid-up  insurance  be¬ 
came  effective  in  February,  1906.  It  is  based  on  75  per  cent, 
of  the  rate  of  mortality  of  the  American  Experience  Table  of 
Mortality  assuming  interest  at  the  rate  of  5  per  cent.  The  table 
in  use  prior  to  February,  1906,  assumed  interest  at  the  rate  of  6 
per  cent. 

The  actual  experience  of  the  company  on  this  class  of  policies 
is  said  to  be  approximately  87%  per  cent,  of  the  American  Ex¬ 
perience  Table  of  Mortality  and  the  loss  of  presumably  the  better 
class  of  risks  by  surrender  is  overcome  by  basing  the  cash  sur¬ 
render  value  on  75  per  cent,  of  the  American  Experience  Tables. 
This  is  a  penalty  of  12%  per  cent,  to  the  surrendering  policy¬ 
holder.  While  the  reserve  may  be  calculated  on  an  interest  rate 
of  from  3  per  cent,  to  4  per  cent,  or  4%  per  cent.,  the  rate 
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assumed  in  the  computation  of  the  cash  factors,  5  per  cent.,  in¬ 
flicts  a  further  penalty  of  from  one-half  per  cent,  to  2  per  cent. 

While  it  appears  that  the  first  penalty  is  proper  in  order  to 
maintain  a  proper  relation  of  reserves  to  the  risks  involved,  the 
reason  for  the  calculation  of  the  factors  on  a  basis  of  5  per  cent, 
interest  is  not  so  apparent.  However,  the  last  penalty  is  said 
to  represent  the  expense  incurred  in  replacing  the  retiring  policy¬ 
holder. 

It  would  seem,  therefore,  that  the  selection  of  the  rate  of  inter¬ 
est  for  such  calculation  is  arbitrary  and  not  based  upon  any  recog¬ 
nized  principles  of  life  insurance.  The  reason  of  the  selection  of 
the  6  per  cent,  interest  rate  on  the  table  of  cash  factors  in  effect 
prior  to  February,  1906,  was  that  such  rate  of  interest  was  the 
legal  standard  rate  for  the  State  of  New  York. 

Settlements  where  there  is  a  loan. —  The  company  terminates 
for  their  cash  values  all  policies  issued  prior  to  January  1,  1907, 
that  have  been  assigned  to  it  as  security  for  loans,  upon  the  non¬ 
payment  of  either  premium  or  interest.  In  order  for  the  insured 
to  have  the  loan  continued  either  in  whole  or  in  such  part  as  the 
value  of  the  paid-up  will  allow,  he  must  make  such  arrangement 
with  the  company  and  pay  the  interest  on  the  loan  in  advance. 
Should  the  loan  be  in  excess  of  the  cash  value  of  the  paid-up,  the 
insured  must  reduce  the  amount  of  the  loan  to  continue  the  policy 
as  paid-up  subject  to  the  loan.  Any  equity  in  the  policy  when 
so  terminated  is  paid  to  the  insured. 

All  policies,  except  term,  issued  after  January  1,  1907,  on 
which  any  premium,  after  three  full  years’  premiums  have  been 
paid,  is  in  default,  are  continued  automatically  as  paid-up  term. 
The  amount  thereof  is  the  face  amount  of  insurance,  to  which  is 
added  any  dividend  additions,  less  the  amount  of  the  indebtedness 
to  the  company.  In  such  cases,  the  loan  is  paid  off  and  the 
policy  continued  for  the  net  amount  for  such  term  as  may  be 
determined.  Should  the  premium  be  paid  in  cash  and  the 
interest  on  the  loan  be  in  default,  such  interest  is  added  .to  the 
principal  and  bears  interest  at  the  rate  of  5  per  cent,  annually. 
This  procedure  is  followed  until  the  loan  and  interest  equals  the 
cash  value  of  the  policy  at  the  date  to  which  the  premiums  are 
paid. 
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In  order  to  test  the  company’s  computation  of  cash  values 
allowed,  435  cases,  settled  in  1911,  were  selected.  These  cov¬ 
ered  issues  of  the  years  1855  to  1895,  inclusive,  upon  the  ordi¬ 
nary  life,  limited  payment  life  and  endowment  plans,  having 
various  distribution  periods. 

Method  of  Computation  for  Issues  Prior  to  July  1 ,  1889. — 
The  earlier  issues  were  largely  ordinary  life  contracts  without 
distribution  periods.  The  cash  value  was  found  by  first  con¬ 
verting  the  4-J  per  cent,  reserve  at  the  year  of  surrender  into  paid- 
up  insurance,  in  accordance  with  the  company's  single  premium 
rates  of  1879,  and  multiplying  the  paid-up  thus  obtained  by  the 
cash  factor  before  mentioned.  Ordinary  life  contracts  with  fixed 
distribution  periods  and  subsequent  five-year  distribution  periods 
have  guaranteed  values  at  the  end  of  the  first  distribution  period 
and  thereafter  at  the  end  of  each  five-year  period.  If  surrendered 
before  the  first  distribution  period,  as  for  example,  an  ordinary 
life  policy,  twenty-year  distribution,  surrendered  at  the  end  of 
the  eighteenth  year,  the  cash  value  would  be  the  terminal  reserve 

—  4  per  cent.  American  Experience  —  at  the  end  of  the  twentieth 
year,  discounted  two  years  at  5  per  cent.,  less  one  gross  annual 
premium,  and  one  net  annual  premium  discounted  one  year  at  5 
per  cent.  If  this  policy  should  be  surrendered  at  the  end  of  the 
twenty-second  year,  the  cash  value  would  be  the  terminal  reserve 

—  4  per  cent.  American  Experience  —  at  the  end  of  the  twentieth 
year,  or  the  terminal  reserve,  4  per  cent.  American  Experience  — 
at  the  end  of  the  twenty-fifth  year  discounted  as  before  —  which¬ 
ever  produces  the  larger  value. 

The  above  methods  apply  also  to  limited  payment  life  and  to 
endowment  policies  except  that  in  the  case  of  endowment  policies 
the  value  at  maturity  is  always  used. 

Method  of  computation  for  issues  after  July  1,  1889. — As  be¬ 
fore  stated,  these  policies  provide  guaranteed  values  only  at  the 
end  of  the  first  distribution  period,  winch  is  either  the  terminal 
reserve,  4  per  cent,  or  41  per  cent.,  American  Experience,  ac- 
cording  to  the  plan  of  distribution. 

Cash  values  for  ordinary  life  policies  surrendered  before  the 
end  of  the  distribution  period  are  computed  in  the  same  manner 
as  before  given  for  issues  prior  to  July  1,  1889.  If  surrendered 
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after  the  distribution  period  the  cash  value  given  is  either  the 
terminal  reserve,  4^  per  cent.  American  Experience,  at  the  year 
of  surrender  converted  into  paid-up  insurance  according  to  the 
company’s  single  premium  rates  of  1879  and  multiplied  by  the 
cash  factor  for  the  attained  age,  or  the  guaranteed  cash  value  at 
the  end  of  the  distribution  period,  whichever  value  is  larger. 

Cash  values  for  limited  payment  life  policies  surrendered  be¬ 
fore  the  end  of  the  distribution  period  are  equal  to  the  terminal 
reserves  4  per  cent,  or  44  per  cent.,  American  Experience,  ac¬ 
cording  to  the  plan  of  distribution,  at  the  end  of  the  distribution 
period  discounted  in  the  same  manner  as  ordinary  life  contracts. 
If  surrendered  after  the  distribution  period  the  cash  value  would 
be  either  the  guaranteed  value  at  the  end  of  the  distribution 
period  or  the  cash  value  obtained  by  applying  the  cash  factor 
at  the  attained  age  to  the  paid-up  value  at  the  time  of  surrender, 
the  larger  value  being  given. 

Endowment  policies  surrendered  before  maturity  are  entitled 
to  either  the  face  of  the  policy  discounted  for  the  number  of 
years  to  run,  less  the  premiums  due  (one  gross  and  the  balance 
net  and  also  discounted),  or  to  the  value  obtained  by  applying 
the  cash  factor,  at  attained  age,  for  the  number  of  years  to  run, 
to  the  paid-up  endowment  value  at  the  date  of  surrender. 

We  find  the  cash  values  carefully  computed,  few  errors  being 
found.  It  seems  to  he  the  policy  of  the  company  to  give  the  in¬ 
sured  the  benefit  whenever  the  cash  value  can  he  found  in  more 
than  one  way. 

Death  Claims 

When  the  death  of  a  policyholder  is  reported,  blank  proofs  are 
given  to  the  claimant,  and  a  “  Report  of  Death  ”  form,  on  which 
the  information  at  hand  is  entered,  is  started.  At  the  home 
office  this  form  is  first  sent  to  the  Mortuary  Division  where  a 
card  record  is  made  of  the  facts  in  the  report.  The  report  is 
then  sent  to  the  registrar  for  a  complete  description  of  the  policy ; 
to  the  auditor  for  a  record  of  the  premium  payments;  to  the 
actuary  for  a  record  of  any  dividends,  etc.,  due  on  the  policy 
and  then  back  to  the  mortuary  division  to  await  proofs  of  death. 
The  auditor  withdraws  the  premium  card  from  the  files,  marks 
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it  “  Dead  ”  and  files  it  in  an  Unpaid  Dead  ”  drawer.  Tlie 
policy  loan  records  are  also  searched  for  loans  against  the  policy.- 
The  actuary  makes  a  card  containing  all  the  information  to  date. 
When  the  proofs  of  death  are  received  the  papers  are  again  sent 
to  the  actuary  who  completes  this  card  and  enters  the  claim  in 
the  death  claim  register.  The  aggregate  amount  represented  by 
these  cards  is  the  company’s  liability  for  unpaid  reported  death 
claims.  A  check  is  made  between  these  cards  and  those  in  the 
auditor's  department  representing  unpaid  death  claims.  After 
claims  are  paid  the  cards  are  so  marked  and  filed.  The  proofs 
are  also  sent  to  the  medical  department  and  doubtful  cases  are 
sent  to  the  law  department.  The  second  vice-president  approves 
and  authorizes  for  payment  all  indisputable  claims,  and  reports 
to  the  mortuary  committee  for  action,  all  claims  wThich  are  dis¬ 
putable. 

This  system  was  lacking  in  one  essential.  The  company  did 
not  at  any  stage  give  the  claim  a  claim  number.  Outstanding 
claims  were  never  at  any  time  susceptible  of  absolute  proof  as 
to  their  completeness.  The  company  has  remedied  this,  and 
claims  are  now  given  a  claim  number  upon  receipt  of  notice. 

Paid  claims  are  filed  by  policy  number  and  year  of  payment. 
In  order  to  facilitate  checking  the  payments  to  the  company’s 
books,  cards  were  first  prepared  from  the  death  claim  abstract 
and  these  were  then  arranged  according  to  policy  number,  to 
correspond  with  the  files,  and  checked  with  the  claim  papers. 
UTo  release  is  filed  with  the  claim  and  in  fact  the  only  release 
which  the  company  has  is  the  cancelled  check.  This  was  exam¬ 
ined  in  each  case  and  compared  with  the  papers  to  see  that  the 
amount  was  correct  and  that  the  proper  party  received  the  money. 
Over  15,000  claims  were  carefully  read,  especial  attention  being 
given  to  litigated  and  compromised  cases. 

Certain  claims  are  resisted  where  the  policies  contain  certain 
restrictions,  for  one  year,  in  regard  to  occupation.  The  policies 
lapsed  and  were  restored  after  having  been  in  force  more  than 
two  years.  The  company’s  contention  is  that  the  restoration 
makes  a  new  contract  and  that  the  restrictions  must  run  one  year 
from  the  date  of  restoration. 
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Age  adjustment. —  Many  of  the  older  policies  make  no  pro¬ 
vision  for  adjustment  on  account  of  misstatement  of  age.  In 
every  case  of  understatement,  the  company  has  made  a  correct 
deduction  and  the  Yew  York  law  is  given  as  authority.  Yo  at¬ 
tention  is  given  to  overstatement  of  age.  As  the  law  provides 
for  adjustment  in  either  case  it  would  seem  more  equitable  if 
the  company  would  also  recognize  cases  where  the  age  has  been 
overstated. 

On  December  31,  1911,  the  company  stated  its  liability  on 
account  of  incurred  death  losses  for  which  no  proof  has  been 
received  as  $1,997,278.79,  made  up  of  $1,397,278.89  representing 
claims  of  which  notice  had  been  received  and  an  estimate  of 
$600,000  to  cover  unreported  death  claims.  Forty-three  claims, 
aggregating  $11,703,  which  were  overlooked  and  not  included  in 
the  reported  cases,  have  been  added  and  the  sum  of  $47,547, 
the  reserve  which  the  company  carried,  has  been  deducted  from 
the  reserve  liability.  The  estimate  of  $600,000  was  too  high  as 
the  claims  reported  this  year  amounted  to  $286,644,  from  which 
the  reserve  liability  of  $131,906  must  he  deducted,  leaving  the 
net  liability  of  $154,738,  instead  of  the  $600,000  estimated.  In 
the  contested  cases,  that  of  E.  Rustin  was  carried  as  two  policies 
aggregating  $30,000;  it  should  have  been  four  policies,  aggregat¬ 
ing  $50,000. 

After  making  these  corrections,  the  outstanding  liability  on 


account  of  policy  claims  is  as  follows: 

Claims  for  death  losses  due  and  unpaid .  $452,278  13 

Claims  for  death  losses  in  process  of  adjustment .  912,421  54 

Claims  for  death  losses,  no  proofs  received .  1,663,719  79 

Claims  for  matured  endowments,  due  and  unpaid .  216,975  33 

Claims  for  policy  claims  resisted .  442,798  04 

Due  and  unpaid  on  annuity  claims  involving  life  contingencies  158,739  39 


Total .  $3,846,932  22 


Claims  are  handled  promptly. 

Dividends 

The  investigation  of  the  company’s  dividend  system  included: 

1.  An  inquiry  into  the  methods  and  factors  used  by  the  com¬ 
pany  in  computing  dividends.  This  part  of  the  examination 
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was  made  by  Mr.  H.  E.  Ryan,  assistant  actuary  of  the  depart¬ 
ment,  and  his  findings  are  the  subject  of  a  separate  report  filed 
herewith. 

2.  The  verification  of  dividend  rates  per  $1,000,  as  shown  in 
Schedules  M,  IT  and  O,  with  the  calculations  made  by  the 
actuary’s  department. 

3.  Test  checks  of  dividend  payments  to  policyholders  by  com¬ 
paring  dividend  vouchers  with  the  rates  stated  in  the  schedules. 

4.  Verification  of  dividend  liabilities  as  reported  in  the  annual 
statement. 

Schedule  M. —  Two  hundred  cards  were  written  from  issues  of 
1905,  1906,  1907,  1908,  1909  and  1910,  covering  every  kind  of 
policy  reported  in  the  schedule  for  ages  25,  35,  45  and  55.  These 
cards  stated  year  of  issue,  rate  of  dividend,  kind  of  policy,  dis¬ 
tribution  period  and  age  at  issue.  The  cards  were  checked  with 
the  dividend  registers  and  found  to  agree.  From  these  registers, 
policy  numbers  and  amounts  of  insurance  were  added  to  the 
cards  which  were  then  checked  against  the  vouchers  showing 
payments  to  policyholders.  ISTo  errors  were  found. 

Schedule  N. —  A  card  was  written  for  each  kind  of  policy 
having  a  10,  15  and  20  year  distribution  period,  issued  in  1891, 
1896  and  1901  for  ages  25,  35,  45  and  55.  The  same  procedure 
was  followed  as  for  Schedule  M.  Ro  errors  were  found. 

Schedule  O. —  This  schedule  shows  the  amount  per  $1,000 
set  apart  or  provisionally  ascertained  or  calculated  or  held  awaiting 
apportionment  on  policies  with  deferred  dividend  periods  longer 
than  one  year.  The  amounts  reported  for  the  various  ages  and 
kinds  of  policies  wrere  compared  with  the  company’s  calculations 
and  found  to  agree. 

Schedule  P. —  This  schedule  shows  the  total  amount  set  apart 
or  held  awaiting  apportionment  on  policies  with  deferred  divi¬ 
dend  periods.  Assuming  the  correctness  of  the  amounts  of  insur¬ 
ance  in  force,  as  shown  on  the  balance  sheets  of  the  company,  the 
issues  of  1894  were  taken  for  a  test  and  checked  into  the  summary 
sheets  without  finding  anv  errors.  These  sheets  were  then  checked 
into  the  accumulated  dividend  fund  register.  During  1912,  the 
company  has  rechecked  a  portion  of  its  work  in  both  the  accumu¬ 
lated  dividend  and  forborne  dividend  registers.  The  result  of 
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the  recheck  shows  that  the  liability  on  December  31,  1911,  was 
too  high  by  $41,943.43. 

Forborne  Fund 

This  fund  consists  of  amounts  equal  to  annual  dividends 
previously  set  aside  for  deferred  policies  which  have  since 
terminated  by  death  or  otherwise,  together  with  compound 
interest  thereon.  A  test  check  was  made  by  writing  500 
cards  of  1894  issues  from  the  dividend  registers,  of  various  dates 
and  modes  of  termination.  These  were  checked  with  the  forborne 
dividend  sheets.  Two  errors  were  found  which  will  increase  the 
fund  by  $968.47.  These  sheets  were  then  checked  to  the  forborne 
dividend  register  and  found  to  agree. 

The  deferred  dividend  account  in  the  general  ledger  shows: 


Balance  to  the  credit  of  the  fund  December  31,  1910 .  $75,164,219  97 

Accretions  during  1911  (including  interest) .  11,040,598  09 

$86,204,818  06 

Deduct  dividends  payable  in  1912 .  10,602,950  03 

To  the  credit  of  the  account  December  31,  1911 .  $75,601,868  03 

Add  amount  omitted .  968  47 

$75,602,836  50 

Deduct  errors  found  by  the  company .  41,943  43 

Liability  on  December  31,  1911 .  $75,560,893  07 


Annual  Contribution 

In  1909,  the  company  made  a  special  contribution  to  the  de¬ 
ferred  dividend  fund.  This  was  distributed  through  the  several 
years  of  issue,  to  the  twenty  year  deferred  dividend  class,  so 
that  the  rate  of  dividend  on  these  policies,  at  the  expiration  of 
their  dividend  periods,  will  not  be  less  than  the  rate  paid  the 
previous  year.  This  sum  is  adjusted  each  year,  and  on  December 
31,  1911,  it  amounted  to  $3,258,740.71. 

Deferred  Dividend  Policies  Changed  to  Annual  Dividend 

Policies 

The  difference  between  the  total  accumulated  dividend  at  time 
of  change  and  the  total  annual  dividends  is  included  in  the  for- 
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borne  fund.  These  annual  dividends  are  used  to  purchase  paid- 
up  insurance  upon  a  satisfactory  medical  examination.  If  the 
insured  cannot  pass  a  successful  medical  examination,  the  orig¬ 
inal  contract  must  be  continued  to  the  end  of  the  dividend  period. 
The  contract  provides,  however,  that  two  years  prior  to  the  ma¬ 
turity  of  the  dividend  period,  the  insured  may  elect  to  have  the 
dividends  applied  to  purchase  paid-up  insurance  without  medical 
examination. 

Dividends  on  Supplementary  Participating  Contracts 

The  dividends  paid  in  1911  on  contracts  of  this  kind  issued 
in  settlement  of  policies  issued  on  or  after  January  1,  1907, 
consisted  of  one  year’s  interest  at  1.4  per  cent,  on  the  principal. 

Conclusion 

Dividend  records  are  carefully  kept  and  no  discrimination  was 
found  in  the  treatment  of  policyholders  of  the  same  age  and 
class.  While  a  complete  check,  in  detail,  of  the  company’s  lia¬ 
bility  for  dividends  left  to  accumulate  at  interest,  unpaid  divi¬ 
dends,  and  dividends  payable  in  1912  was  not  attempted,  we 
believe  the  amounts  as  stated  by  the  company  are  sufficient. 

It  is  apparent  from  the  report  of  Assistant  Actuary  Ryan 
and  from  this  investigation,  that  the  factor  representing  earnings 
on  investments  has  not  been  affected  by  the  gains  or  losses  on 
account  of  sales  of  securities  or  the  variations  in  the  market 
price  of  stocks  held  by  the  company. 

Accounting  System 
The  Application 

Applications  for  contracts  of  life  insurance  are  procured,  with 
a  few  exceptions,  by  soliciting  agents.  The  application  is  com¬ 
pleted  by  a  medical  examination,  made  by  a  duly  appointed  medi¬ 
cal  examiner  of  the  company  and  is  then  sent  to  the  company’3 
agency.  Agents  are  urged  to  secure  the  amount  of  the  first 
premium.  A  conditional  receipt,  countersigned  by  the  agent,  is 
given  when  such  payment  is  made.  All  such  payments,  made 
to  soliciting  agents,  are  required  to  be  turned  over  to  the  agency 
cashier  and  held  as  deposits  on  account  of  pending  insurance. 
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At  the  agency,  a  copy  of  the  application  is  made,  the  medical 
examiner  is  credited  for  the  examination  and  it  is  then  for¬ 
warded  to  the  home  office.  If  the  application  is  declined,  a  no¬ 
tice  of  such  fact  is  sent  to  the  applicant  and  he  is  instructed  to 
present  his  conditional  receipt,  if  the  first  premium  has  been 
collected,  to  the  agency  cashier  who  will  refund  the  amount  paid. 

The  Policy 

If  the  application  is  accepted,  such  fact  is  noted  on  the  ap¬ 
plication  and  it  is  sent  to  the  registrar  who  writes  the  policy 
and  enters  the  facts  in  the  policy  register.  Card  records  of  the 
policy  are  prepared  for  the  index,  election  list,  actuary,  auditor, 
agency  department,  and  the  cashier.  The  policy  is  then  sent  to 
the  agency  for  delivery  and  for  collection  of  the  first  premium, 
if  it  has  not  been  previously  paid. 

Premiums 

A  card  record  is  also  made  at  the  agency  from  which  notices 
of  premiums  becoming  due  are  prepared.  Official  receipts  for 
premiums,  other  than  initial  premiums,  are  prepared  at  the  home 
office.  Two  records  of  the  premiums  due  are  also  prepared,  one 
of  which  is  retained  at  the  home  office  and  the  other  is  forwarded, 
with  the  receipts,  to  the  agency  and  is  there  compared  with  the 
premium  notices  which  have  been  prepared  at  the  agency.  The 
totals  of  premiums  to  be  collected  are  charged  in  the  premium 
control  ledger. 

Receipts  and  Disbursements 

In  the  domestic  department  all  collections  and  disbursements 
are  entered  each  day  in  the  cash  journal  kept  at  each  agency. 
Funds  are  deposited  daily  in  a  designated  local  depository,  to 
the  credit  of  The  Mutual  Life  Insurance  Company  of  Few  York, 
and  checks  thereon  are  signed  in  the  name  of  the  company  by 
the  agency  cashier  or  assistant  agency  cashier.  Remittances  to 
the  home  office,  by  Rew  York  draft  are  sent  daily  or  when  the 
balance  in  the  bank  exceeds  the  authorized  balance  by  $500. 
Premium  collections  are  reported  to  the  home  office  daily,  except 
in  small  agencies  where  at  least  two  reports  each  week  are  re¬ 
quired.  Entries  on  the  card  records  kept  in  the  accounting  de¬ 
partment  at  the  home  office  are  made  from  these  reports. 
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Collections  on  account  of  policy  loans  and  loan  interest  are  re¬ 
ported  and  recorded  in  the  policy  loan  department. 

Each  agency  renders  monthly  a  summary  of  policy  receipts 
and  policy  disbursements,  together  with  a  summary  of  premium 
collections  allocated  according  to  the  month  in  which  they  are 
due.  The  totals  of  the  amounts  by  months  are  credited  in  the 
premium  control  ledger.  A  recapitulation  of  credit  sheet  shows 
all  receipts,  and  charge  sheets  show  all  disbursements,  according 
to  home  office  classification.  The  disbursements  are  supported 
by  warrants  and  receipted  vouchers,  except  those  for  renewal  com¬ 
missions  which  are  retained  at  the  agency,  where  they  are  audited 
by  the  traveling  auditor.  Vouchers  for  first  year’s  commissions 
are  also  returned  to  the  agency.  All  balances  on  the  records  of 
the  agency  after  the  close  of  the  month’s  account  are  entered  on 
a  summary  sheet  and  forwarded  to  the  home  office. 

Erom  the  recapitulation  sheet  and  the  charge  sheets  a  tabula¬ 
tion  of  the  account  for  the  month  is  prepared  at  the  home  office. 
The  amounts  on  this  sheet  are  entered  in  the  “ Abstract  of  Domes¬ 
tic  Agency  Accounts.”  In  the  foreign  department  similar  rec¬ 
ords  are  kept.  Every  transaction  of  the  company,  both  domestic 
and  foreign,  is  recorded  in  an  appropriate  abstract,  each  of  which 
has  a  monthly  recapitulation.  A  “  Summary  of  Totals  ”  is  kept 

in  each  department  in  wffiich  the  monthly  recapitulations  in  each 
of  the  other  abstracts  are  entered.  The  final  results  of  the  for¬ 
eign  summary  are  entered  monthly  in  the  domestic  book  and  the 
combined  net  results  of  both  summaries  are  transferred  to  the 
“ Auxiliary  Journal  ”  and  posted  from  there  to  the  General 
Ledger. 

The  foreign  reports  differ  somewhat  in  form  from  those  used 
in  the  domestic  department.  The  “  Summary  of  Totals,”  which 
is  made  up  along  the  same  general  lines  as  the  domestic  book, 
has  some  five  or  six  accounts  which  cannot  be  checked  directly 
into  the  domestic  book.  Instead,  these  accounts  must  first  be 
carried  through  the  ledger  in  the  foreign  department.  I  see  no 
reason  why  the  reports  and  books  used  in  the  foreign  department 
should  not  be  identical  in  form  with  those  used  in  the  domestic 
department,  especially  as  the  reports  rendered  by  the  foreign  de¬ 
partment  to  the  domestic  department  must  follow  the  forms  used 
by  the  latter.  At  present  the  two  departments  appear  to  work  inde¬ 
pendently  in  regard  to  the  forms  used. 
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Cash  Booh 

The  cash  book  is  in  two  sections  —  one  for  Mondays,  Wednes* 
days  and  Fridays;  and  the  other  for  Tuesdays,  Thursdays  and 
Saturdays.  All  home  office  receipts  and  disbursements  are  re¬ 
corded  in  the  cash  book  and  are  then  transcribed  in  appropriate 
abstracts.  Payments  are  made  as  follows:  real  estate  and  bond 
and  mortgage,  by  check  on  the  warrant  of  the  real  estate  depart¬ 
ment;  policy  loans,  by  check  on  the  warrant  of  the  policy  loan 
department ;  death  claims  and  surrender  values,  by  check ;  matured 
endowments  and  dividends,  by  draft  on  the  warrant  of  the  actuary ; 
supplies,  by  check  on  the  warrant  of  the  purchasing  agent; 
annuities  by  draft ;  salaries  by  check  or  cash  on  the  warrant  of  the 
comptroller;  the  employee  signs  the  payroll  when  the  cash  is 
taken. 

The  following  is  a  statement  of  the  receipts  and  disbursements 
of  the  company  for  the  year  1911,  and  assets  and  liabilities  as 
shown  by  the  books  and  records  of  the  company  as  of  December 
31,  11911,  revised  as  herein  set  forth: 


Receipts 


Total  new  premiums  .  $8,694,432  22 

Total  renewal  premiums .  46,  348,  566  76 


Total  premium  income .  $55,042,998  98 

Consideration  for  supplementary  contracts  not  involving  life 

contingencies .  464,897  50 

Dividends  left  with  the  company  to  accumulate  at  interest. .  74,286  72 

Total  gross  interest  and  rents .  24,  344,  423  34 

Collections  or  deposits  received  for  account  of  others  not 

paid  out  .  29,384  51 

Profit  on  fire  loss  settlements .  $1  69 

Cash  over .  67  18 

Policy  fees .  2,561  33 

Premium  extension  fees .  26,080  08 

From  agents’  balances  previously  charged  off.  15,523  77 

-  44,  234  05 

Gross  profit  on  sale  or  maturity  of  ledger 
assets,  viz: 

(a)  Real  estate .  $44,822  41 

(b)  Bonds  .  28,152  36 

(c)  Stocks  .  3,921,965  60 


3,994,940  37 
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Gross  increase  by  adjustment  in  book  value 
of  ledger  assets,  viz: 

(a)  Real  estate  .  $648,226  06 

(b)  Bonds  (accrual  of  discount) .  •  279,011  85 

-  $927,237  81 


Total  receipts  . . .  $84,922,403  38 

Ledger  assets  January  1,  1911 .  552,954,502  11 

Total  . . .  $637,876,905  49 


Disbursements 

Total  paid  policyholders.... . 

Expense  of  investigation  and  settlement  of  policy  claims,  in¬ 
cluding  $57,333.51  for  legal  expense . 

Paid  for  claims  on  supplementary  contracts  not  involving 

life  contingencies . 

Dividends  and  interest  thereon,  held  on  deposit,  surrendered 

during  the  year . 

Commissions  to  agents  (less  commission  on  reinsurance) 
Compensation  of  managers  and  agents  not  paid  by  commis¬ 
sion  for  services  in  obtaining  new  business . 

Agency  supervision  and  traveling  expenses  of  supervisors 

(except  compensation  for  home  office  supervision) . 

Branch  office  expenses,  including  salaries  of  managers  and 
clerks  not  included  above . 


Medical  examiners’  fees .  $321,078  77 

Inspection  of  risks .  56.946  80 


Salaries  and  all  other  compensation  of  officers,  directors, 

trustees  and  home  office  employees . 

Rent,  including  $339,496.60  for  company’s  occupancy  of  its 
own  buildings,  less  $3,187.70  received  under  sublease . 


Advertising  .  $57,  616  28 

Printing  and  stationery .  151,904  14 

Postage,  telegraph,  telephone  and  express...  218,825  34 
Exchange . .  34,  430  66 


Legal  expense  $28,939.08;  legislative  expense  $7,662.58 . 

Furniture,  fixtures  and  safes,  including  repair  and  mainte¬ 
nance  . 

Repairs  and  expenses  (other  than  taxes)  on  real  estate. .  .  . 

Taxes  on  real  estate . 

State  taxes  on  premiums . 

Insurance  department  licenses  and  fees . 

All  other  licenses,  fees  and  taxes . 

Other  disbursements  . 


$57,052,588  83 

70,815  27 

289,366  58 

11,770  72 
3,371,702  43 

176,077  71 

760,276  40 

804,070  11 

378,  025  57 
1,311,767  58 
536,806  89 


462,776  42 
36,601  66 

53,065  68 
370,569  28 
358,060  51 
641,462  59 
31,392  74 
94,781  77 
190,985  79 
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Disbursed  from  amounts  held  for  sundry  parties .  $623,497  91 

Payments  from  deposits  on  account  of  pending  insurance. ...  18,  874  04 

Agents’  balances  charged  off .  62,519  95 

Gross  loss  on  sale  or  maturity  of  ledger  assets,  viz: 


(a)  Real  estate .  $81,494  22 

(b)  Bonds  .  14  00 

(c)  Stocks  .  22,244  88 

-  103,753  10 

Gross  decrease  by  adjustment  in  book  value 
of  ledger  assets,  viz: 

(a)  Real  estate .  $287,512  94 

(b)  Bonds  (including  $122,566.79  for 

amortization  of  premiums) .  297,566  79 

-  585,079  73 


Total  disbursements 
Balance . 


$68,  396,  689  26 
569,480,216  23 


$637,  876,905  49 


Ledger  Assets 

Book  value  of  real  estate .  $23,657,975  90 

Mortgage  loans  on  real  estate .  139,649,737  05 

Loans  made  to  policyholders  on  this  company’s  policies  as¬ 
signed  as  collateral . . .  76,  048,  489  89 


Book  value  of  bonds .  $294,733,099  59 

Book  value  of  stocks .  32,357,627  46 


-  327,090,727  05 

Cash  in  company’s  offices .  58,811  36 

Cash  in  transit,  since  received . 23,000  00 

Deposits  in  trust  companies  and  banks  not  on  interest .  259,625  14 

Deposits  in  trust  companies  and  banks  on  interest .  2,189,409  62 

Advanced  or  deposited  to  pay  claims .  397,311  74 

Agents’  balances  .  27,  326  47 

Accounts  collectible  .  40, 561  66 

Supplies  .  26,  136  60 

Cash  advanced  to  officers  and  employees  for  traveling,  etc..  11,103  75 


Total  ledger  assets  as  per  balance .  $569,480,216  23 

Non-Ledger  Assets 

Total  interest  and  rents  due  and  accrued .  6,162,660  68 

Market  value  over  book  value  of: 


Bonds  .  $1, 142,  123  45 

Stocks  .  6,620,537  54 

-  7,762,660  99 

Net  amount  of  uncollected  and  deferred  premiums .  4,073,  110  70 


Gross  assets 


$587,478,648  60 
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Deduct  Assets  Not  Admitted 

Supplies  .  $26,136  60 

Agents’  debit  balances .  27,326  47 

Cash  advanced  to  or  in  the  hands  of  officers 

or  agents  or  employees  for  traveling .  11,  103  75 

Accounts  collectible  .  40,561  66 

-  $105,  128  48 


Admitted  assets 


$587,373,520  12 


Liabilities ,  Surplus  and  Other  Funds 


Net  reserve,  paid-for  basis .  $473,242,332  00 

Present  value  of  amounts  not  yet  due  on  supplementary 

contracts  not  involving  life  contingencies .  3,095,512  55 

Liability  on  policies  cancelled  and  not  included  in  “  Net 
reserve  ”  upon  which  a  surrender  value  may  be  de¬ 
manded  .  91,728  82 

Total  policy  claims .  3,846,932  22 

Due  and  unpaid  on  supplementary  contracts  not  involving 

life  contingencies  .  4,207  58 

Dividends  left  with  the  company  to  accumulate  at  interest 

and  the  accrued  interest  thereon .  147,  550  83 

Premiums  paid  in  advance,  including  surrender  values  so 

applied .  385,  560  48 

Unearned  interest  and  rents  paid  in  advance .  1,490,324  96 

Commissions  to  agents  due  and  accrued .  30,787  96 

Salaries,  rents,  office  expenses,  bills  and  accounts  due  and 

accrued  .  28,  116  49 

Medical  examiners’  fees  $2,667.01,  and  legal  fees  $2,857.46 

due  or  accrued .  5,524  47 

Taxes  due  or  accrued .  144,371  48 

Reinsurance  premiums  due .  4,764  69 

Estimated  amount  hereafter  payable  for  federal,  state  and 
other  taxes  based  upon  the  business  of  the  year  of  this 

statement .  1,  164,  125  63 

Dividends  or  other  profits  due  policyholders,  including  those 
contingent  on  payment  of  outstanding  and  deferred 
premiums  .  794,  654  14 


Dividends  declared  on  or  apportioned  to  annual  dividend 
policies  payable  to  policyholders  during  1912,  whether 
contingent  upon  the  payment  of  renewal  premiums  or 


otherwise  .  4,543,735  69 

Dividends  declared  on  or  apportioned  to  deferred  dividend 

policies  payable  to  policyholders  during  1912 .  10,602,950  03 

Amounts  set  apart,  apportioned,  provisionally  ascertained, 
calculated,  declared  or  held  awaiting  apportionment  upon 
deferred  dividend  policies  not  included  above .  75,560,893  07 
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Fund  for  depreciation  of  securities  and  general  contin¬ 
gencies  .  $11,926,803  77 

Deposits  on  account  of  pending  insurance .  97,127  25 

Due  sundry  parties  for  collections  made  or  deposits  held 
for  their  accounts .  165,516  01 


$587,373,520  12 


Receipts  and  Disbursements 

As  stated  in  the  discussion  of  the  accounting  system,  the  vari¬ 
ous  items  of  receipts  and  disbursements  find  expression  in  an 
appropriate  abstract.  By  tracing  the  monthly  totals  in  each 
abstract,  through  the  summary  totals  to  the  ledger,  all  the  items 
in  the  annual  statement  were  substantiated.  The  correctness  of 
the  entries  in  the  abstract  was  established  during  the  examina¬ 
tion. 

Premiums 

Premiums  represent  about  sixty-five  per  cent,  of  the  total  re¬ 
ceipts  and  are  collected  largely  through  the  agencies.  The 
accounts  of  seven  agencies  were  checked  for  the  entire  year  and 
vouchers  examined. 

Interest  and  Rents 

The  gross  interest  and  rents  for  the  year  were  divided  as  fol¬ 


lows  : 

Gross  interest  on  mortgages .  $6,625,695  43 

Gross  interest  on  bonds  and  dividends  on  stocks .  12,  138,079  71 

Gross  interest  on  policy  loans .  3,677,732  29 

Gross  interest  on  bank  deposits .  136,468  52 

Gross  interest  on  deferred  premiums,  overdue  premiums 

and  interest .  138,738  48 

Gross  interest  on  real  estate  contracts .  5,623  14 

Gross  rent,  including  $339,496.60  for  company’s  occupancy 

of  its  own  buildings .  1,622,085  77 


Total .  $24,344,423  34 


The  interest  from  deferred  premiums,  overdue  premiums  and 
interest  was  not  the  gross  amount  received.  During  the  year, 
the  company  paid  interest  on  overdue  policy  claims  to  the  amount 
of  $8,552.13.  This  was  deducted  from  the  interest  received, 
although  it  is  not  a  proper  offset  to  the  amounts  which  make  up 
this  item  of  income.  The  gross  amount  has  been  stated  above 
and  the  $8,552.13  has  been  treated  as  a  disbursement. 
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The  disbursements  to  policyholders  were  as  follows : 


Death  claims  and  additions .  $22,813,573  82 

Matured  endowments  and  additions .  7,185,370  95 

Annuities  involving  life  contingencies .  2,662,966  84 

Surrender  values  paid  in  cash .  10,281,  033  45 

Surrender  values  applied  to  pay  premiums .  477,786  04 

Dividends  paid  in  cash .  9,123,707  91 

Dividends  applied  to  pay  renewal  premiums .  2,351,940  03 

Dividends  applied  to  purchase  paidup  additions  and  an¬ 
nuities  .  2,081,923  07 

Dividends  left  to  accumulate  at  interest .  74,286  72 


Total .  $57,  052,  588  83 


Reinsurance 

The  gross  premiums  paid  for  reinsurance  during  the  current 
year  should  be  deducted  from  the  premium  receipts.  Commis¬ 
sions  or  dividends  received  from  reinsuring  companies  should 
be  credited  against  disbursements  for  commissions  or  dividends. 
The  premiums  which  the  company  deducted  were  net  as  to  divi¬ 
dends  and  partly  net  and  partly  gross  as  to  commissions. 

During  1912,  these  premiums  are  entered  gross  as  to  commis¬ 
sions  but  net  as  to  dividends. 

It  has  not  been  deemed  necessary  to  change  the  company’s 
figures  but  to  call  attention  to  the  error  in  principle. 

In  connection  with  the  work  on  agents’  accounts,  several  mat¬ 
ters  came  to  the  attention  of  the  examiners  and  are  submitted 
for  your  consideration. 

In  the  Chicago  agency  the  following  agents  have  assigned  their 
renewal  commissions  to  Eugenia  E.  Hintzpeter,  wife  of  EL  C. 
Hintzpeter,  the  manager  of  one  of  the  branches :  P.  H.  Cooney, 
S.  W.  Croy,  C.  A.  Grover,  G.  W.  Gundaker,  Chas.  H.  Holm, 
McKinney  Hines,  H.  G.  Kornblith,  »T.  C.  Pompoco,  Geo.  M.  Rabb, 
D.  Schnitzer,  G.  M.  Vastine  and  C.  H.  Wasson. 

C.  E.  Joys  assigned  renewal  commissions  (2  of  12  per  cent, 
and  1  of  6  per  cent.)  on  policy  Ho.  1923149  —  Rothchilds,  and 
policy  Ho.  1923150  —  Granert,  to  Jennie  Granert,  presumably 
a  relative  of  one  of  the  insured.  Both  policies  were  payable  to 
the  firm  of  Granert  and  Rothchilds. 

The  disbursements  made  for  the  care  and  supervision  of  re¬ 
newals  to  four  agents  in  the  Pittsburgh  agency  in  the  month  of 
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January,  1911,  were  investigated.  The  amounts  paid  on  policies 
of  the  employees  in  the  Pittsburgh  office,  and  on  policies  of  the 
officers  and  directors  of  the  company,  were  also  examined.  The 
results  show  that  most  of  the  policies  are  supervised,  that  fre¬ 
quently  several  policies,  issued  on  the  same  life,  are  each  cared 
for  by  a  different  agent,  and  that,  as  a  rule,  the  agents  who  re¬ 
ceived  this  allowance  are  large  producers  of  new  business.  This 
disbursement  does  not  seem  to  he  wholly  what  its  name  implies. 
Apparently,  the  payments  are  made,  in  many  cases,  to  give  the 
agent  some  additional  compensation  as  the  policy  is  not  one  which 
should  require  looking  after. 

The  other  items  of  receipts  and  disbursements  do  not  require 
special  mention. 

Assets 
Real  Estate 

The  hook  value  of  all  real  estate  owned  by  the  company  on 
December  31,  *1911,  amounted  to  $23,657,975.90,  divided  as 


follows : 

Domestic  office  buildings .  $18,621,672  53 

Foreign  office  buildings .  3,640,900  00 

Foreclosed  property  .  1,  395,403  37 


$23,657,975  90 


The  hook  values  have  been  adjusted  from  time  to  time  upon 
the  authorization  of  the  real  estate  committee,  which  fixes  the 
values  to  he  given  in  the  annual  statement.  The  reasons  for  the 
adjustments  are  usually  given. 

Office  Buildings. —  The  company  owns  the  block,  known  as  the 
Xassau  Block,  which  is  hounded  by  Rassau,  Liberty,  William 
and  Cedar  streets,  with  the  exception  of  the  property  at  TTo.  71 
William  street.  This  parcel  is  held  under  a  forty-year  lease 
expiring  May  1,  1937.  By  the  terms  of  this  lease  the  company 
pays  the  taxes,  insurance  and  one-half  of  any  assessments  levied 
against  the  property,  in  addition  to  a  yearly  rental  of  $8,000. 
A  portion  of  the  property  is  rented  at  $3,000,  the  balance  is 
vacant.  Should  the  lease  terminate  sooner  by  the  death  of  the 
life  tenant,  the  company  has  the  option  to  purchase  the  property 
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at  an  appraised  value.  The  home  office  of  the  company  now 
comprises  the  entire  block  except  Eos.  41  and  43  Cedar  street 
and  Eos.  67  to  77  William  street. 

The  following  summary  shows  the  space  occupied  by  tenants 
and  company,  exclusive  of  hall  space. 

Space  occupied  by  tenants  for  entire  year  1911 .  267,974  square  feet 

Space  occupied  by  company  for  entire  year  1911 .  106,061  square  feet 

Space  vacant  for  entire  year .  6,813  square  feet 

Space  used  for  closets  and  toilets  (not  charged) .  1,078  square  feet 

Total  .  381,926  square  feet 

The  average  rate  per  square  foot  charged  tenants .  $2,357 

The  average  rate  per  square  foot  charged  by  the  company  for  its 

own  occupancy  .  2.421 

In  addition,  the  company  owns  several  parcels,  adjacent  to 
the  home  office  property,  which  it  does  not  occupy.  As  these  have 
been  held  for  more  than  five  years,  it  is  questionable  whether 
the  company  can  legally  continue  to  hold  the  same  without  cer¬ 
tificates  from  the  Superintendent  of  Insurance,  as  required  by 
section  20  of  the  Insurance  Law. 

Office  buildings  are  also  maintained  in  Boston,  Philadelphia, 
San  Francisco,  City  of  Mexico,  Cape  Town,  London  and  Paris. 
A  portion  of  the  London  buildings  are  on  leased  land  for  which 
the  company  pays  a  yearly  rental  of  £800.  The  lease  is  for  99 
years  and  expires  in  1997. 

Foreclosed  Real  Estate. —  The  company  owns  forty  pieces  of 
real  estate  acquired  through  foreclosure.  In  each  case  where  the 
property  has  been  held  longer  than  five  years,  a  certificate  from 
the  Superintendent  of  Insurance  is  on  file  extending  the  time  for 
sale  beyond  the  date  of  this  examination. 

Sixteen  of  the  above  parcels,  or  portions  of  them,  are  under 
contract  of  sale.  The  contract  prices  aggregate  $115,525,  of 
which  $18,047.80  has  been  paid. 

The  market,  value,  as  shown  by  department  appraisals  and 
figures  submitted  by  the  company,  exceeds  the  book  value  by 
$147,549.08.  It  has  not  been  deemed  necessary  to  change  the 
company’s  financial  statement  on  this  account. 

Insurance. —  The  company  carries  insurance  on  all  its  build- 
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ings  against  loss  by  fire.  It  also  carries  plate  glass,  general  lia¬ 
bility  and  rent  insurance.  This  insurance  is  taken  care  of  by 
Mr.  George  E.  White,  a  broker,  and  former  employee  of  the  com¬ 
pany.  Mr.  White  does  the  same  work  now  as  formerly,  but  re¬ 
ceives  no  salary  from  the  company  now. 

Management. —  All  the  company’s  property  is  under  the  con¬ 
trol  of  the  manager  of  the  real  estate  department.  In  New  York 
City  rents  are  payable  to  the  cashier  at  the  home  office.  The  rent 
bills  are  sent  by  the  real  estate  department  to  the  tenants  who  pay 
to  the  cashier.  The  cashier  sends  a  slip  daily  to  the  real  estate 
department  showing  the  collections  made.  An  exception  is  made 
with  the  property  at  96th  street  and  Madison  avenue,  which  is 
in  charge  of  a  real  estate  agent  who  attends  to  the  renting  and 
receives  5  per  cent,  of  the  collections. 

The  management  of  the  company’s  foreign  buildings  has  been 
delegated  to  the  superintendent  of  foreign  agencies.  Under  his 
direction  the  buildings  in  Cape  Town,  Sydney,  London  and 
Mexico  are  in  the  immediate  charge  of  the  company’s  general 
insurance  managers,  respectively,  while  the  Paris  buildings  are 
locally  managed  by  a  real  estate  man  who  renders  his  accounts 
quarterly. 

Deposits  on  account  of  rent. —  Among  the  company’s  liabili¬ 
ties  on  December  31,  1911,  were  deposits  on  account  of  rent  of 
$4,000  on  domestic  and  $34,730.34  on  foreign  buildings.  These 
are  deposits  required  of  tenants  for  the  faithful  carrying  out  of 
their  part  of  the  lease.  These  deposits,  which  are  in  cash,  are 
held  and  applied  to  last  payments  due  by  the  terms  of  the  lease, 
but  are  forfeited  should  the  lease  be  broken.  No  interest  is  al¬ 
lowed  on  these  deposits. 

On  December  14,  1910,  the  real  estate  committee  authorized 
the  sale  of  the  property  at  146  Boardway  to  Arthur  J.  Baldwin  on 
the  following  terms:  $300,000  cash  and  a  purchase  money  mort¬ 
gage  of  $1,650,000  at  4%  per  cent,  for  five  years. 

On  May  101,  1911,  the  president  reported  that  he  had  con¬ 
tracted  for  the  sale  of  this  property  to  the  Guaranty  Trust  Com¬ 
pany  for  $1,950,000  cash.  A  copy  of  this  contract  which  is 
dated  May  3,  1911,  is  filed  with  these  papers. 


Reports  on  Official  Examination 


695 


In  order  to  give  possession,  it  was  necessary  to  cancel  the  exist¬ 
ing  leases  with  their  tenants.  This  was  accomplished  by  paying 
the  amounts  shown  in  the  following  table: 


tenant 

Lease  from 

Time  to  run 

Annual 

rent 

Bonus  to 
vacate 

Date 

cancelled 

Weber  &  Heilbronner  .... 

5/1/09  to  5/1/19 

Yr.  Mo.  Da. 
7  8  26 

$12,000 

$7,000 

8/14/11 

D.  A.  Schulte . 

5/1/09  to  5/1/19 

7  8  26 

12,000 

7,000 

8/  5/11 

U.  S.  Award  and  Assess¬ 
ment  Co . 

5/1/07  to  5/1/12 

0  11  0 

3,560 

85 

6/  1/11 

Isabel  Walsh . 

5/1/11  to  5/1/12 

0  11  0 

35a 

50 

6/  1/11 

Douglas  Robinson,  Charles 
S.  Brown  Co . 

5/1/07  to  5/1/12 

0  9  16 

10,000 

9,500 

7/16/11 

In  the  first  three  cases,  the  leases  provided  for  liquidated  dam¬ 
ages  in  the  amounts  paid.  Isabel  Walsh’s  lease  did  not  provide 
for  any  damages  but  she  was  paid  for  expenses  incurred  for  which 
she  submitted  a  bill.  The  lease  of  Douglas  Robinson,  Chas.  S. 
Brown  &  Co.  had  a  provision  for  the  cancellation,  by  either  party, 
on  any  May  1st,  by  giving  notice  ninety  days  prior  to  May  1st  but 
no  liquidated  damages  were  mentioned.  The  company  being 
unable  to  give  the  required  notice  of  cancellation,  was  required  to 
pay  $7,000  and  a  further  payment  of  $2,500  to  make  good  an 
amount  paid  to  a  sub-tenant. 

Mr.  Brown  voluntarily  returns  to  the  company  his  proportion 
of  the  $8,000  salary  paid  Douglas  Robinson,  Chas.  S.  Brown  & 
Co.,  as  appraisers  for  the  company,  although  he  is  not  required  to 
do  so  bv  law. 

Mortgage  Loans 

On  December  31,  1911,  the  company  had  outstanding  real 
estate  loans  of  $139,649,737.05.  This  amount  was  covered  by 
2,688  loans,  thereby  making  the  average  loan  $51,953.03. 

When  an  application  for  a  loan  is  received  by  the  company, 
and  before  it  is  submitted  to  the  real  estate  committee  for  action, 
an  appraisal  of  the  property  is  made  by  the  company’s  appraisers. 
If  the  appraiser  receives  a  regular  salary,  no  fee  is  charged  the 
borrower,  but  if  the  appraiser  is  paid  by  a  fee,  such  fee,  where 
the  loan  is  granted,  is  paid  by  the  borrower. 

Titles  of  all  properties  mortgaged  to  the  company  are  passed 
on  by  the  law  department.  The  company  has  a  regular  schedule 
of  fees,  charged  for  the  examination  of  titles,  which  fees  are 
based  on  the  amount  of  loan. 


696 


Reports  on  Official  Examination 


Payments  are  made  direct  to  borrowers,  or  their  authorized 
agents,  for  the  full  amount  of  loans  less  the  scheduled  fees. 

All  the  bonds  and  mortgages  were  examined,  particular  atten¬ 
tion  being  given  to  see  that  they  had  been  recorded  and  that  the 
description  of  the  property,  amount  of  loan,  rate  of  interest,  etc. 
had  been  correctly  entered  in  the  bond  and  mortgage  ledgers  and 
correctly  reported  in  the  annual  statement.  The  applications 
were  also  examined  and  from  these  the  original  value  of  the  prop¬ 
erty,  as  well  as  changes  in  value,  due  to  subsequent  appraisals, 
were  determined.  All  extension  agreements  were  checked.  Fire 
insurance  policies  were  examined  to  see  that  the  amount  of  insur¬ 
ance  reported  was  correct,  that  the  policies  covered  the  mort¬ 
gaged  premises,  and  that  the  company  was  fully  protected 
against  loss.  Several  errors  were  found  between  the  amounts 
reported  and  the  amounts  actually  carried,  but  in  each  case  the 
company  seemed  to  be  amply  protected.  In  several  instances  the 
insurance  was  found  to  greatlv  exceed  the  amount  of  the  loan. 
At  least  ten  thousand  policies  are  on  file  in  the  company’s  vaults. 
All  details  are  in  charge  of  Mr.  George  F.  White  as  was  the  case 
with  the  insurance  on  real  estate  owned.  Attention  is  called  to 
the  contracts  this  company  has  with  several  fire  insurance  com¬ 
panies.  There  are  two  forms  of  these  contracts ;  the  old  form 
contains  all  the  provisions  of  the  mortgagee  clause,  while  the  new 
form  states  “  loss  or  damage,  if  any,  shall  be  payable  to  the  Mu¬ 
tual  Life  Insurance  Company  of  Hew  York,  as  mortgagee,  as 
interest  may  appear,  without  deduction  by  reason  of  the  provision 
of  any  average,  co-insurance,  or  percentage  clause  contained  in 
the  policy,  etc.” 

The  company  still  has  some  participating  mortgages  although 
the  number  of  loans  of  this  kind  has  been  considerably  reduced 
since  the  last  examination.  As  fast  as  these  loans  mature,  pay¬ 
ment  of  the  participating  interest  is  requested  by  the  company. 

The  company  has  purchased  a  number  of  guaranteed  loans, 
where  the  guarantor  receives  one-half  of  1  per  cent,  annually. 
In  some  cases  the  company  collects  the  full  amount  of  interest 
from  the  borrower  and  remits  to  the  guarantor  the  amount  due. 

Whenever  a  mortgagor  desires  to  pay  the  principal  before  ma¬ 
turity  a  bonus  is  charged.  The  usual  rule  is  to  charge  the  mort¬ 
gagor  for  the  unexpired  time,  the  difference  between  4  per  cent. 
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and  the  rate  paid.  Where  the  difference  is  small,  or  the  loan  has 
only  a  few  months  to  rim,  the  company  usually  demands  interest 
in  full  to  maturity.  During  1911  the  bonuses  amounted  to 
$14,582.98  and  were  reported  as  interest  received.  Interest  re¬ 
ceived,  including  bonuses,  was  verified  and  the  unearned  portion 
computed.  The  accrued  interest  to  December  31,  1911,  was  also 
computed  on  each  loan.  The  average  rate  of  interest  during  1911 
was  4.742  per  cent. 

Whenever  purchase  money  mortgages  have  been  taken  for  real 
estate  sold  it  was  found  that  the  company  had  received  substan¬ 
tial  payments. 

Eorty-one  mortgages  were  found  to  be  in  excess  of  two-thirds 
of  the  appraised  value  of  the  property.  The  excess  amounted  to 
$621,737.51.  All  such  loans  are  reduced  when  mortgage  ex¬ 
pires.  In  this  connection  it  may  be  stated  that  it  is  a  rule  of  the 
company  to  have  the  various  pieces  of  property  examined  and,  in 
some  cases,  every  year.  If  the  property  shows  a  depreciation  the 
company  usually  declines  to  renew  the  loan  for  a  definite  period, 
but  requires  the  mortgagor  to  accept  an  open  loan  and  make  pay¬ 
ments  on  account  of  principal  at  each  interest  date  until  the  com¬ 
pany  is  satisfied  that  the  loan  is  a  safe  one. 

The  applications  for  loans  made  since  the  last  examination 
were  compared  with  the  minutes  of  the  real  estate  committee  to 
see  that  the  loans  had  been  properly  authorized,  and  that  the 
amount  of  the  loan  and  the  rate  of  interest  agreed.  Ro  errors 
were  found.  From  an  examination  of  the  correspondence  at¬ 
tached  to  the  applications  it  is  evident  that  reasonable  care  was 
taken  before  authorizing  a  loan.  In  many  instances  the  applica¬ 
tions  are  referred  to  the  president  of  the  company  with  power  to 
act,  and  in  these  cases,  if  approved,  the  applications  carry  the  ini¬ 
tials  of  the  president. 

Policy  Loans 

There  were  in  force  on  December  31,  1911,  about  one  hundred 
and  five  thousand  loans  secured  by  assignment  of  the  company’s 
policies.  The  loans  and  loan  cards  are  kept  in  twelve  sections, 
each  of  which  is  balanced  separately  with  the  company’s  books  at 
the  end  of  the  year.  As  it  would  have  been  impossible  in  the 
time  allowed  for  the  examination  to  make  a  complete  audit,  it 
was  decided  to  check  two  sections  of  the  domestic  loans  and  all 
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the  loans  in  the  Paris  and  Stockholm  agencies  of  the  foreign  loans. 
These  sections  approximated  twenty-five  thousand  loans. 

Special  cards  giving  loan  number,  policy  number,  and  amount 
of  loan  were  prepared  from  the  company’s  loan  cards.  These 
were  first  checked  against  the  adding  machine  tapes  used  in  bal¬ 
ancing  the  corresponding  sections  on  December  31,  1911,  and 
found  to  agree. 

They  were  next  compared  with  the  loan  envelopes  and  those 
loans  which  were  found  in  force  were  checked.  Those  which 
had  been  repaid  since  December  31  were  marked  to  show  mode 
of  repayment.  The  repaid  loans,  as  well  as  the  totals  of  the  sec¬ 
tions  examined  were  traced  to  the  policy  loan  abstracts  and  the 
general  ledger. 

Interest  at  the  rate  of  5  per  cent,  per  annum  is  collected  in 
advance  on  loans  made  upon  polices  issued  prior  to  1907,  and  at 
maturity  for  loans  made  on  subsequent  issues.  Interest  calcula¬ 
tions  were  thoroughly  tested  and  loan  notes  were  examined  as  to 
sufficiency  of  signatures.  Premiums,  not  yet  due,  which  are  de¬ 
ducted  from  loans  are  taken  at  their  discounted  value. 

The  records  in  the  loan  department  are  well  kept  and  are  bal¬ 
anced  monthly  with  the  auditor.  Loans  in  force,  interest  re¬ 
ceived  during  the  year,  interest  paid  in  advance  and  interest 
accrued  are  correctly  reported  in  the  annual  statement.  ISTo  loan 
is  made  in  excess  of  the  cash  value  of  the  policy  at  the  maturity 
of  the  loan. 

An  analysis  of  the  loan  figures  for  the  year  shows : 


Loans  outstanding  December  31,  1910 

Loans  made  in  1911 . 

Loans  cancelled  in  1911: 


By  cash  .  $3,064,625  26 

By  new  loans .  17,974,631  56 

By  death  claims .  1,312,966  32 

By  matured  endowments.  1,  782,  032  69 

By  surrenders  .  5,  352,  420  62 

By  dividends .  80,776  76 

By  annuities .  3,352  30 

By  nonacceptance .  72,856  43 


$34,738,616  28 


23.643,661  94 


$70,953,535  55 


Net  increase  in  1911 .  5,094,954  34 

Loans  outstanding  Dec.  31,  1911 .  $76,048,489  89 
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These  loans  are  divided  as  follows : 


Domestic  Foreign 

Interest  prepaid  .  $65,  415,  225  57  $8,  640,  840  63 

Interest  deferred  .  951,627  53  1,040,796  16 


$66,366,853  10  $9,681,636  79 

- - $76,048,489  89 


In  order  to  establish  the  fact  that  the  policies  held  for  loans 
were  in  force,  the  twenty-five  thousand  cards  were  compared  with 
the  applications  from  which  the  age,  kind  of  policy  and  amount 
of  insurance  were  added  to  the  cards.  Ten  applications  were 
not  in  the  files  and  could  not  be  located.  A  further  check  was 
made  against  the  auditors’  premium  cards  and  the  actuary’s  rec¬ 
ords  to  determine  whether  the  policy  had  been  issued  as  applied 
for,  that  premiums  were  being  collected,  except  on  those  already 
paid  up,  and  that  the  proper  reserve  was  carried. 

All  the  premium  cards,  except  those  for  paid  up  policies  prior 
to  1901,  were  found.  These  show  that  the  policies  were  issued 
as  applied  for,  and  that  premiums  are  being  collected  in  accord¬ 
ance  with  the  terms  of  the  policy,  as  originally  issued,  or  as  sub¬ 
sequently  changed  at  the  request  of  the  insured.  Several  cards 
had  the  amount  of  insurance  incorrectlv  stated  and  on  one  card 
no  amount  of  insurance  had  ever  been  entered.  These  errors 
were  corrected  as  found. 

In  referring  to  the  registrar’s  records  to  verify  changes  it  was 
found  that  no  changes,  other  than  those  endorsed  on  the  policy, 
are  recorded.  It  would  seem  that  all  changes  should  be  recorded 
whether  endorsed  on  the  policy  or  not. 

From  the  actuarv’s  records  it  was  found  that  the  correct  re- 

€/ 

serves  were  carried  for  all  policies  with  the  following  exceptions. 
Twenty  policies,  which  had  become  automatically  paid  up,  were 
afterward  reinstated  as  premium  paying  and  loans  made  on  them 
at  subsequent  dates.  The  auditor  was  collecting  premiums  on  all 
of  them  for  the  original  amounts  but  in  some  way  the  reinstate¬ 
ments  had  not  been  recorded  in  the  actuary’s  books.  As  a  result, 
the  reserve  carried  was  on  the  basis  of  paid-up  insurance  when  it 
should  have  been  on  a  premium  paying  basis.  The  records  have 
been  corrected  and  results  in  an  increase  in  reserve,  as  of  Decem¬ 
ber  31,  .1911,  of  $4,001. 
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Owing  to  these  errors,  a  further  test  of  paid-up  policies  was 
made.  Five  hundred  cases  were  listed  from  the  actuary’s  valua¬ 
tion  books  and  compared  with  the  auditor’s  records.  Three  of 
the  policies  were  found  to  be  premium  paying  and  two  had  been 
surrendered  in  1908,  resulting  in  a  net  decrease  in  reserve  of 
$123. 

Bonds  and  Stocks 

An  examination  and  count  of  all  bonds  and  stocks  owned  by 
and  in  the  possession  of  the  company  was  made  during  the  week 
of  April  19,  1912,  and  the  par  value  of  such  bonds  and  stocks, 
as  reported  in  the  annual  statement  for  the  year  ended  December 
31,  1911,  was  verified. 

The  interest  due  and  accrued  on  bonds  was  checked,  as  well 
as  the  total  interest  received  during  the  year.  The  amounts  re¬ 
ported  by  the  company  were  found  to  be  correct. 

A  large  discrepancy  was  noted  in  the  amount  of  interest  ac¬ 
crued  for  the  year  ended  December  31,  1911,  and  that  reported 
for  the  year  ended  December  31,  1910.  Upon  investigation  it 
was  found  that  prior  to  December  31,  1911,  it  had  been  the  prac¬ 
tice  of  the  company  to  deposit  coupons  becoming  due  on  J anuary 
1,  before  the  end  of  the  year  and  the  bank  credited  them  as  de¬ 
posits.  This  year,  however,  the  coupons  were  not  deposited  with 
the  bank  until  the  new  year. 

In  reading  the  minutes  of  the  finance  committee,  it  was  noted 
that  it  has  been  the  practice  of  the  company  to  credit  to  the 
account  of  certain  securities  all  or  portions  of  extra  dividends  and 
receipts  from  sales  of  rights. 

The  authority  for  the  reduction  of  the  cost  of  these  securities  in 
the  manner  stated  above  was  given  by  various  resolutions  of  the 
finance  committee. 

Where  a  portion  only  of  receipts  on  account  of  dividends  and 
sales  of  rights  was  used  to  reduce  the  cost  of  securities,  the 
balance  of  the  total  amount  received  was  credited  to  profit  and 
loss. 

Cash  in  Company's  Offices 

On  April  30,  1912,  the  cash  in  the  home  office  was  counted 
and  a  reconciliation  prepared  to  verify  the  cash  on  hand  De¬ 
cember  31,  1911. 
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The  amount  of  cash  in  the  company’s  offices  as  reported  by  the 
company  was  $58,811.36.  Of  this  amount,  $2,169.56  was  cash 
in  the  home  office  and  the  balance,  $56,641.80,  cash  in  foreign 
and  domestic  branch  offices. 

Cash  in  Transit  Since  Received 
This  item  represents  the  amount  of  drafts  that  had  been  pur¬ 
chased  at  various  branch  office  banks  and  sent  to  the  home  office. 

Deposits  in  Trust  Companies  and  Banks 

The  amounts  on  deposit  with  the  Bank  of  Montreal  and  the 

several  city  banks  and  trust  companies  were  reconciled  with  the 

balances  as  shown  bv  the  records  at  the  home  office. 
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To  facilitate  the  work  of  the  examiners  in  verifying  the  bal¬ 
ances  in  other  domestic  banks,  the  company  secured  reports  from 
the  agency  managers  showing  the  cash  on  hand  at  the  agency, 
together  with  the  bank  balances  as  shown  by  the  agency  records 
at  the  end  of  the  year  1911.  A  statement  signed  by  an  official 
of  each  bank  as  to  the  amount  on  deposit  to  the  credit  of  the  com¬ 
pany  as  of  that  date  was  also  furnished.  The  report  of  the 
agency  manager  showed  a  reconciliation  of  the  agency  records 
with  the  balance  shown  by  the  bank. 

For  departmental  records,  and  as  a  further  means  of  verifi¬ 
cation,  official  certificates  from  the  different  banks  and  trust  com¬ 
panies  were  requested.  These  certificates  were  to  show  the 
amount  on  deposit  in  such  institutions  at  the  close  of  business 
December  31,  1911.  Mearly  all  domestic  banks  and  trust  com¬ 
panies  complied  with  the  request  of  the  department  and  the  bal¬ 
ances  shown  by  such  certificates  were  reconciled  with  the  amounts 
reported  by  the  company  with  three  exceptions.  In  these  three 
cases  additional  information  has  been  requested.  A  few  foreign 
banks  refused  to  comply  with  the  request  of  the  department  in 
regard  to  the  balances  on  deposit  to  the  credit  of  the  company. 

The  company  has  expressed  considerable  dissatisfaction  in  re¬ 
lation  to.  the  department’s  request  for  information  in  connection 
with  their  bank  balances  and  takes  the  position  that  the  banks 
have  no  right  to  disclose  such  information  without  the  consent  of 
the  company. 
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Amounts  Advanced  or  Deposited  to  Pay  Policy  Claims 

This  item  arises  in  connection  with  the  payment  of  claims  in 
foreign  countries.  Over  70  per  cent,  of  this  item  represents  the 
remittances  made  during  December  to  foreign  agencies  for  the 
payment  of  claims.  Over  14  per  cent,  consists  of  cash  deposited 
in  various  courts  pending  the  settlement  of  actions.  The  balance 
is  made  up  of  amounts  held  in  suspense  on  account  of  unsatis¬ 
factory  vouchers.  While  these  amounts  have  been  paid  by  the 
agencies,  this  item  is  charged  therewith  until  the  vouchers  have 
been  approved  and  accepted  by  the  home  office. 

An  analysis  of  this  item  was  made  and  it  is  believed  that  the 
amount  thereof  is  correctly  reported. 

Cash  Advanced  to  Officers  and  Employees  for  Traveling ,  Etc. 

The  larger  portion  of  this  item  represents  cash  advanced  to  in¬ 
spectors  for  the  bureau  of  revision  for  traveling  expenses.  The 
balance  consists  of  working  funds  in  the  correspondence,  foreign, 
law,  revision  and  supply  departments. 

Due  and  Uncollected  Premiums 

Receipts  for  renewal  premiums,  before  being  sent  to  the 
agencies,  are  entered  in  invoice  hooks  which  are  hound  monthly, 
each  agency  being  kept  separate.  These  books  are  totaled  by 
classes  and  the  agents  are  charged,  in  an  agency  ledger,  with 
amount  of  the  premiums.  All  payments  reported  by  the  agents, 
as  well  as  the  changes  and  lapses,  are  credited  so  that  the  balance 
of  the  ledger  should  agree  with  the  open  items  in  the  invoice 
books.  As  policies  not  paid  for  within  sixty  days  are  lapsed, 
unless  an  extension  has  been  granted,  the  uncollected  premiums 
would  be  represented  by  the  November  and  December  balances 
plus  any  premiums  extended  beyond  December  31.  First  year 
premiums  were  listed  from  the  premium  cards.  A  test  of  the 
work  shows  that  the  results  are  substantially  correct. 

Reinsurance 

From  the  due  and  unreported  premiums,  the  company  de¬ 
ducted  $26,634.45  representing  reinsurance  premiums  due  to 
other  companies;  $4,764.69  of  this  sum  was  for  reinsurance  of 
policies  on  which  the  company  had  already  received  the  premiums. 
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This  amount  should  not  have  been  deducted  from  the  uncollected 
premiums,,  hut  should  have  been  carried  as  an  unpaid  liability 
account,  and  it  has  been  so  treated  in  this  report. 

Deferred  Premiums 

In  the  domestic  department,  this  item  was  made  up  by  listing 
all  such  premiums  from  the  invoice  books  before  mentioned. 
Beginning  with  the  July  entries,  a  notation  is  made  opposite 
each  quarterly  and  semi-annual  premium,  showing  which  in¬ 
stalment  is  due.  At  the  end  of  the  year  all  such  premiums  show¬ 
ing  one  or  more  installments  due  after  December  31,  are  listed. 
To  test  the  accuracy  of  this  work,  cards  were  written  for  each 
premium  listed  for  two  large  agencies,  and  these  premiums  were 
traced  to  the  invoice  books  where  the  policy  number  and  anni¬ 
versary  of  the  policy  were  added.  Each  card  was  then  compared 
with  the  premium  card.  The  totals  of  the  two  lists  were  traced 
to  the  recapitulation  sheets  and  the  totals  of  the  recapitulation 
sheets  were  then  traced  to  the  journal,  ledger  and  annual  state¬ 
ment.  Numerous  errors  were  found  which  indicate  an  over¬ 
statement  of  4  per  cent.,  amounting  to  $75,632.45  gross  and 
$55,968.01  net. 

In  the  foreign  department,  these  premiums  were  listed  from 
the  premium  cards  with  more  accurate  results. 

Installments  due  in  the  succeeding  year  but  paid  in  the  current 
year  are  not  included.  Ordinarily  such  premiums  are  included 
among  the  deferred  premiums  and  a  corresponding  liability  set 
up  for  premiums  paid  in  advance.  The  company  claims  that 
this  method  creates  a  fictitious  asset  and  a  corresponding  fictitious 
liability. 

Liabilities 

Deserves 

The  net  policy  reserve  of  this  company  on  December  31,  1911, 
was  $473,242,332.  This  reserve  was  based  on  the  American 
Experience  Tables  of  Mortality  at  3%  per  cent,  on  policies  issued 
prior  to  January  1,  1907,  and  at  3  per  cent,  on  policies  issued 
after  December  31,  1906,  with  the  exception  of  annuities. 
Annuities  are  based  on  McClintock’s  Annuity  Table  at  31/2  per 
cent,  on  annuities  issued  prior  to  January  1,  1907,  and  at  3  per 
cent,  on  annuities  issued  after  December  31,  1906. 
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To  verify  the  correctness  of  these  reserves,  it  was  necessary 
first,  to  become  familiar  with  the  method  followed  by  the  com¬ 
pany  in  handling  its  reserves,  and  second,  to  make  an  exhaustive 
test  of  the  accuracy  of  the  actuary's  records. 

The  work  performed  by  the  examiners  consisted  of  an  investi¬ 
gation  of: 

1.  Method  of  grouping  and  reporting  policies  in  force. 

2.  Allotment  of  dividends  at  end  of  deferred  periods. 

3.  Method  of  recording  changes  of  all  descriptions,  together  with  a  check  of: 

1.  Accuracy  of  dividend  changes. 

2.  Accuracy  of  recording  the  amount  of  contingent  additions,  deferred  an¬ 
nuities,  and  deferred  contingent  additions. 

3.  Accuracy  of  the  reserve  factors  and  the  extension  of  the  amount  as  ap¬ 
plied  against  the  various  ages. 

4.  Accuracy  of  the  excess  reserve  required  to  be  carried  on  the  1899  form 
policies  and  tropical  and  subtropical  contracts. 

5.  Correctness  of  “  balance  sheet  ”  totals. 

6.  Correctness  of  “  summation  sheets  ”  showing  the  total  reserve  as  reported 
to  the  Insurance  Department. 

7.  Two  years  issues  of  annuities  and  the  method  of  grouping  for  reserve 
purposes. 

8.  Correctness  of  all  deductions  from  the  reserve  on  account  of  policies  not 
yet  in  force. 

The  latter  check  was  necessary  for  the  reason  that  the  company 
values  all  its  policies  on  a  written  basis.  Consequently  deduc¬ 
tions  are  made  from  the  reserves  at  the  end  of  the  year  on  ac¬ 
count  of  certain  policies  on  which  premiums  had  not  yet  been 
received. 

The  result  of  these  investigations  and  checks  satisfied  the  ex¬ 
aminers  that  the  company’s  method  of  accounting  for  its  reserves 
is  very  thorough  and  remarkably  accurate.  Very  few  errors  were 
found  and  these,  when  brought  to  the  attention  of  the  company, 

were  immediatelv  rectified.  The  total  amount  of  the  reserves  on 

€/ 

contracts  in  force  on  December  31,  1911,  is  correct. 

Present  Value  of  Amounts  not  yet  Due  on  Supplementary  Con¬ 
tracts  not  Involving  Life  C ontingencies 

These  contracts  are  entered  in  the  ledger  at  the  present  or 
commuted  value  of  the  future  payments.  Installments  paid  are 
charged,  and  the  interest  is  accrued  and  entered  monthly  on  the 
outstanding  balances.  In  this  way  the  present  value  is  shown  at 
the  end  of  each  month. 
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Liability  on  Policies  Cancelled  and  not  Included  in  the  “Net 
Reserve  ”  Upon  Which  a  Surrender  Value  May  be  Demanded 

An  investigation  into  the  nature  of  the  liability  under  this 
heading  was  made  and  it  was  found  that  the  total  consists  of  the 


following : 

Unclaimed  equities  under  surrendered  policies .  $37,203  82 

Unpaid  surrendered  policies .  54,  525  00 

Total .  $91,728  82 


The  unclaimed  equities  under  surrendered  policies  arise  from 
surrenders  on  account  of  the  non-payment  of  policy  loans.  Con¬ 
tinued  effort  is  made  by  the  company  to  pav  to  the  insured  anv 
equity  that  remains  in  the  policy  after  foreclosure  on  account  of 
such  non-payment.  In  cases  where  the  insured  cannot  be  located, 
this  liability  is  set  up  and  maintained  by  the  company  imtil  pay¬ 
ment  has  finally  been  made. 

The  liability  on  account  of  unpaid  surrendered  policies  con¬ 
sists  of  cases  where  all  papers  have  been  completed  in  connection 
with  the  surrender  of  policies  in  foreign  countries  and  no  report 
has  been  received  at  the  home  office  as  to  the  final  payment. 

A  detailed  account  of  unclaimed  equities  under  surrendered 
policies  is  kept  in  a  special  ledger. 

From  the  investigation  of  the  method  followed  by  the  com- 
pany  in  accounting  for  these  items  and  the  checks  employed  by 
the  examiners  in  verifying  the  amount  thereof,  the  liability  re¬ 
ported  by  the  company  under  this  heading  is  believed  to  be 
correct. 

Policy  Claims 

This  matter  is  discussed  elsewhere  in  this  report. 

Dividends  Left  With  the  Company  to  Accumulate  at  Interest 

and  the  Accrued.  Interest  Thereon 

The  amount  of  dividends  and  interest  on  deposit  with  the  com¬ 
pany  on  December  31,  1911,  was  $143,936.07  and  the  accrued 
interest  was  $3,614.76. 

23 
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An  investigation  into  the  method  of  handling  the  items  enter¬ 
ing  into  this  account  was  made  and  it  was  found  that  a  verifica¬ 
tion  of  the  amount  of  dividends  on  deposit  with  the  company 
was  impracticable  without  the  expenditure  of  considerable  time 
and  labor. 

It  would  seem  that,  for  the  purpose  of  an  examination,  the 
details  of  these  deposits  should  be  kept  so  that  at  least  a  test 
check  might  be  made. 

Deposits  on  Account  of  Pending  Insurance 

This  liability  of  the  company  consists  of  certain  premiums 
held  in  suspense  on  account  of  changes,  restorations,  or  medical 
or  other  requirements.  It  is  put  on  the  books  of  the  company 
by  journal  entries,  the  details  of  which  were  examined  and  the 
total  found  to  be  correct  as  reported. 

Due  Sundry  Parties  for  Collections  Made  or  Deposits  Held  for 

Their  Account 

This  item  of  liabilities  consists  of  unclaimed,  suspense  and 
miscellaneous  unsettled  accounts.  An  analysis  of  the  amount  was 
made  and  found  correct. 

Outstanding  Bills 

The  company  kept  its  books  open  until  January  10,  1912,  and 
accrued  all  bills  presented  to  that  date.  By  examining  the 
vouchers  paid  in  January  and  February  of  1912,  the  following 
items  were  found  for  which  no  provision  was  made  in  the  annual 


statement : 

Inspectors’  traveling  expenses  during  December .  $342  30 

Refund  of  premiums  received  in  error  in  1911  on  terminated 

policies . .  1 , 262  00 

Settlement  of  policy  suits  —  decisions  in  1911 .  235  50 

Real  estate  expense  —  repairs,  coal,  etc.: 

On  out-of-town  buildings .  5,821  04 

On  home  office  buildings .  6.448  63 

Legal  fees  incurred  in  1911 .  1.880  48 

Medical  fees  for  examinations  in  Xcv.  and  Dec .  829  00 

Advertising  to  December  31,  1911 .  500  00 


Total .  $17,318  95 


These  items  have  been  added  to  the  company’s  figures. 
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Premiums  Paid  in  Advance 

As  the  premiums  paid  in  advance  are  reported  by  the  agencies 
during  the  year,  they  are  listed  on  loose-leaf  sheets  under  the 
year  for  which  the  payment  is  made.  At  the  end  of  the  year  a 
recapitulation,  by  agencies,  is  compiled  and  the  grand  total  is 
entered  in  the  journal  and  the  ledger.  At  the  same  time  the  ledger 
balance  is  adjusted  by  a  contra  entry  deducting  premiums  paid  in 
prior  years  and  earned  in  the  current  year.  While  checking  the 
deferred  premiums,  those  paid  in  advance  were  also  checked.  No 
errors  of  importance  were  found. 

Vouchers 

The  expense  vouchers  for  the  year  1911  were  examined  and  the 
months  of  January,  April  and  December  were  checked  into  the 
Voucher  Abstract  to  note  allocation.  The  vouchers  are  kept  in 
books,  a  series  of  a  thousand  numbers  being  assigned  to  each 
month  beginning  with  1,000  for  the  first  month,  2,000  for  the 
second,  etc.  All  the  vouchers  were  on  file,  were  proper  expendi¬ 
tures,  were  approved  by  the  proper  officers  and  in  case  of  pay¬ 
ments  of  special  kind  were  approved  by  the  proper  committee  of 
the  board  of  trustees,  and  were  correctly  allocated  in  the  abstract. 

Voucher  No.  2041. —  To  compensation  of  F.  D.  Hollister  as 
inspector  of  the  Battery  Park  Building  during  construction  of 
same  and  where  this  company  made  several  payments  under  our 
loan  number  20375.  See  authority  of  Real  Estate  Committee 
February  1,  1911  —  $937.50. 

The  major  portion  of  the  traveling  expense  vouchers  are 
itemized,  hut  several,  notably  those  of  officers  and  managers  of 
agencies,  are  made  out  for  lump  sums.  This  is  improper. 

Investment  vouchers. —  The  vouchers  for  investment  are  entered 
in  a  separate  abstract  and  are  numbered  with  a  cipher  prefix. 
All  the  vouchers  for  the  year  were  found  and  wTere  properly 
executed  with  the  exception  of  mortgage  loan  vouchers  which  were 
unsigned.  The  checks  for  these  vouchers  were  compared  with  the 
vouchers  as  to  indorsements,  etc.,  and  were  found  to  be  correct. 

Legal  expenses. —  The  legal  expenses  as  shown  in  Schedule  “  J  ” 
were  checked  at  the  time  the  vouchers  were  examined  and  were 
found  to  be  correct,  except  that  a  few  additional  items  should 
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have  been  given  in  Schedule  “  J.’’  The  following  would  seem  to 
be  a  proper  charge  to  this  schedule: 

No.  7168. —  To  costs  in  suits  against  various  agents  in  Guthrie. 


Total  debit .  $431  05 

Less  notes  collected .  194  00 

Balance .  $237  05 


This  item  was  charged  to  Supplies  and  Expense,  and  represents 
notes  from  one  to  four  years  old  given  by  agents  and  on  which  the 
company  had  served  summons  on  the  agents  in  suits.  The  debit 
is  the  cost  of  serving  the  summons  and  filing  the  complaints.  It 
would  seem  that  this  item  should  be  included  in  the  schedule. 

In  the  foreign  agencies  counsel  are  retained  with  a  yearly 
salary  and  one-half  of  such  salary  is  charged  to  settlement  of 
policy  claims  and  one-half  to  general  legal  matters. 

General  legislative  matters  are  looked  after  by  the  Association 
of  Life  Insurance  Presidents  and  each  year  that  body  submits  a 
schedule  of  each  company’s  proportion  of  expense  in  reference  to 
such  items.  This  schedule  comprises  the  larger  part  of  Schedule 
“K.” 

Schedule  Q 

The  company’s  method  of  computing  its  margins  on  first  year 
business  is  briefly  stated  as  follows : 

When  a  new  policy  is  issued,  a  premium  card  is  written  which 
gives,  in  addition  to  a  description  of  the  policy,  the  gross  premium 
on  the  basis  of  payment  selected,  the  net  premium  annual,  semi¬ 
annual,  and  quarterly,  the  annual  loading  3%  per  cent.  American 
Experience,  and  the  assumed  mortality  gains  for  the  first  five 
years  of  insurance  as  ascertained  by  the  select  and  ultimate 
method  of  valuation. 

After  the  reports  of  premium  collections  have  been  received 
from  the  agencies  and  audited  by  the  accounting  department,  the 
loading  and  mortality  gains,  as  shown  by  the  premium  cards,  are 
entered  opposite  each  policy.  These  figures  are  then  totaled  using 
one-half  of  the  annual  loading  for  semi-annual  premiums  and  one- 
fourth  for  quarterly  premiums.  The  mortality  gains  are  entered 
when  an  annual  premium  or  the  first  installment  is  paid.  Each 
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month  the  loading  and  mortality  gains  are  summarized  separately 
and  the  totals  carried  to  a  register  showing  the  totals  for  each 
agency.  At  the  end  of  the  year  these  agency  totals  are 
recapitulated. 

When  a  policy  is  lapsed  the  premium  card  is  withdrawn  from 
the  files,  and  a  record  is  made  on  loose-leaf  sheets,  for  each  agency, 
showing  the  gross  premium  received,  the  cost  of  the  insurance  for 
the  time  the  policy  was  in  force,  and  the  loading  and  mortality 
gains  previously  credited.  These  sheets  are  footed  and  the  totals 
for  each  agency  are  posted  monthly  in  the  register. 

The  work  was  tested  by  checking,  in  detail,  the  entries  in  the 
account  of  the  Boston  and  Chicago  agencies  for  the  entire  year, 
and  of  the  Amsterdam,  London  and  Vienna  agencies  for  portions 
of -the  year.  Footings  were  verified  and  checked  forward  to  the 
summaries,  and  the  totals  of  the  summaries  were  verified  and 
checked  to  the  register. 

Errors. —  Many  errors  were  found  in  the  footings.  In  several 
instances  the  total  loadings  for  semi-annual  and  quarterly  pre¬ 
miums,  which  are  set  up  on  an  annual  basis,  were  not  reduced 
to  correspond  with  the  premiums  collected.  The  most  noticeable 
instance  occurred  in  the  London  account  for  September  where  the 
overstatement  amounted  to  $790.93.  The  liability  to  error  in 
this  regard  would  he  eliminated  if  the  semi-annual  and  quarterly 
loadings  were  entered  on  the  premium  cards  so  that  the  loading 
could  he  entered  on  the  sheets  to  correspond  with  the  premium 
payments.  The  net  result  of  these  clerical  errors  does  not 
materially  change  the  result. 

Many  policies  are  issued  with  a  special  term.  In  cases  where 
the  term  extends,  at  least,  to  the  end  of  the  year,  so  that  the  reg¬ 
ular  policy  takes  effect  in  the  succeeding  year,  the  loading  is 
credited  on  the  term  only,  but  the  entire  mortality  gains  on  the 
regular  policy  are  set  up.  The  only  mortality  gains  which  should 
be  credited  are  those  represented  by  the  term  contract  (the  pro¬ 
portional  part  of  the  net  one-year  term  premium  less  the  cost  of 
insurance),  and  the  balance  necessary  to  complete  mortality  gains 
on  the  regular  policy  should  he  credited  in  the  succeeding  year, 
when  the  regulaT  premium  is  collected.  The  overstatement  on 
these  cases  amounts  to  $6,917.22. 
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On  yearly  renewable  term  contracts  the  company  has  taken  the 
assumed  mortality  gains  for  five  years,  on  the  ground  that  these 
contracts  are  in  reality  life  contracts  but  with  yearly  increasing 
premiums  instead  of  level  premiums.  In  the  tables  furnished  by 
the  department  the  mortality  gains  on  this  class  of  policies  are 
limited  to  one  year,  or  the  net  premium  less  the  cost  of  insurance. 
The  average  difference  between  the  two  methods  would  be  about 
$6  per  thousand  and  as  the  company  had  over  $16,000,000  of 
these  policies  in  force  December  31,  1911,  written  in  1911,  the 
overstatement  would  be  approximately  $100,000.  In  both  the 
above  cases  the  company  is  entitled  to  this  under  the  law. 

The  figure  representing  the  cost  of  insurance  on  terminated 
policies  was  furnished  by  the  actuary's  department  and  is  about 
$800  less  than  the  amount  shown  in  the  records  of  the  accounting 
department.  The  difference  is  accounted  for  by  the  fact  that  the 
actuary  listed  the  policies  terminated  by  death,  on  which  the  cost 
was  about  $100  and  did  not  list  class  five  policies  (those  written 
in  1910  but  paid  for  in  1911)  on  which  the  cost  was  about  $1,200. 
The  intent  of  section  97  of  the  Insurance  Law  is  to  allow  full 
loading  and  mortality  gains  on  all  policies  on  which  a  full  year’s 
premium  has  been  or  will  be  paid.  As  this  is  true  of  all  policies 
terminated  by  death,  such  policies  should  not  be  considered  as 
policies  terminated  within  the  year.  In  accordance  with  a  letter 
written  early  in  1912  by  the  comptroller  of  the  company  to  the 
foreign  department,  death  claims  are  being  listed  this  year  by 
that  department,  as  policies  terminated  during  the  year.  They 
are  not  so  treated  by  the  domestic  department. 

The  expenses  charged  against  new  business  were  found  to  be 
approximately  correct. 

The  system  is  good  and  aside  from  the  matters  mentioned  the 
work  is  correct. 


Gain  and  Loss  Exhibit 

This  exhibit  was  verified  from  the  records  of  the  company, 
special  attention  being  given  to  the  actuarial  questions  involved. 

Methods  used  to  obtain  loading. —  During  the  year  the  actuary’s 
department  prepares  a  record  of  the  business  issued  according  to 
age,  kind  and  amount  of  insurance,  with  gross  and  net  premiums 
on  an  annual  basis. 
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At  the  end  of  the  year  the  total  amount  of  insurance  in  force 
for  each  plan  and  age  is  multiplied  by  the  gross  and  by  the  net 
annual  premiums,  and  a  percentage  of  net  to  gross  established. 
This  percentage  applied  to  the  gross  premiums  of  the  year  pro¬ 
duces  the  corresponding  net  premiums,  the  difference  between 
the  two  being  the  loading. 

Method  used  to  obtain  the  expected  mortality  on  net  amount  at 
risk. —  This  is  found  by  adding  the  mean  reserve  at  the  beginning 
of  the  year,  the  net  premiums  of  the  year,  and  the  interest 
required  to  maintain  the  reserve  and  deducting  therefrom  the  sum 
of  the  terminal  reserves  released  by  death,  maturing  endowments, 
surrenders  and  terminations,  and  the  mean  reserve  on  Decem¬ 
ber  31.  This  remainder  is  used  as  the  expected  mortality  or  cost 
of  insurance  and  is  the  balancing  item  for  the  gain  and  loss 
exhibit. 


Surrenders,  lapses  and  changes. — When  a  policy  is  terminated 
by  surrender,  lapse  or  change,  the  terminal  reserve  is  entered  on 
the  termination  or  change  card  and,  at  the  end  of  the  year  these 
reserves  are  summarized  according  to  mode  of  termination  and 
totaled. 

* 

The  following  table  shows  the  gains  and  losses  for  the  past 


three  years : 

Gain  from 

1909 

1910 

1911 

Loading  . 

$3,882,  700 

14 

$3,804,835  20 

$2,  922,  159 

78 

Interest  . 

7,664,297 

62 

8,541,074  12 

9,370,  276 

22 

Mortality  . 

3.929.  266 

38 

3,382, 121  13 

3,  621,  543 

98 

Annuities  . 

158,468 

04 

187,764  34 

Surrenders,  lapses  and 

changes  . 

578,  183 

54 

996, 174  76 

1,196,  291 

00 

Special  funds  and  special 

reserves  . 

6,529, 818  25 

Profit  and  loss  account,. 

621,125 

54 

49,091  25 

44,234 

05 

Real  estate . 

9S2,  602 

19 

162, 148  62 

693,  048 

47 

Investments  . 

6,883,127 

59 

2,979,478  64 

3,950,  117 

96 

Assets  not  admitted.... 

224,584  58 

7,  669 

99 

Total  gains  . 

$24.  699,  771 

04 

$26,857,090  89 

$21, 805,341 

45 

Annuities . 

Dividends  .  $11,418,947  05  $14,835,768  73 

Special  funds  and  special 

reserves  .  8,  145,  179  40  . 

Real  estate .  698,555  59  185,480  04 


$155,817  74 
15,647,973  45 

601,991  06 
1.445,834  93 


712 


Reports  ox  Official  Examination 


Cain  from  1909  1910  1911 

Investments  .  $627,616  40  $5,053,753  12  $3,953,724  27 

Assets  not  admitted .  144,445  60  . 

Change  in  reserve  basis.  3,665,027  00  6,782,089  00  . 


Total  losses  .  $24,699,771  04  $26,857,090  89  $21,805,341  45 


Changes  in  the  financial  statement  resulting  from  this  examina¬ 
tion  have  not  been  incorporated  in  the  above  table. 


Sale  of  Stocks 

During  the  three  years  covered  by  this  examination,  the  com¬ 
pany  has  reduced  its  stockholdings  by  80,135  shares  and 
$7,123,750  par  value. 

The  shares  acquired  during  this  period  were  received  as  the 
company's  pro  rata  share  of  increases  in  capital  stock  through 
readjustment  of  capital,  or  else  in  lieu  of  a  portion  of  an  invest¬ 
ment  heretofore  represented  under  another  title.  These  acquisi¬ 
tions  involved  no  expenditure  on  the  part  of  the  company. 

The  following  table  shows  the  year’s  transactions  in  the 
aggregate : 

Number  of  Shares  Par  Value 

Stocks  owned  Dec.  31,  1908 .  469,399 

Stocks  acquired  1909 . i 

H  (  (b) 2, 175 


$29,506, 900 
65,  250 
108,  750 


Stocks  sold  1909 . 

Stocks  owned  Dec.  31,  1909. 
Stocks  acquired  1910 . 

Stocks  sold  1910  . 

Stocks  owned  Dec.  31,  1910 
Stocks  acquired  1911  . 

Stocks  sold  1911 . 

Stocks  owned  Dec.  31,  1911. 


472,  879 
29,429 

$29,  680,  900 
2,  192,  900 

443,  450 
(a) 5,  000 

$27,488,000 

500,000 

448,  450 
31,867 

$27,  988,  000 
3, 186, 700 

416,583 
(b) 1 ,750 

.$24,801,300 

175,000 

418,333 
29,  069 

$24,976,  300 
2, 593, 150 

389, 264 

$22,  383,  150 

(a)  Stock  dividend. 

(b)  Received  in  lieu  of  a  portion  of  investment  heretofore  represented  by  Delaware,  Lacka 
wanna  and  Western  Railroad  stock. 
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Limitation  of  New  Business 

At  a  meeting  of  the  committee  on  insurance  and  agencies  held 
September  23,  1910,  a  letter  from  Vice-President  McClintock 
was  submitted.  This  letter  gives  reasons  for  limiting  the  amount 
of  insurance  to  be  annually  written.  A  preamble  and  resolutions 
were  adopted  indorsing  the  proposition  and  recommending  favor¬ 
able  action  by  the  board  of  trustees.  On  October  26,  1910,  the 
board  passed  the  following  preamble  and  resolution: 

Whereas,  The  limitation  of  new  business  substantially  as  heretofore  pro¬ 
vided  by  law  is  eminently  in  the  interest  of  the  company’s  policyholders  and 
should  be  perpetuated  by  this  board;  and 

W'hereas,  The  limit  for  paid-for  business  until  the  recent  change  in  the  law, 
has  been  $150,000,000  in  any  one  year,  which  limit  should  be  substantially 
preserved,  although  for  technical  reasons  a  margin  should  be  added  of  about 
$20,000,000  for  policies  issued  but  not  yet  paid  for  at  the  close  of  each  year; 
therefore  be  it 

Resolved,  That  the  issue  of  policies  be  hereafter  so  restricted  that  the 
amount  of  new  policies  paid  for  in  any  calendar  year,  together  with  the  poli¬ 
cies  issued  but  not  yet  paid  for  at  the  close  of  the  year,  shall  not  exceed 
$170,000,000. 

Tbe  reasons  for  tbe  proposed  limitation  were  briefly  —  improve¬ 
ment  in  tbe  quality  of  risks,  thereby  reducing  tbe  death  rate ;  and 
economy  of  administration.  All  this  tends  to  produce  larger 
dividends,  and  increased  dividends  tend  to  diminish  lapses. 

The  company  for  the  year  1912  wrote  approximately 
$150,000,000  of  business,  and  it  has,  therefore,  now  reached  a 
point  where  a  practical  test  can  be  made  of  the  principles  set 
forth  in  the  resolutions  and  in  tbe  letter  of  Vice-President 
McClintock.  The  company,  as  a  whole,  is  conducted  efficiently 
and  economically.  Further  progress  will,  it  is  hoped,  be  made, 
however,  in  tbe  direction  of  economy  in  caring  for  and  supervis¬ 
ing  old  business.  Dividends  are  large  and  well  within  tbe  earn¬ 
ing  power  of  the  company. 

Dividend  System  of  the  Mutual  Life  Insurance  Company 

of  New  York 

Provision  for  Participation 

As  its  name  implies,  the  company  is  a  purely  mutual  organi¬ 
zation,  the  charter  providing  that  the  policyholders  are  members 
of  the  corporation  so  long  as  they  remain  insured.  By  an 
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amendment  in  the  year  1851  provision  was  made  for  ascertaining 
the  profits  at  the  end  of  each  period  of  five  years  and  for  credit¬ 
ing  each  member  “  with  an  equitable  share  of  the  profits.”  In 
case  of  the  death  of  a  member  the  amount  appearing  to  his  credit 
at  the  last  preceding  date  of  ascertainment  was  to  be  paid  to  his 
legal  representative.  In  1862  a  further  amendment  was  effected, 
allowing  the  company  to  apply  profits  either  to  the  purchase  of 
paid-up  insurance  or  in  reduction  of  premiums  and  permitting 
the  declaration  of  dividends  oftener  than  each  five  years,  at  the 
option  of  the  company. 

The  first  division  of  profits  was  made  in  1848  and  took  the 
form  of  reversionary  additions,  as  did  the  dividends  of  1853  and 
1858.  By  1863  the  so-called  contribution  plan  had  been  intro¬ 
duced  by  its  author,  Sheppard  Homans,  then  actuary  of  the 
Mutual,  and  the  cash  dividend  was  allowed  to  be  applied  upon 
demand  toward  the  payment  of  premiums.  Competition  with 
companies  operating  on  the  premium  note  plan  soon  led  to  the 
payment  of  dividends  annually  in  cash. 

Principles  Adopted  Governing  Distribution 

The  Mutual,  prior  to  1907,  wrote  largely  deferred  dividend  in¬ 
surance,  much  of  which  is  vet  to  mature  as  will  be  seen  bv  the 
following  table,  compiled  from  the  annual  reports  filed  with  the 
Department : 

Participating  Insurance  Outstanding  Showing  Amounts  Held  for 
Future  Distribution  to  Deferred  Dividend  Policies 


At  31  Dec.  Annua 1  Dividend  Deferred  Dividend  Deferred  Dividend  Fund 

]907 .  $197,  630,  280  00  $1,160,123,239  00  $66,977,349  00 

1908  .  259,954,793  00  1,103,652,007  00  69,675,128  00 

1909  .  351.790.813  00  1,015,815,675  00  73.987,087  00 

1910  .  451,757,209  00  941,274,960  00  75,164,220  00 

1911  .  567,414,280  00  870,092,563  00  75,601,868  00 


The  deferred  dividend  fund  appears  to  have  reached  its  high- 
water  mark  in  1911,  and  from  now  on  may  be  expected  to 
diminish  until  exhausted. 

There  are  two  general  methods  of  treating  deferred  dividends: 
(a)  the  tontine,  or  “  class  ”  system  under  which  the  surplus 
earned  on  a  particular  group  of  policies  is  returned  to  the  per- 
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sistent  surviving  members  of  the  group ;  and  (b)  the  system 
which  regards  the  deferred  dividend  as  an  accumulation  of  annual 
dividends,  with  a  certain  addition  by  way  of  compensation  for 
the  risk  which  each  policyholder  runs  during  the  accumulation 
period  of  losing  his  share  of  surplus  by  death,  discontinuance  or 
other  contingency.  The  latter  method  describes  the  deferred  divi¬ 
dend  plan  of  the  Mutual  Life. 

Lender  rules  laid  down  by  the  board  of  trustees  the  matter  of 
surplus  distribution  is  in  the  hands  of  the  Committee  on  Insur¬ 
ance  and  Agencies.  The  practice  for  several  years,  as  shown  by 
the  minute  books,  has  been  to  consider  in  November  the  scale  of 
dividends  to  be  used  for  the  ensuing  calendar  year.  The  formulae 
and  recommendations  of  the  actuary  are  presented  to  the  com¬ 
mittee  which  in  turn  makes  its  recommendation  to  the  board. 
An  estimate  is  made  of  the  amount  required  to  maintain  divi¬ 
dends  according  to  a  certain  scale  and  on  such  estimate  the  scale 
is  tentatively  adopted,  to  be  later  ratified  when  the  transactions 
of  the  year  have  been  brought  to  account. 

In  a  letter  addressed  to  the  president  and  dated  February  16, 
1903,  the  actuary  stated,  apropos  of  a  requirement  by  the  German 
and  Austrian  governments  with  reference  to  stating  the  principles 
according  to  which  surplus  is  divided : 

“  The  dividend  system  in  use  for  forty  years  past  and  upwards  unquestion¬ 
ably  complies  with  the  company’s  charter  providing  that  dividends  must  be 
equitably  distributed.” 

Annual  Dividends 

The  present  formula  for  annual  dividends  employs  two  factors, 
namely,  (1)  excess  interest  on  the  initial  reserve  and  (2)  load¬ 
ing.  The  interest  factor  is  the  difference  between  the  assumed 
rate  upon  which  the  net  premium  is  based  and  4.4  per  cent.  This 
rate  is  approximately  the  rate  earned  according  to  the  company’s 
interest  calculation  for  1911  as  follows: 

Net  income  .  $25,419,767  75  (1) 

Mean  admitted  assets .  $579,  994, 6G3  02 

Less  one-half  of  net  income .  12,  709,  883  88 

Balance .  $567,284,779  14  (2) 


Dividing  (1)  by  (2)  =  .04481. 
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A  similar  calculation  for  the  two  years  preceding  results  as 
follows : 

For  1909  =  .04424;  for  1910=  .04475. 


Interest  Rates 


The  rates  of  interest  used  in 
follows  for  the  years  stated : 

Year 

1888 . 

1889  . 

1890  . 

1891  . 

1892  . 

1893  . 

1894  . 

1895  . 

1896  . 

1897  . 

1898  . 

1899  . 

1900  . 

1901  . 

1902  . 

1903  . 

1904  . 

1905  . 

1906  . 

1907  . 

1908  . 

1909  . 

1910  . 

1911  . 

1912  . 


the  dividend  calculations  are  as 


For  Premium- 
paying 
Policies 

For  Paid-up  Policies 
and  Dividend 
Additions 

5% 

5% 

5% 

5% 

5% 

4.75% 

5% 

4.75% 

5% 

4.75% 

5% 

4.75% 

5% 

4.45% 

4%% 

4.45% 

4  %% 

4.45% 

4%% 

4.45% 

4%% 

4.375% 

4%% 

4.3% 

4%% 

4.3% 

4%% 

4.3% 

4%% 

4.3% 

4.3% 

4.3% 

4.1% 

4.1% 

4.1% 

4.1% 

4.1% 

4.1% 

4.2% 

4.2% 

4.4% 

4.4% 

4.4% 

4.4% 

4.4% 

4.4% 

4.4% 

4.4% 

4.4% 

4.4% 

Since  1903  the  same  rate  has  been  used  for  paid-up  as  for 
premium-paying  policies.  In  the  years  1890-1902  a  slightly 
lower  rate  was  taken  on  the  paid-up  policies  “  as  a  contribution 
towards  expenses.” 

The  loading  factors  used  in  the  1911  dividends  calculations 
follow  a  rule  which  briefly  stated  is: 

Rule:  For  a  policy  one  year  in  force — 60  per  cent,  of  the 
loading,  increased  by  1  per  cent,  for  3  per  cent,  policies  (1907 
rates)  ;  increased  by  1^  per  pcnt.  for  3%  per  cent,  policies  (1898 
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to  1906  rates)  ;  increased  by  2  per  cent,  for  4  per  cent,  policies 
(1897  or  earlier)  ;  for  each  additional  year  in  force,  but  in  no 
case  less  than  75  per  cent. 

According  to  this  rule  the  loading  percentages  run  from  the 
minimum  of  75  per  cent,  for  recent  policy  issues  to  the  maximum 
of  192  per  cent,  for  the  issues  of  1844.  Other  examples  are 
shown  in  the  following  schedule: 


Year  of  Issue  PerCent 

1845 .  190 

1855 .  170 

1865 .  150 

1875 .  130 

1885 .  110 


Year  of  Issue  Per  Cent 

1895 .  90 

1905  .  *67.5 

1906  .  *66 

1907  .  *63 

1908  .  *62 


The  scale  of  dividends  which  results  from  the  above  formula 
yields  the  largest  returns  ever  paid  by  the  company. 

The  loading  schedule  has  been  very  considerably  increased 
since  1907,  as  the  following  figures  show: 


No.  cf  Years 
Policy  in  Force 


1. 

2, 

3. 

4. 

5. 
10. 
15 . 
20. 
30. 


Percentage  of  Loading  Refunded  as  Part  of  Annual  Eividend 
1907 

37.5 


38.5 

39.5 

40.7 
42.1 

51.8 
63.3 

74.8 

98.8 


1908 

43. 

44.5 
46. 

47 . 5 
49. 

56.5 
71. 
81. 

101. 


1909 

50. 

51. 
53. 

54.5 
56. 

63.5 
78. 
88. 

108. 


1910 

57. 

58. 

59. 

61.5 
63. 

70.5 
85. 
95. 

115. 


1911 

75. 
75. 
75. 
75 . 
75. 
75. 
88. 
98. 
118. 


The  resolutions  adopting  the  1911  scale  were  proposed  by  the 
actuary  on  November  17,  1910,  in  a  letter  addressed  to  the  presi¬ 
dent  reading  in  part  as  follows : 

“  The  only  change  of  importance  from  last  year’s  resolutions,  consists  in 
an  increase  of  3%  of  the  loading  on  each  policy,  with  the  proviso,  as  regards 
the  policies  issued  in  any  year,  that  the  percentage  of  loading  shall  in  no 
case  be  less  than  75%  *  *  *  It  will  be  seen  that  this  year’s  resolution,  in 

arranging  the  above  proviso,  has  the  effect,  as  regards  the  older  policies,  of 
continuing  the  usual  increasing  sliding  scale,  starting  from  60%  instead  of 
57%,  hut,  as  regards  the  younger  policies,  provides  a  minimum  of  75%  in 
order  to  meet  the  universal  practice  of  other  companies  which  is  to  give  the 
same  percentage  from  the  beginning.” 


*Used  only  in  obtaining  the  gradation;  actual  percentage  used  is  75%. 
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The  matter  of  paying  dividends  on  new  insurance  at  the  end 
of  the  first  policy  year  was  decided  in  December,  1907,  by  the 
following  resolution: 

“  Resolved  that  policies  issued  in  1907  be  entitled  to  a  dividend  in  1908 
according  to  the  long  standing  custom  of  this  company,  notwithstanding  a 
difference  of  opinion  which  has  recently  arisen  in  other  companies.” 

The  same  practice  continues  in  force  at  the  present  time. 

The  dividend  resolutions  of  1907  include  a  statement  showing 
the  practice  of  the  company  in  the  calculation  of  deferred  divi¬ 
dends.  As  the  best  means  of  describing  such  practice  the  exact 
language  is  here  quoted: 

“  That  the  dividends  to  be  allotted  to  5,  10,  15  and  20-Year  Distribution 
Period  policies  which  become  entitled  to  dividends  on  their  respective  anni¬ 
versaries  in  1908,  if  then  in  force,  be  determined  (in  accordance  with  the 
method  adopted  and  ratified  by  the  Board  of  Trustees  in  March  28,  1906)  by 
increasing  the  accumulated  amounts  of  the  annual  dividends  which  the  poli¬ 
cies  might  have  received  had  they  been  entitled  by  contract  to  receive  divi¬ 
dends  annually,  by  percentages  graded  mathematically  according  to  the  ages 
of  the  insured,  by  way  of  compensation  for  the  risks  incurred  by  the  holders 
of  such  policies,  during  such  period,  of  losing  all  interest  in  the  surplus  by 
death,  discontinuance,  or  otherwise,  and  that  such  percentage  be  the  sum  of 
the  constant  percentage  and  the  variable  percentage  indicated  in  the  follow¬ 
ing  table:  ” 

The  table  referred  to  is  a  schedule  of  percentages  which,  ap¬ 
plied  to  an  individual  policy,  represents  its  share  of  surplus  over 
and  above  the  accumulated  annual  dividends,  such  share  being 
derived  from  foreborne  dividends  forfeited  by  those  policyholders 
who  have  lapsed  or  surrendered  their  policies,  or  who  have  died, 
prior  to  the  end  of  the  accumulation  period.  The  following  are 
examples  of  profit  factors  employed  in  ascertaining  the  1912 
dividend  applicable  to  20-payment  policies  issued  in  1892  on 
the  20-year  distribution  plan: 

Profit  Factors:  20-payment-20  D.  P.  policies 
Formula:  1.252-P9qx+13. 


Age  at  Constant  Variable  Sam  =  Profit 

Issue  Percentage  Percentage  Factor 

21 .  1.252  .079479  1.331479 

30 .  1.252  .094653  1.346653 

40 .  1.252  .136997  1.398997 

50 .  1.252  .305487  1.557487 

60 .  1.252  .721602  1.973602 


Erom  these  factors  it  will  be  observed  that  the  risk  of  losing 
surplus  through  lapse  is  assumed  to  be  independent  of  the  age 
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of  the  insured,  while  the  risk  of  loss  on  account  of  death  is  recog¬ 
nized  to  be  one  that  increases  as  the  policyholder  grows  older. 

Compensation  for  Other  Risks 

In  November,  1909,  a  resolution  was  adopted  providing  for 
further  compensation  to  deferred  dividend  policyholders  “  for 
the  risk  run  during  the  distribution  period  of  losing  surplus 
through  impairment  of  the  fund  held  for  such  future  dividends, 
such  compensation  to  be  at  a  rate  equal  to  one-twentieth  of  one 
per  cent,  for  each  year  in  the  dividend  period  upon  the  accumu¬ 
lated  amount  of  the  annual  dividends  and  to  be  in  addition  to 
the  usual  adjusted  percentage  compensation  given  for  the  risk 
run  of  losing  surplus  by  death  or  discontinuance.” 

Changes  from  Deferred  to  Annual  Dividend  Policies 

Such  changes  are  permitted  only  upon  satisfactory  medical 
examination  and  when  made  the  annual  dividends  are  granted  in 
terms  of  paid-up  insurance.  In  such  cases  the  policyholder  so 
changing,  forfeits  all  interest  in  the  foreborne  dividend  fund  and 
also  the  accumulated  interest  on  his  own  annual  dividends  to  the 
date  of  change.  By  this  means  the  equities  of  the  deferred  divi¬ 
dend  policyholders  are  safeguarded. 

Change  of  Reserve  Basis 

In  July,  1910,  a  vote  was  passed  to  value  at  3 y2  per  cent, 
policies  theretofore  valued  at  4  per  cent.,  a  provided  however 
that  for  dividend  purposes  such  policies  shall  hereafter  be  en¬ 
titled  to  receive  the  surplus  on  a  4  per  cent,  basis  as  heretofore.” 

The  Policy  of  “  Surplus-Production  ”  and  Limitation  of 

New  Business 

The  idea  of  limiting  the  amount  of  new  business  has  taken 
definite  form  with  this  company  in  a  resolution  passed  in  Sep¬ 
tember,  1910,  after  the  statutory  limitation  of  $150,000,000  had 
been  modified.  Leading  up  to  this  action  a  memorandum  was 
submitted  ;to  the  president  by  the  then  vice-president,  Mr. 
McClintock,  setting  forth  certain  reasons  why  in  his  judgment 
it  would  be  in  the  interest  of  conservation  to  fix  $170,000,000  as 
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the  outside  limit  of  written  business  that  the  company  should 
accept  each  year.  These  may  be  summarized  thus : 

“  1*  The  greater  the  size  of  any  company  the  smaller  must  be  its  annual 
growth. 

“  2.  The  oldest  and  strongest  company  should  take  the  lead  in  a  voluntary 
limitation. 

“  3.  What  is  saved  in  the  expense  of  new  business  goes  to  increase  the  divi¬ 
dends  of  the  policyholders. 

“  4.  Increased  dividends  diminish  lapsing,  thereby  causing  a  still  further 
increase  in  dividends. 

“  5.  Under  limitation  the  quality  of  our  risks  will  be  improved,  thus  again 
adding  to  the  dividends. 

“  6.  Still  further  economies  are  practicable  under  limitation  which  will 
again  add  to  the  dividends. 

“  7.  A  limitation  is  just,  because  the  dividends  belong  to  the  policyholders 
who  own  the  company  and  who  are  the  company.” 

Deferred  Dividend  Fund 

This  fund,  as  reported  to  the  Department  in  Schedule  P  as  of 
December  31,  1911,  has  been  test-checked  by  the  examiners  as 
mentioned  in  their  report.  The  amount  of  such  fund  at  the  date 
above  mentioned  was  $75,601,868.03  and  is  composed  of  the  fol¬ 


lowing  general  items : 

( 1 )  Surplus  held  awaiting  apportionment  on  policies  out¬ 

standing  December  31,  1911 .  $69,311,647  48 

(2)  Foreborne  accumulations  on  terminated  policies  with 

interest  to  July  1,  1912 .  12,  556,  882  84 

(3)  Special  fund  for  20  D.  P.  policies  in  force  December 

31,  1911  .  3,258,740  71 


(4)  Sum  of  the  above .  $85,127,271  03 

(5)  Less  extra  reserves  on  policies  issued  on  “  1899  form”.  9,525,403  00 


(6)  Amount  reported  in  Schedule  P .  $75,601,868  03 


Item  (3)  is  a  special  fund  created  by  authority  of  the  board 
for  the  purpose  of  maintaining  up  to  a  designated  minimum  the 
deferred  dividends  on  certain  policies  where  the  annual  dividend 
units  have  been  extraordinarily  diminished  by  fluctuations  in 
the  interest  rate  and  other  influences  during  the  distribution 
period.  The  exact  language  of  the  resolution  is, 

“  If  the  deferred  dividend  *  *  *  shall  be  smaller  for  any  policy  than  that 
allotted  to  a  similar  policy  on  the  same  reserve  basis  in  the  previous  year, 
the  dividend  of  the  previous  year  shall  be  substituted  therefor;  and  that  the 
increased  amount  required  to  enable  future  dividends  to  be  calculated  in  this 
manner  shall  be  added  to  the  fund  already  held  for  such  future  dividends.” 
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Item  (5)  perhaps  needs  explanation  also.  Policies  issued  on 
the  1899  form  provide  surrender  values  at  the  end  of  the  distri¬ 
bution  period  which  exceed  the  American  3%  per  cent,  reserve. 
The  present  value  of  such  excess  constitutes  this  item.  At  the 
end  of  the  period  the  total  surrender  value  (reserve  and  surplus) 
is  the  same  on  these  policies  as  if  they  were  entitled  only  to  the 
regular  guarantees,  the  dividend  being  diminished  by  the  amount 
of  the  excess  surrender  value. 


Surplus  Earnings  and  Dividends 

A  comparative  statement  is  here  given  showing  the  earnings 
from  what  may  be  termed  the  normal  or  regular  sources  of  sur¬ 
plus,  viz.,  interest,  loading,  mortality,  surrendered  and  lapsed 
policies.  Also  the  amounts  paid,  set  aside  or  otherwise  devoted 
to  dividend  purposes  in  the  years  1906-1911  inclusive: 


Interest 

Gains 

Gains  from 
Loading 
Mortality  and 
Surrenders 

Total  Gains 
from  the 
Normal 
Sources 

Accumulated 

Totals 

Year 

(D 

(2) 

(3) 

(4) 

1906  . 

.  $5,276,  424  $10,  402,844 

$15,679,268  $15  679,268 

1907  . 

.  6.  455,  856 

8,  654,  003 

15,  109,  859 

30,789,  127 

1908  . 

.  7,  120,  687 

9,  941,224 

17,061,  911 

47,  851,  038 

1909  . 

.  7,664,298 

8,  388,  150 

16,  052,  448 

63,903,  486 

1910  . 

.  8,541,074 

8,  183,  131 

16,  724,205 

80,627,  691 

1911  . 

.  9,370,276 

7,  739,  995 

17, 110,271 

97,737,  962 

Annual  and 
Deferred 
Dividends 
Paid 

Increase  in 
Dividend 
Funds 

Total  Surplus 
Used  for 
Dividend 
Purposes 

Accumulated 

Totals 

Year 

(5) 

(6) 

(7) 

(8) 

1906  . 

.  $2,785,919 

$6,314, 812 

$9,  100,731 

$9,  100,  731 

1907  . 

.  4.321,493 

6,  580,  658 

10,902,  151 

20,  002,882 

1908  . 

.  8,311,255 

5,  534,  909 

13,  846,  164 

33,  849,  046 

1909  . 

.  11,005,914 

6,  034,  461 

*17,040,375 

50,  889,  421 

1910  . 

.  12,301,770 

2,  533,  999 

14,  835,  769 

65 , 725, 190 

1911  . 

.  13,631,858 

2,016,  115 

15, 647,973 

81,  373,  163 

Variations  in  Dividend  Paid  on  Particular  Classes  of 

Policies 

A  resolution  passed  in  December,  1907,  includes  a  statement 
to  the  effect  that  policies  issued  at  any  time  in  Mexico  or  else¬ 
where,  at  premium  rates  in  excess  of  domestic  rates,  are  to  have 
the  same  dividends  as  those  allotted  to  domestic  policies. 


*  Special  amount  added  to  deferred  dividend  fund. 
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Policies  issued  at  domestic  rates  different  from  the  standard 
rates  on  which  dividends  are  based  are  subject  to  adjustment 
equal  to  the  difference  in  premiums.  The  net  cost  according  to 
each  system  of  domestic  rates  is  therefore  the  same. 

Certain  policies  issued  in  the  years  1879—1884  inclusive,  call 
for  low  rates  of  premium  on  which  the  dividends  have  been  small 
and  disappointing  to  the  policyholders.  There  appears  to  he  no 
ground  for  complaint,  however,  except  the  inability  of  the  insured 
to  appreciate  that  the  reduced  rates  result  in  a  reduced  dividend- 
earning  power  while  the  net  cost  is  nevertheless  just  as  low  as  on 
corresponding  policies  calling  for  higher  premium  rates. 

Summary 

The  foregoing  statements  speak  largely  for  themselves.  A 
word  or  two  by  way  of  comment  however  is  in  order  at  this  point. 
In  the  examination  of  this  and  other  dividend-distribution 
systems  it  has  been  the  aim  to  analyze  and  justify  the  reasoning 
underlying  the  principles  adopted  rather  than  to  raise  hair¬ 
breadth  questions  for  technical  discussion.  It  is  the  department’s 
experience  that  competitors  are  ever  ready  to  seize  upon  some 
feature  of  a  company’s  dividend  scheme  and  to  argue  that  it 
works  a  hardship  to  some  particular  class  of  policyholders.  It  is 
no  doubt  true  that  competition  largely  determines  the  dividends 
and  that  the  tendency  is  to  favor  the  newly  acquired  member  at 
the  expense  of  the  one  of  long  standing  membership.  The 
former  can  see  results  almost  at  once  and  if  dissatisfied  can 
change  companies  without  great  sacrifice.  Hot  so,  however,  with 
the  other.  He  may  he  in  the  uninsurable  class  or  the  holder  of  a 
long-term  distribution  policy  such  as  cannot  be  discontinued 
without  great  loss.  There  are  an  infinite  number  of  ways  of  con¬ 
structing  a  plan  for  distributing  surplus,  any  one  of  which  might 
be  found  to  possess  flaws.  Exact  theoretical  equity  is  practically 
impossible  to  attain.  Substantial  justice  is  the  alternative. 

The  plan  adopted  by  this  company  of  treating  deferred  divi¬ 
dends  as  the  accumulation  of  annual  units  is  commendable,  as, 
also,  is  the  general  principle  involved  in  distributing  the  surplus 
forfeited  by  death,  viz.,  employing  compensation  factors  which 
are  a  function  of  the  rate  of  mortality. 
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The  large  early  dividends  paid  by  this  company  on  annual 
dividend  policies  are  the  subject  of  criticism  in  some  quarters. 
It  is  not  altogether  clear  why  the  loading  factor  is  graded  up 
from  60  per  cent,  while  at  the  same  time  the  percentage  applied 
to  new  business  is  75  per  cent,  unless  it  is  that  for  competitive 
reasons  the  early  dividends  have  been  purposely  enlarged.  There 
are  so  many  ways  of  arguing  on  this  that  no  positive  conclusion 
is  apparent  to  your  examiner.  With  this  possible  exception  it 
appears  that  there  is  no  discrimination  involved  in  the  Mutual’s 
system  of  surplus  distribution,  all  classes  of  policies  sharing 
equitably. 


NEDERLAND  LIMITED  LIABILITY  LIFE  INSURANCE 
COMPANY—  UNITED  STATES  BRANCH 

New  York,  N.  Y. 

Examination  on  condition  as  of  December  31,  1912. 

Report  dated  January  9,  1913. 

Chief  Examiner :  Nelson  B.  Hadley. 

Assistant  Examiners:  Heath ,  Sanders  and  Kirchgessner. 

Organization 

This  corporation  was  organized  in  1858  under  the  laws  of  the 
Kingdom  of  the  Netherlands.  In  1893,  it  established  the  United 
States  branch  office,  deposited  $200,000  in  approved  securities 
wTith  the  Superintendent  of  Insurance  in  conformity  with  sec¬ 
tion  27  of  the  general  provisions  of  the  Insurance  Law,  and 
obtained  a  license  to  transact  business  as  a  life  insurance  corpo¬ 
ration.  On  April  1,  1897,  the  branch  office  discontinued  the 
transaction  of  new  business,  and  since  that  date  has  been  in  a 
state  of  gradual  liquidation. 

Trust  Deed 

Under  the  terms  of  the  trust  deed  executed  in  1909  and  ter¬ 
minating  January  31,  1913,  William  North  Duane  and  Benjamin 
Barker  were  appointed  trustees  by  the  board  of  managers  of  the 
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home  office  to  have  supervision  over  the  general  management  of 
the  branch  office  of  the  company  of  which  the  president  is  en¬ 
trusted  with  the  general  management.  Such  deed  requires  the 
assets  held  by  the  trustees  to  be  equal  to  the  net  reserve  of  all 
outstanding  policies  in  force  in  the  United  States,  and  to  pay 
over  the  interest  or  income  arising  from  said  securities,  as  the 
same  shall  accrue,  unto  the  president  of  the  branch  office. 

Management 

All  accounts  of  the  branch  office  must  be  examined  and  passed 
upon  by  the  board  of  managers  of  the  company.  Each  month 
true  copies  of  all  documents  and  accounts  are  forwarded  to  the 
home  office.  The  board  of  trustees  of  which  the  president  is 
chairman  is  entrusted  with  the  power  to  purchase,  sell  or  ex¬ 
change  securities,  subject  to  the  approval  of  the  company  and 
subject  to  the  regulations  for  the  board  of  trustees. 


Financial  Statement 

Income 

Premium  income  .  $104,810  92 

Interest .  51,373  24 

Gross  decrease  by  adjustment  in  book  value  of  ledger  assets, 
viz. : 

Bonds  (including  $837.36  for  accrual  of  discount) .  837  36 


Total  income  .  $157,021  52 

Ledger  assets,  December  31,  1911 .  1,363,901  93 


Total  .  ,  .  $1,520,923  45 


Disbursements 

Paid  policyholders  .  $114,292  49 

Paid  for  claims  on  supplementary  contracts  not  involving 

life  contingencies  .  432  50 

Commissions  to  agents  on  renewal  premiums .  1,430  77 

Salaries  and  all  other  compensation  of  officers  and  employees.  7,273  50 

Miscellaneous .  1,723  29 

Gross  decrease  by  adjustment  in  book  value  of  ledger  assets, 
viz. : 

Bonds  (including  $563.71  for  amortization  of  premiums)..  563  74 


Total  disbursements  .  $125,716  29 


$1,395,207  16 


Balance  .  . 
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Ledger  Assets 

Loans  on  policies  .  $220,127  61 

Book  value  of  bonds  $1,155,767.83,  and  stocks  $13,720.92 .  1,169,488  75 

Cash  in  company’s  office  .  14  46 

Deposited  in  trust  company  on  interest .  4,976  34 

Bills  receivable  .  600  00 


Total .  $1,395,207  16 

Non-Ledger  Assets 

Interest  due  and  accrued .  13,909  69 

Gross  premiums  due .  $5,131  25 

Gross  deferred  premiums  .  16,132  30 

Total .  $21,263  55 

Deduct  loading  . 813  51 

Net  uncollected  and  deferred  premiums .  20,450  04 

Gross  assets  .  $1,429,566  89 


Deduct  Assets  Not  Admitted 


Bills  receivable  .  $600  00 

Book  value  of  bonds  not  subject  to  amortization 

and  stocks  over  market  value .  4,280  53 

Policy  loans  and  net  premiums  in  excess  of  the 

net  value  of  their  policies .  1,072  72 


Total 


5,953  25 


Admitted  assets 


$1,423,613  64 


Liabilities,  Surplus  and  Other  Funds. 

Net  present  value  of  all  policies  “  paid  for  ”  and  in  force  on 
the  31st  day  of  December,  1912,  as  computed  by  New  York 
Insurance  Department,  on  the  following  table  of  mortality 
and  rate  of  interest,  viz.: 

Actuaries’  table  at  4%  on  all  issues .  $1,130,739  00 

Deduct  net  value  of  risks  of  this  company  reinsured  in  ad¬ 
mitted  companies  .  1,826  00 


Net  reserve  (paid  for  basis) .  $1,128,913  00 

Present  value  of  amounts  due  on  supplementary  contracts  not 

involving  life  contingencies  .  2,270  43 

Liability  on  policies  cancelled  upon  which  a  surrender  value 

may  be  demanded  .  26  27 

Additional  reserve  for  policies  where  actual  premium  is  less 

than  net  premium  .  1,115  51 

Death  losses  reported,  no  proofs  received .  5,208  00 


720 


Repoets  on  Official  Examination 


All  other  liabilities .  $6,151  13 

Deposited  with  the  Superintendent  of  Insurance  at  Albany, 

X.  Y.,  for  the  protection  of  policyholders .  200,000  00 

Surplus .  79,929  30 


Total  ' .  $1,423,613  64 


Income  and  Disbursements 

« 

A  substantial  verification  has  been  made  of  items  of  income 
and  disbursement.  This  work  included  a  reconciliation  of  agents’ 
reports  and  receipts  from  interest  with  the  cash  book  and  ledger, 
and  an  examination  of  receipted  bills,  and  cancelled  vouchers 
for  disbursement  items. 


Reserve  Liability 

The  reserve  liability  charged  by  this  Department,  as  a  result 
of  an  annual  valuation  of  each  policy,  was  verified  as  to  the 
amount  of  insurance  in  force  and  correctness  of  the  descriptions 
of  each  policy. 

Comparatively  few  errors  were  found  and  these  were  corrected 
in  the  Department  register  by  the  company. 

Reinsurance 

A  deduction  in  the  reserve  of  $1,826  represents  the  reserve  on 
$56,800  insurance  which  has  been  reinsured  in  admitted  com¬ 
panies.  The  company  is  now  paying  premiums  on  $426,700  re¬ 
insurance  in  European  life  insurance  companies  or  companies 
which  are  not  admitted  to  do  business  in  Xew  York  State,  upon 
which  no  credit  is  received  for  the  reserve  carried  by  the  foreign 
companies.  This  reserve  is  estimated  by  the  company  to  be 
approximately  $35,000. 

Yearly  Optional  Insurance  Bond 

This  is  a  special  form  of  policy  upon  which  the  actual  pre¬ 
mium  at  certain  ages  is  less  than  the  net  premiums.  Only  appli¬ 
cants  between  the  ages  of  20  and  40  were  insurable  under  this 
form  of  contract,  and  the  premium  for  all  ages  is  $35  per  $1,000 
insurance.  After  the  third  year,  the  amount  of  insurance  pay¬ 
able  increases  until  the  insured  reaches  the  age  of  70,  at  which 
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time  lie  must  exercise  one  of  two  options,  viz. :  A  cash  surrender 
value,  or  a  paid-up  policy  and  cash. 

On  eight  of  these  policies  in  force  December  31,  1912,  the 
actual  premium  received  is  less  than  the  net  premium,  and  in 
accordance  with  section  85  of  the  Insurance  Law,  this  liabilitv 
has  been  ascertained. 


Death  Claims 

The  policy  of  the  company  in  so  far  as  the  rights  of  its  bene¬ 
ficiaries  are  affected  has  received  careful  consideration  in  the 
course  of  this  examination. 

The  company  is  prompt  in  the  payment  of  claims  and  does  not 
unwarrantably  resist  or  compromise  them ;  in  fact  it  has  been 
many  years  since  a  claim  was  either  resisted  or  compromised. 

Interest  Refunded  on  Loans  Cancelled  by  Death 

There  appears  to  be  no  fixed  date  to  which  interest  is  charged 
on  loans  cancelled  by  death.  The  basis  used  is  one  of  mere 
assumption.  In  ascertaining  the  interest  to  be  refunded,  the 
company  computes  the  interest  upon  the  date  of  notification  of 
death,  assuming  that  it  will  take  approximately  so  many  days  to 
receive  satisfactory  proofs  and  then  a  few  more  days  to  receive 
releases  properly  filled  out  and  executed,  and  charging  interest 
upon  the  above  assumption  to  the  date  it  is  expected  the  receipt 
will  be  received.  It  is  therefore  clearly  seen  that  the  above 
method  may  work  either  to  the  advantage  or  disadvantage  of  the 
beneficiary. 

A  liability  item  of  $109.84  has  been  charged,  which  represents 
unearned  interest  due  and  unpaid  on  loans  cancelled  by  death. 
In  accordance  with  instructions  received  from  the  board  of  man¬ 
agers,  the  president  of  the  branch  office  has  held  the  above  amount 
awaiting  claim  thereto  by  the  insured's  estate,  it  being  assumed 
that  in  cases  where  the  wife  is  beneficiary  that  the  unearned 
interest  was  the  rightful  property  of  the  estate  of  the  insured. 
Consequently,  no  effort  has  been  made  to  find  out  whether  the 
insured  had  an  estate,  and  whether  the  proceeds  might  be  given 
to  the  beneficiary.  The  president  informs  your  examiner  that  he 
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will  write  to  tlie  beneficiaries  in  these  cases  and  those  that  may 
follow,  to  notify  them  that  there  is  a  certain  amount  of  unearned 
interest  which  the  estate  mav  claim. 

e/ 


Deferred  and  Uncollected  Premiums 

Due  and  deferred  premiums  were  listed  from  the  premium 
cards,  and  the  net  premium  computed  for  each  policy.  The 
gross  premiums  now  charged  are  as  follows:  Eor  combined-term 
and  life  or  limited-payment  life  policies,  the  actuaries’  experi¬ 
ence  4  per  cent,  net  premiums  without  loading ;  for  policies  issued 
without  the  combined  term  feature,  the  actuaries’  experience 
4  per  cent,  net  premium  loaded  10  per  cent.  The  gross  premiums 
charged  were  rated  for  the  younger  age  at  issue. 

Surrender  and  Paid-up  Values 

All  the  policy  contracts  of  this  company  contain  a  clause  waiv¬ 
ing  the  provisions  of  section  88  of  the  Insurance  Law.  The  rules 
and  methods  applied  by  the  company  in  ascertaining  surrender 
and  paid-up  values  differ  with  the  various  forms  and  issues  of 
policy  contracts.  By  applying  the  rules  and  methods  of  the 
company  it  was  found  that  the  computations  were  correctly  made. 

Salaries  of  Officers  and  Trustees 

The  officers  and  trustees  of  the  company  and  their  compensa¬ 
tion  follows : 

President  —  L.  I.  Dubourcq,  $4,000. 

Secretary  and  Treasurer — A.  W.  C.  Pilgrim,  Jr.,  $1,560. 

Trustee  —  Benjamin  Barker,  $600. 

Trustee  —  W.  North  Duane,  $600. 

Conclusion 

All  the  policies  of  this  company  were  issued  on  a  non¬ 
participating  basis.  On  the  date  of  this  examination  there  were 
1,208  policies  in  force  representing  $3,410,121  outstanding 
insurance. 

Although  the  management  has  endeavored  to  reduce  to  a 
minimum  its  running  expenses,  by  prudent  economies,  the  loading 
which  is  approximately  3  per  cent,  of  the  premium  income  is 
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not  sufficiently  large  to  enable  the  company  to  make  a  gain  from 
this  source.  At  present  mortality  and  interest  constitute  the 
principal  sources  of  gain.  It  is  apparent  in  view  of  the  fact  that 
this  company  is  no  longer  writing  new  business,  that  it  is  only  a 
question  of  time  before  the  gradual  decreasing  gain  from  interest 
and  mortality  will  be  increasingly  offset  by  the  running  expenses, 
resulting  in  an  ultimate  depletion  of  its  surplus. 


THE  POSTAL  LIEE  INSURANCE  COMPANY 

New  York,  N.  Y. 

Examination  on  condition  as  of  June  30,  1912. 

Report  dated  December  12,  1912. 

Superintendent's  memorandum  dated  December  16,  1912. 

Chief  Examiner :  Nelson  B.  Hadley. 

Assistant  Examiners :  Smith ,  Derrick ,  Finkelstone,  Feder, 
German,  Kircligessner ,  Kirker,  Norton,  Sanders,  Streeter,  Wood. 

Memorandum  in  Respect  to  the  Examination  of  the  Postal 

Life  Insurance  Company 

The  examination  of  the  Postal  Life  Insurance  Company  has  ex¬ 
tended  over  a  several  months’  period  of  time,  and  it  was  found 
desirable,  after  part  of  the  work  was  completed,  that  the  examina¬ 
tion  should  be  brought  up  to  June  30th,  so  as  to  get  the  results 
of  the  combined  company  for  as  long  a  time  as  was  feasible.  The 
examination  has  shown  that  the  method  of  writing  insurance  by 
mail  brings  the  policyholder  in  communication  with  the  home 
office  of  the  company.  The  company  is  free  from  litigation  aris¬ 
ing  from  questions  with  its  own  Postal  policyholders.  The  litiga¬ 
tion  it  has  now  in  hand  is  practically  all  taken  over  from  the 
Provident  Savings.  There  is  merit  in  the  health  work  of  the 
medical  department,  not  only  to  the  company  and  its  policyhold¬ 
ers,  but  to  the  general  public  as  well.  Notwithstanding  unusual 
expenses  in  1912  for  betterment,  the  company  has  sustained  no 
actual  loss  in  surplus  since  its  last  annual  statement,  other  than 


730 


Reports  on  Official  Examination 


that  created  by  the  change  in  the  method  of  reserves  and  account¬ 
ing,  and  the  elimination  of  certain  items  which  were  reported  as 
admitted  assets  in  such  statement.  Applying  the  same  method  of 
reserves  and  accounting  to  the  two  companies,  as  of  the  date  of  the 
reinsurance,  as  is  applied  now,  gains  have  #been  made.  It  is 
claimed  by  the  company  that  there  has  been  an  increase  in  surplus 
since  June  30,  1912,  and  up  to  December  1,  1912,  of  $40,068.22. 

The  report  shows  that  there  has  been  a  general  improvement  in 
the  condition  of  the  company  and  a  number  of  improvements  in 
the  handling  of  the  business  and  the  treatment  of  the  various  ques¬ 
tions  which  arise  out  of  the  large  amount  of  reinsured  business, 
such  as  occurs  in  this  company.  The  taking  over  of  the  business 
of  the  Provident  Savings  Life  Assurance  Society  by  a  company 
much  smaller  and  the  working  out  of  its  problems  was  a  difficult 
one.  The  real  estate  problem  has  been  and  is  the  most  important 
one  for  the  management.  The  organization  of  a  corporation  to 
take  all  the  real  estate,  except  the  home  office  building,  which  the 
law  allows  it  to  continue  to  hold,  under  which  arrangement  $80,- 
000  of  cash  is  put  into  the  company,  I  trust  is  the  beginning  of  the 
end  of  this  company’s  real  estate  problem. 


This  company  began  business  in  June,  1905.  Its  method 
adopted  for  securing  business  was  through  advertising  and  circu¬ 
larizing,  it  being  the  first  and  only  company  in  this  State  to  rely 
on  this  method  of  securing  business.  In  1908,  a  reinsurance 
agreement  was  entered  into  with  the  receivers  of  the  Mutual  Re¬ 
serve  Life  Insurance  Company,  whereby  a  portion  of  its  business 
was  taken  over  by  the  Postal.  In  1909,  the  business  of  the  Eco¬ 
nomic  Life  was  reinsured,  and  on  January  19,  1911,  the  business 
of  the  Provident  Savings  Life  Assurance  Society  was  reinsured 
cts  of  December  31,  1910. 

Different  conditions  and  problems  were  found  to  apply  to  the 
business  derived  from  the  various  sources.  The  separation  of 
business  more  particularly  applies  to  that  of  the  Provident  Sav¬ 
ings  Life  Assurance  Society.  The  same  office  methods  and  prac¬ 
tically  the  same  employees  have  been  continued  by  the  Postal. 
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Provident  Reinsurance  Contract 

The  Provident  Savings  report  to  the  insurance  department  on 
December  31,  1910,  shows  that  the  insurance  then  in  force,  trans¬ 
ferred  to  the  Postal  was : 

Ordinary .  $58,474,230 

Industrial .  39,430 

Total .  $58,513,660 


The  same  statement  shows  a  premium  income  for  the  year  1910 
of  $2,094,399.70,  and  assets  transferred  to  the  Postal  Life,  by  the 
terms  of  the  reinsurance  contract,  of  $9,854,027.20. 

The  Postal’s  report  of  December  31,  1910,  shows  that,  exclud¬ 
ing  the  Provident’s  business,  it  had,  at  that  time,  business  in  force 
amounting  to  $4,195,295.  Its  premium  income  for  1910  was 
$139,347.73,  and  its  admitted  assets,  less  the  amount  of  assets 
transferred  from  the  Provident  and  the  increase  by  adjustment 
of  book  value  of  such  assets,  were  $946,832.37.  This  figure  in¬ 
cludes  non-ledger  accounts  of  Provident  assets.  At  the  time  o± 
the  reinsurance  the  Provident  owned  real  estate,  as  reported  by 
the  Postal,  of  $3,875,563. 

A  copy  of  the  contract  of  reinsurance  is  attached.  As  a  further 
protection,  leading  stockholders  and  directors  of  the  Postal  en¬ 
tered  into  an  agreement,  guaranteeing  to  keep  it  (the  Postal) 
always  solvent,  and  pledging  their  personal  financial  resources  to 
that  end. 

The  Postal  has  been  and  is  securing  from  the  parties  in  interest 
the  execution  of  so-called  “  assumption  agreements.”  The  effect 
of  such  an  agreement  is  to  substitute  the  Postal  in  place  of  the 
Provident,  so  far  as  the  contractual  relation  between  the  parties 
is  concerned,  and  to  relieve  the  Provident  from  any  liability  on 
account  of  the  policy  contract  issued  by  it. 

Mutual  Reserve  Receivers’  Contract 

Reserve  and  impairment  liens:  June  1,  1908,  a  contract  was 
entered  into  between  the  receivers  of  the  Mutual  Reserve  Life 
Insurance  Company  and  the  Postal.  The  contract  provided  for 
an  application  to  the  Postal  Life  by  certain  Mutual  Reserve  policy- 
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holders  before  July  30,  1908;  surrender  of  their  policies  and 
issue  of  a  Postal  policy.  If  the  preliminary  requirements  were 
complied  with,  such  policy  must  issue.  It  might  issue  with  a 
reserve  lien  only,  or  subject  to  both  a  reserve  lien  and  an  impair¬ 
ment  lien.  The  reserve  lien  was  to  be  the  amount  of  the  mean 
reserve  calculated  to  have  accrued  on  Mutual  Reserve  policies 
June  30,  1908,  taking  into  consideration  as  a  reduction  of  this 
lien  net  premium  payments  to  the  receivers.  This  lien  was  of 
the  nature  of  a  loan,  bearing  interest  payable  yearly  in  advance 
July  1st,  and  is  a  proper  charge  upon  the  policy. 

In  such  cases  as  the  Postal  might  decide  were  not  satisfactory 
insurance  risks,  either  from  the  application  or  as  a  result  of  a 
medical  examination,  it  had,  by  the  agreement,  the  right  to  impose 
an  impairment  lien.  This  lien  was  to  be  the  amount  of  the  single 
premium  at  the  assured’s  attained  age  sufficient  to  purchase  the 
amount  of  insurance  taken  over  by  the  Postal,  less  the  amount  of 
the  reserve  lien.  This  impairment  lien  was  to  be  decreased  at 
the  end  of  each  year  by  the  amount  of  the  automatic  increase  of 
the  reserve  under  the  policy.  The  impairment  lien  did  not  bear 
interest,  was  not  endorsed  upon  the  policy  and  was  not  a  loan  or 
charge  against  the  policy,  except  in  case  of  a  death  settlement. 

It  appears  that  in  the  original  calculation  of  such  liens,  where 
the  anniversary  date  of  the  Mutual  Reserve  policy  occurred  after 
June  30th,  that  the  attained  age  used  was  a  year  higher  than  the 
actual  age,  thus  making  the  impairment  lien  larger  than  it  other¬ 
wise  wmild  have  been.  The  reduction  of  the  impairment  lien  is 
to  be  calculated  at  the  end  of  each  policy  year. 

Provident  Yearly  Renewable  Term  Level-rate  Policies 

From  1883  to  1888  the  Provident  issued  various  forms  of 
yearly  renewable  term  policies.  These  policies  in  many  respects 
resemble  assessment  policies.  They  provide  for  a  “  death  fund  ” 
and  a  “  special  reserve  ”  or  “  guaranty  fund.”  Some  of  the  earlier 
policies  provide  for  “  calls  ”  upon  the  policyholders  to  meet  death 
claims,  and  the  correspondence  in  some  of  these  cases  serves  to 
show  that  this  assessment  idea  was  carried  out  in  the  dealings 
with  the  policyholders. 
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Beginning  with  the  year  1888,  the  plan  of  the  yearly  term  poli¬ 
cies  was  changed.  The  general  theory  of  these  and  subsequent 
issues  which  were  known  as  “  level  rate  ”  or  “  Y.  R.  T.”  policies 
was  that  heavily  loaded  renewable  term  rates  were  to  be  charged. 
Any  portion  of  such  gross  rate,  less  a  specified  maximum  expense 
charge  (usually  $4.00  on  $1,000  insurance),  was  applicable  in 
settlement  of  death  claims.  The  amount  necessary  to  meet  any 
current  year’s  mortality  expense  was  called  the  “  death  fund.” 
The  balance,  if  any,  was  to  be  deposited  as  a  surplus  or  “  guaranty 
fund,”  so  called,  to  keep  level  the  otherwise  necessarily  increasing 
yearly  renewable  term  rates. 

This  class  of  policies  provide  for  a  yearly  renewal  of  the  policy 
at  an  increasing  rate  of  premium  as  the  age  of  the  insured  in¬ 
creased.  The  policy,  however,  contained  modifying  provisions  to 
the  effect  that  in  the  event  of  the  experience  of  the  company  show¬ 
ing  that  the  mortality  cost  of  any  one  year  was  less  than  the  in¬ 
surance  portion  of  the  premium  for  that  year,  this  excess  over 
the  actual  cost  should  be  deposited  in  a  surplus  or  guaranty  fund 
to  be  used  as  credits  in  succeeding  years  to  keep  level,  if  possible, 
the  otherwise  increasing  premiums. 

It  is  evident  that  it  was  the  intention  to  base  this  excess 
on  the  maximum  premium  collectible  in  each  year,  as  it  should  not 
matter  to  the  company  whether  all  of  such  premium  were  paid  by 
the  policyholder  in  cash,  or  part  in  cash  and  the  balance  from 
funds  carried  forward  from  previous  years’  favorable  experience. 
As  a  matter  of  fact,  the  company  did  take  into  its  premium  in¬ 
come,  until  the  year  1910,  the  maximum  premium  at  attained  age, 
the  guaranty  fund  being  charged  with  the  credit  on  the  premium 
necessary  to  make  up  the  difference  between  the  cash  collected 
and  the  maximum  premium. 

In  practice,  the  Provident  seems  to  have  allowed  a  greater 
amount  of  credit  than  was  justified  by  its  mortality  experience 
and  to  have  collected  a  smaller  cash  premium  than  was  sufficient 
to  cover  the  mortality  cost  of  the  year  for  which  it  was  collected. 
This  practice  resulted  in  excessive  charges  against  the  surplus  or 
guaranty  fund  or  an  overdraft  against  such  fund  from  other  funds 
of  the  company. 
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The  mortality  experience  on  these  policies  for  the  year  1911-12 
has  been  within  the  maximum  insurance  portion  of  the  premiums. 

The  company’s  position  is  that  the  experience  of  each  policy, 
since  its  issue,  should  be  calculated ;  that  the  mortality  cost  for 
each  year  should  be  set  up  against  the  cash  premium  actually  col¬ 
lected  for  that  year;  that  the  resulting  surpluses  or  deficiencies 
from  each  year  should  be  applied,  the  one  against  the  other ;  that 
the  net  surplus  or  net  deficiency  thus  obtained  through  a  series  of 
years  should  be  the  starting  figure  from  which  future  calcula¬ 
tions  under  the  policy  should  be  made. 

Twenty-five  Per  Cent.  Guaranty  Fund 

A  schedule  is  filed  with  this  report,  giving  the  renewal  provi¬ 
sions  in  the  participating  yearly  renewal  term  policies  issued 
from  1883  through  1899. 

The  first  of  these  policies,  that  of  1883,  provides  for  a  special 
reserve  fund  which  may  be  used  — 

(1)  To  make  good  any  possible  deficiency  in  the  death  fund; 

(2)  To  lessen  mortuary  payments  (premiums); 

(3)  After  ten  years,  on  the  surrender  of  the  policy,  “the  full  share  of 
the  accumulated  reserve  fund  thereon  may  be  applied  to  the  purchase  of 
paid-up  insurance  in  this  society”. 

The  “  mortuary  call  ”  policies  of  1883-4  provided  for  25 
per  cent,  of  the  insurance  portion  of  the  premium  to  be  de¬ 
posited  or  invested  for  a  guaranty  fund  “  additional  to  the  capital 
as  a  further  protection  to  policyholders.”  The  full  share  of  the 
guaranty  fund  thus  provided  for,  after  ten  years,  might  be  applied 
as  designated  in  the  policy. 

The  mortuary  policies  of  1886  and  1885  are  similar  in  essen¬ 
tial  details. 

The  “  mutual  ”  policies  of  1887-8  are  radically  different  from 
the  foregoing.  These  forms  provide  that  25  per  cent,  of 
premium  shall  be  deposited  or  invested  a  as  a  guaranty  fund.” 
u  The  surplus  amounts  thus  contributed  ”  after  ten  years  are  to 
be  applied,  etc. 

The  Y.  R.  T.  forms  218,  219,  225  and  224  of  1888-9  are  essen¬ 
tially  similar,  differing  only  in  the  provisions  as  to  application  of 
the  “  surplus  of  amounts  thus  contributed.” 

The  following  schedule  of  yearly  renewable  term  business  of 
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the  Provident  in  force  December  31,  1911,  has  been  prepared  and 
submitted  by  the  company : 


Issue 

1883 
1883] 

1884 

1885  | 
1886J 

1887  ^ 
1888 1 

1888  ^ 
1889j 

1889 
1890] 

1890  i 
1891J 
1894 
1897  l 
1899  j 


Form 

Calls . 

Mortuary . . 

Mutual  .  . . 

f  2 1 8 1 

Y  B  T  J219l  .  . 

•  j 224  | 

l223J 

L.  R.  235/240  .  .  .. 

L.  R.  263/312  .  . .  . 

L.  R.  361  . 

L.  R.  501  . 

Y.  R.  T. — Non-Par. 


Policies 


7 

$23,000 

106 

359,250 

88 

253,500 

215 

570,225 

179 

519,  500 

1,  113 

2,  691,  870 

318 

762,000 

48 

124,500 

102 

280,245 

2,176  $5,584,090 


Reserve 

The  actuarial  records  of  the  Provident  Life  seem  to  be  suffi¬ 
cient.  The  records  as  presented  were  a  complete  whole. 

As  reported  by  the  company  December  31,  1911,  there  were 
23,428  Provident  policies  in  force,  and  2,455  Postal  policies  (in¬ 
cluding  Mutual  Reserve  and  Economic  business). 

In  computing  the  reserve  as  of  June  30,  1912,  all  policies  dated 
during  the  first  six  months  of  the  year,  January  through  June 
inclusive,  were  valued  as  of  December  31,  1912,  and  all  policies 
dated  from  July  through  December  inclusive,  as  of  December  31, 
1911.  A  small  change  was  made  on  account  of  reinsurance.  The 
reserve  as  made  up  by  the  company  was  decreased  by  $15,000  on 
account  of  two  matured  endowments.  The  full  reserve  was  car¬ 
ried  by  the  company  on  these  policies,  although  the  same  had  been 
paid  prior  to  June  30,  1912. 

Postal:  The  insurance  of  the  Postal  section  of  the  company 
may  be  divided  into  three  subdivisions : 

1.  Postal. 

2.  Mutual  Reserve. 

3.  Economic. 
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Prior  to  this  examination,  the  applications  were  not  numbered, 
but  filed  alphabetically.  Similarly,  correspondence  was  filed 
alphabetically.  This  system  has  since  been  changed,  all  corre¬ 
spondence  relating  to  a  policy  being  filed  with  the  application  and 
the  latter  arranged  by  policy  number. 

The  Postal  and  Mutual  Reserve  business  is  kept  in  a  policy 
register  showing  name,  address,  age,  kind,  amount,  etc.,  and  a 
column  for  discontinuance  or  revival.  The  original  Economic 
register  is  maintained  for  that  business.  Prior  to  this  examina¬ 
tion  no  fact  slips  were  prepared  showing  the  surrender  values  of 
policies  issued,  nor  in  the  case  of  earlier  policies  was  there  any 
form  number  on  the  application  which  would  serve  to  identify 
the  policy  issued  with  any  of  the  various  forms  issued  by  the 
company  from  time  to  time.  Pact  slips  of  surrender  values  are 
now  filed  with  applications  of  current  issues  and  the  same  are 
being  prepared  for  prior  issues  now  in  force. 

1.  Mutual  Reserve. —  It  was  found  that  the  values  contained  in 
the  original  Mutual  Reserve  policies  and  transferred  to  the  Postal 
Standard  form  policies  issued  in  exchange  were  greater  than  the 
reserves  carried  would  provide,  either  in  respect  to  (a)  Loan 
values,  or  (b)  Extended  insurance. 

This  was  called  to  the  attention  of  the  company.  Policyholders 
have  been  communicated  with  and,  where  possible,  new  policies 
written,  containing  surrender  values  within  the  reserves. 

2.  Economic. —  In  this  class,  some  policies  contained  certain 
return  premium  features  not  provided  for  in  the  reserves  as  car¬ 
ried.  The  descriptions  in  the  state  sheets  were  corrected  and 
the  policies  properly  valued  by  the  Actuarial  bureau. 

3.  Postal. — The  Postal  has  effected  the  exchange  of  certain 
Provident  policies,  issuing  its  own  in  place.  The  Postal  policies 
are  issued  at  current  age  and  dating.  When  issued  upon  a  satis¬ 
factory  medical  examination,  the  regular  Postal  policy  is  used 
and  the  business  treated  as  original  Postal  issues. 

If  the  examination  was  not  satisfactory,  or  none  made,  a  special 
form  of  policy  issues.  This  business  is  kept  in  a  separate  class 
but  treated  as  new  business  and  valued  on  the  select  and  ultimate 
basis.  In  the  earlier  policy  forms  the  provision  for  the  first  year 
guaranteed  “  initial  non-agency  saving  ”  was  not  indorsed  upon 
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or  made  part  of  this  policy  contract.  This  has  been  called  to  the 
attention  of  the  company  and  these  policy  contracts  now  contain 
the  entire  contract.  This  “  savings  ”  amounts  to  about  80  per 
cent,  of  the  first  year's  guaranteed  dividend  paid  to  new  policy¬ 
holders  taking  out  policies  in  the  ordinary  way  after  a  medical 
examination.. 

Inasmuch  as  these  are  not  freshly  selected  risks,  the  reason 
upon  which  the  select  and  ultimate  method  is  based  does  not 
apply.  For  the  purposes  of  this  examination  the  company’s  basis 
of  valuation  has  been  adopted. 

As  of  June  30,  1912,  the  Postal  reserves  were  computed  in  the 
same  way  as  that  used  in  reference  to  the  Provident  business. 


Claims 


The  various  items  of  claim  liability  as  of  June  30,  1912,  were 
as  follows : 


Department 

Death  Claims  in  Process  of  Adjustment .  $38,  850  00 

Incurred  —  no  proofs .  93,401  08 

Resisted .  46,406  03 

Incorrect  settlements : 


a.  Postal  —  one  case  since  paid..  $599  00 

b.  Provident  —  one  case  since 

paid .  11,795  00 

-  12,394  00 


Interest  on  reserve  liens  not  refunded  claimants.  94  36 

Impairment  liens  overcharged .  602  00 


Company 

$38,850  00 
95,  700  00 
43,778  00 


The  examination  of  claims  included  a  check  of  all  claims,  Pos¬ 
tal  and  Provident,  paid  during  1911,  and  all  claims  outstanding 
December  31,  1911.  This  examination  was  continued  through 
June  30,  1912,  and  a  schedule  of  claim  liabilities  prepared  as  of 
that  date. 

Provident :  When  notice  of  claim  is  received,  a  fact  slip  is  pre¬ 
pared  to  show  that  the  policy  was  in  force  at  the  time  of  death, 
what  indebtedness  or  deferred  premiums  exist  against  the  policy, 
etc.  If  found  to  be  in  force,  the  claim  is  entered  in  the  order  of 
its  receipt  as  a  “  claim  incurred  ”  in  the  claim  register.  When 
.  satisfactory  proofs  have  been  received  the  claim  is  ready  for 
payment ;  a  check  is  drawn,  the  claim  entered  under  “  claims 

24 
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paid/’  and  it  is  given  a  claim  number.  The  check  is  not  sent  out 
until  a  satisfactory  release  has  been  executed  by  the  claimant  and 
returned  to  the  company. 

“  Claims  incurred  ”  were  verified  from  the  policy  exhibit  rec¬ 
ord,  traced  into  the  “  claims  paid  "  and  the  claims  outstanding 
verified.  The  papers  and  vouchers  in  paid  claims  were  examined. 

When  a  notice  of  death  comes  in,  the  claim  department  sends 
to  the  actuary  for  the  value  of  the  policy.  Should  the  policy  be 
lapsed  and,  by  the  company  records,  no  value  attach,  the  claim¬ 
ant  is  so  notified  and  the  papers  filed  away.  If  any  question  be 
raised  by  the  claimant  as  to  the  lapse  or  value  of  his  policy,  the 
matter  is  handed  to  the  attorney  of  the  company,  but  not  until  he 
sends  notice  to  the  claim  department  of  the  existence  of  this  class 
of  claim,  does  such  claim  enter  into  the  claim  records.  It  would 
seem  desirable  that  a  permanent  record  of  all  death  notices  re¬ 
ceived  and  final  disposition  of  the  case  be  maintained  by  the  claim 
department  so  that  in  future  examinations  it  will  be  possible  to 
check  the  same. 

The  records  of  the  claim  department  seem  to  be  carefully  and 
intelligently  kept,  and  the  claims,  as  a  rule,  settled  within  a 
reasonable  time  and  according  to  the  facts  furnished  from  the 
other  departments  of  the  company.  One  incorrect  settlement  was 
found  in  the  Provident  cases  examined,  which  has  since  been  paid. 

Postal:  Early  in  the  year  the  settlement  of  Postal  claims  was 
consolidated  with  the  Provident.  Various  differences  between 
the  items  making  up  the  claim  liability  as  reported  December  31, 
1911,  and  those  of  the  examiners  were  found  to  exist.  As  of 
June  30th,  the  only  differences  were  in  regard  to  resisted  claims 
and  treatment  of  unpaid  interest  and  impairment  liens. 

Interest  not  refunded ,  $91.36:  This  represents  unearned  inter¬ 
est  on  Mutual  Reserve  reserve  liens  not  refunded  in  making  death 
settlements.  The  matter  has  been  called  to  the  attention  of  the 
company  and  such  refunds  are  hereafter  to  be  made  as  in  the  case 
of  interest  on  other  policy  loans. 

Impairment  lien ,  $602:  In  computing  the  amount  of  impair¬ 
ment  liens  to  be  deducted  in  claim  settlements,  it  was  formerly 
the  practice  to  take  the  amount  of  such  lien  at  the  end  of  the 
policy  year  previous  to  the  last  July  1st  before  the  death,  instead 
of  the  end  of  the  last  complete  policy  year.  This  method  has  now 
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been  changed  and  at  the  end  of  each  policy  year  the  impairment 
lien  will  be  computed  and  the  policyholder  notified. 

Schedule  F :  Schedule  E  calls  for  all  claims  for  death  losses  and 
all  other  policy  claims  resisted  or  compromised  during  the  year ; 
also  all  claims  for  death  losses  and  all  other  policy  claims  resisted 
and  not  paid.  The  schedule  as  prepared  by  the  company  for  De¬ 
cember  31,  1911,  was  checked  and  found  to  be  incomplete  both 
as  to  claims  compromised  during  the  year  and  claims  resisted  at 
the  end  of  the  year.  As  of  June  30,  1912,  the  company’s  liability 
on  account  of  resisted  claims  differed  from  that  found  by  the 
examiners. 

At  both  periods  the  report  of  resisted  claims  made  by  the  legal 
department  to  the  president  included  substantially  all  claims,  pay¬ 
ment  of  which  was  resisted  by  the  company.  Xot  all  of  these 
claims  have  been  reported  by  the  company  as  outstanding  nor  has 
liability  for  the  same  been  carried.  Two  of  such  claims  not  car¬ 
ried  December  31,  1911,  have  since  gone  to  judgment  against  the 
company.  A  third  claim  carried  at  a  reduced  amount  has  been 
settled  in  full. 

In  arriving  at  the  liability  on  account  of  resisted  claims,  both 
as  of  December  31,  and  of  June  30th,  subsequent  information  as 
to  settlements,  judgments,  etc.,  available  during  the  course  of  the 
examination  has  been  used. 

There  seems  to  be  some  difference  of  opinion  as  to  what  class  of 
claims  should  be  included  as  compromised  settlements.  The 
schedule  is  evidently  intended  to  include  all  claims  on  which  any 

«/  « J 

question  has  arisen,  and  also  payments  made  other  than  the  face 
amount  of  the  policy. 

Among  the  Provident  claims  settled  during  1911,  there  should 
have  been  included  certain  deductions  for  alleged  “  mortality  de¬ 
ficiency  ”  or  u  adjustment  due  to  error  in  dividend  estimate.”  In 
this  schedule  should  also  be  included  claims  pro  rated  by  reason 
of  suicide  clauses,  and  deductions  of  impairment  liens,  especially 
where  some  question  has  been  raised  by  claimants  as  to  the  pro¬ 
priety  of  such  deduction. 

Postal:  In  its  treatment  of  compromised  claims  in  Schedule  E, 
the  company  did  not  follow  any  one  rule.  It  included  some 
claims  where  deduction  was  made  for  misstatement  of  age,  and 

omitted  others :  it  included  a  claim  in  which  there  was  a  deduc- 
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tion  for  impairment  lien,  and  omitted  others;  it  omitted  claims 
which  were  settled  at  round  figures  where  claimants  had  objected 
to  deduction  of  impairment  liens. 

Resisted  claims:  As  in  the  case  of  compromised,  so  in  the  case 
of  resisted  claims,  there  seems  to  be  some  difference  in  the  prac¬ 
tice  as  to  what  to  include  under  this  classification.  It  would  cer¬ 
tainly  seem  to  include  (a)  such  cases  as  have  reached  the  hands 
of  attorneys,  even  though  suit  has  not  actually  been  commenced, 
and  (b)  such  cases  as  are  in  suit,  although  the  company  denies 
liability.  As  prepared  by  the  company,  December  31,  1911,  all 
claims  in  this  schedule  were  on  Provident  policies.  All  these 
cases  were  in  suit  and  with  but  one  exception,  all  were  in  judg¬ 
ment.  We  have  added  to  this  list  all  other  cases  found  to  be  in 
suit  when  the  examination  was  made,  and  certain  other  cases 
which  had  been  placed  in  the  hands  of  attorneys  for  collection. 

The  liability  on  account  of  resisted  claims  was  reported  by  the 
company  as  $43,778  and  by  the  department  as  $46,406.03.  As  of 
December  31,  1911,  the  Postal  reported  a  liability  on  account  of 
resisted  claims  of  $32,830.  This  was  made  up  of  six  claims,  all 
excepting  one  of  which  were  in  judgment. 

Postal:  Ro  resisted  claims  on  account  of  Postal  policies  were 
reported  as  of  December  31,  1911.  Of  the  claims  classified  bv 
the  examiners  as  resisted  at  that  time,  two  still  remain  unpaid. 
Of  the  two  cases  settled  in  1912,  one,  carried  by  the  company  as 
in  process  of  adjustment  for  $763,  was  paid  in  full,  $2,000.  The 
other,  carried  at  $1,884.84  was  compromised  for  $2,400  cash  and 
cancellation  of  reserve  liens  $144.  These  were  on  Mutual  Reserve 
policies. 

Conclusions:  The  systems  of  the  Provident  are  now  being  ap¬ 
plied  to  the  claims  of  both  branches.  The  resisted  cases  of  the 
Postal  as  of  December  31  and  subsequently  have  been  all  on  Mu¬ 
tual  Reserve  exchanges.  This  apparently  is  due  to  the  method  of 
keeping  the  record  of  the  impairment  liens,  and  failure  to  endorse 
same  on  the  policy  contracts. 

Since  the  completion  of  this  examination  a  committee  on  claims 
has  been  formed  to  consist  of  the  company’s  president,  medical 
director,  counsel  and  actuary.  Responsibility  for  the  settlement 
of  claims  will  hereafter  rest  with  this  committee. 
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Matured  Endowments 

A  check  and  examination  for  1911  and  the  first  six  months 
of  1912  were  made  of  the  Provident's  matured  endowments.  Poli¬ 
cies  maturing  since  the  reinsurance  with  a  distribution  period 
coincident  to  the  maturity  date  receive  nothing  on  account  of  sur¬ 
plus  earnings.  There  were  no  Postal  matured  endowments. 

Agents’  Contracts 

A  check  and  examination  were  made  of  agents’  contracts  and 
commissions.  Xo  new  business  is  now  being  written  by  the  Provi¬ 
dent.  About  150  agents’  contracts  still  require  payments  of  re¬ 
newal  commissions.  All  contracts  which  could  be  terminated  bv 

tj 

either  party  on  thirty  days’  notice  have  been  so  terminated. 
These  contracts  provide  that  in  such  event  a  portion  of  the  renewal 
commission  —  in  some  cases  one  per  cent,  of  the  premium,  in 
others  twenty  cents  per  $1,000  insurance  —  should  be  deducted 
as  a  collection  fee.  Such  deductions  are  being  made  in  the  case 
of  these  terminated  contracts. 

A  few  contracts  did  not  provide  for  termination  except  for  cer¬ 
tain  specified  reasons,  and  on  these,  therefore,  no  collection  fee  is 
deducted  by  the  Postal  from  renewal  commissions. 

Advisory  Agents’  Appointments  {“A.  A.  A/’)  :  Advisory  agents’ 
appointments,  or  Special  executive  agents,  were  made  in  1901  and 
1902.  In  1901,  Whitney  &  Carlton,  general  agents  of  the 
^Provident  in  Texas,  made  contracts  appointing  what  they  called 
“  special  executive  agents.”  Their  contract  with  the  Provident 
provided  for  an  extra  commission  of  two  dollars  per  $1,000  of  in¬ 
surance  in  force  at  the  end  of  each  year,  provided  a  certain  mini¬ 
mum  ($2,500,000)  remained  in  force. 

Whitney  &  Carlton  created  a  board  of  trustees.  To  this  board 
they  assigned  a  one-half  interest  in  this  special  commission,  which 
was  to  he  deposited  in  bank  in  the  states  of  Texas,  Oklahoma  and 
Indian  Territory,  and  distributed  by  the  board  of  trustees  accord¬ 
ing  to  the  trust  agreement.  The  Provident  recognized  this  as¬ 
signment  by  agreeing  to  pay  over  the  one-half  interest  to  any  bank 
or  person  designated  by  the  general  agents.  The  continuance  of 
these  payments  in  the  event  of  termination  of  the  contract  with 
the  Provident  was  assured  by  one  of  its  provisions  that  the  one 
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dollar  per  $1,000,  the  amount  assigned,  should  be  payable  for 
twenty  years  thereafter.  The  contract  between  the  general  agents 
and  the  insured  was  known  as  a  “  Trust  Fund  Certificate/’  The 
Provident  did  not  join  in  these  contracts,  nor  ratify  them,  except 
that  at  the  request  of  Whitney  &  Carlton,  it  agreed  to  compute  the 
earnings  each  year  and  deposit  one  dollar  per  $1,000  in  the  desig¬ 
nated  bank  to  the  order  of  the  board  of  trustees.  Payments  were 
discontinued  to  the  trustees  during  1910  or  1911.  It  is  claimed 
that  such  payments  are  in  effect  rebates. 

The  advisory  agents’  appointments  were  first  made  by  E.  W. 
Spicer  as  western  agency  manager  for  the  society.  These  con¬ 
tracts  were  subject  to  approval  and  confirmation  by  the  Provident. 
These  contracts  were  made  either  through  Spicer  or  the  general 
agents  until  about  1905. 

At  first,  amounts  of  payments  were  sent  by  the  company  to 
Spicer  and  paid  out  by  him  personally.  Later,  this  was  changed 
and  calculations  for  each  state  of  amounts  earned  were  made  by 
the  company  at  its  home  office.  The  amounts  so  apportioned 
were  deposited  in  the  name  of  Spicer,  or,  as  later,  in  the  name  of 
the  general  agent.  Checks  for  each  advisory  agent,  or  the  general 
agent,  were  then  prepared  for  signature  and  delivery.  In  more 
recent  years,  the  funds  were  paid  directly  from  the  home  office  to 
the  advisory  agent,  usually  by  credit  to  the  premiums  payable. 
The  last  of  these  payments  seems  to  have  been  in  March,  1911. 

In  order  to  provide  for  these  contracts,  the  renewal  commissions 
of  the  general  agents  in  the  states  where  the  advisory  appoint¬ 
ments  were  issued,  were  cut  from  seven  and  one-half  per  cent,  to 
five  per  cent.  This  five  per  cent,  is  the  renewal  now  being  paid 
by  the  Postal  on  such  business  in  force  in  those  states.  It  is 
claimed  by  the  company  that  the  contracts  are  illegal,  and  that  no 
liability  exists  because  they  are  in  effect  rebating.  LTo  liability 
has  been  set  up  by  the  department  on  account  of  these  contracts. 

Due  and  Uncollected,  and  Deferred  Premiums 

Due  and  deferred  premiums  were  listed  and  the  net  premium 
figured  on  each.  This  is  the  method  already  used  in  the  Postal 
branch  of  the  business. 
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Loans  and  Liens 

The  business  from  each  of  the  various  sources  making  up  the 
insurance  of  the  Postal  has  loans  and  liens  peculiar  to  itself. 

Provident  Savings 

The  Provident’s  loans  are  of  the  following  kinds: 

1.  Cash  or  policy  loans. 

2.  Automatic  loans. 

3.  Exchange  loans. 

4.  Premium  notes. 

5.  “  Blue  notes.” 

Cash  or  policy  loans:  The  policy  and  loan  agreement  are  filed 
together.  At  the  end  of  the  year  the  company  prepares  a  schedule 
arranged  numerically  by  policy  number  of  all  policies  upon  which 
one  or  more  loans  exist.  There  are  some  seven  thousand  policies 
upon  which  loans  were  outstanding  December  31,  1911.  All  loan 
agreements  were  examined  as  to  amount,  date  and  signature,  and 
checked  into  the  company’s  schedule.  A  test  check  of  signatures 
not  witnessed  was  made  into  the  applications.  Loans  cancelled 
or  paid  from  December  31,  1911,  were  traced  from  the  loan  reg¬ 
ister  through  the  journal  entries  to  the  cash  book  or  ledger. 

Automatic  loans:  Their  name  describes  these  loans.  If  a 
policy  would  otherwise  lapse  for  non-payment  of  premium  and 
there  is  sufficient  loan  value  in  the  policy  to  pay  the  premium  to 
the  next  anniversary  date,  a  loan  is  automatically  made  for  the 
amount  of  such  premium  and  the  policyholder  notified.  In  such 
cases  no  signature  of  the  insured  or  deposit  of  the  policy  is  neces¬ 
sary. 

The  physical  evidence  of  the  asset  of  “  automatic  loans  ”  con¬ 
sists  of  a  “  fact  slip  ”  prepared  by  the  company  showing  the 
details  of  the  transaction  and  a  copy  of  letter  sent  to  insured  to 
notify  him  of  the  loan.  Receipts  for  premiums  and  interest  thus 
paid  are  stamped  as  paid  by  automatic  loan  and  filed  with  the 
papers.  Although  not  in  the  contract  the  automatic  loan  clause 
in  some  cases  is  extended  to  include  unpaid  items  such  as  interest 
on  cash  loans  or  premium  notes,  and  principal  and  interest  of 
“  Blue  Hotes.” 

All  automatic  loan  papers  scheduled  by  the  company  were  ex¬ 
amined.  This  examination  included  tracing  the  various  loans  of 
premiums  and  interest  through  “  fact  slips  ”  and  correspondence 
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and  check  of  the  premium  receipts  so  paid.  As  automatic  loans 
are  provided  only  in  certain  contracts,  the  applications  were  also 
examined  as  to  form  number  of  the  policy  issued. 

Exchange  loans:  These  loans  were  made  chiefly  in  connection 
with  the  exchange  of  term  policies  to  life  or  endowment  contracts, 
the  new  policy  being  dated  back  and  an  exchange  loan  taken  for 
the  accrued  reserve  on  the  new  policy  in  excess  of  any  reserve  on 
the  old  policy.  In  some  cases  the  lien  or  loan  was  the  difference 
between  the  premiums  on  the  two  plans  selected.  These  loans 
were  checked  with  the  company’s  schedule. 

Premium  notes:  There  are  two  kinds  of  premium  notes;  “  one- 
third  ”  and  “  full  ”  premium  notes. 

The  one-third  notes  have  been  issued  since  about  1897.  As 
each  successive  premium -is  paid,  two-thirds  is  paid  in  cash,  and 
one-third  endorsed  upon  the  original  premium  note  to  indicate 
the  increased  indebtedness.  This  arrangement  is  not  according  to 
any  policy  provision,  but  seems  to  have  been  a  verbal  agreement 
made  when  the  policies  were  issued. 

Full  premium  notes  are  given  for  varying  periods  of  from  one 
to  twelve  months. 

When  not  paid  in  cash  interest  is  compounded.  Some  of  the 
notes  did  not  provide  for  such  compounding.  The  difference  in 
the  two  methods  was  calculated  and  found  to  be  so  small  that  no 
changes  were  made  on  account  thereof. 

Blue  notes:  The  “  Blue  notes”  are  premium  notes  given  in 
part  payment  of  premiums.  If  not  paid,  the  policy  is  cancelled 
as  of  the  date  of  the  premiums  for  which  the  note  was  given  in 
part  payment. 

Schedules  of  the  foregoing  policy  loans,  premium  notes,  etc., 
were  prepared  by  the  company  as  of  June  30,  1912.  These  sched¬ 
ules  were  arranged  by  monthly  due  date  and  separated  into  loans 
upon  which  interest  was  paid  in  advance  and  those  upon  which 
it  was  not  paid  until  earned.  These-  schedules  were  checked  by 
the  examiners  and  with  the  verification  as  of  December  31st  last, 
the  substantial  accuracy  of  the  ledger  figures  established  as  to  the 
amount  of  principal  outstanding. 

From  these  schedules  also  the  interest  items,  unearned,  accrued 
and  due  used  in  the  financial  statement,  were  derived. 
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Postal 

Policy  loans  or  liens  in  the  Postal  branch  are  divided  into : 

1.  Postal: 

a.  Cash  loans. 

b.  Automatic  loans. 

2.  Mutual  Reserve: 

a.  Cash  loans. 

b.  Reserve  liens. 

c.  Anticipated  surplus  notes. 

3.  Economic: 

a.  Cash  loans. 

b.  Premium  notes. 

Cash  loans:  Many  of  the  Postal  loans  are  made  without  re¬ 
quirement  of  deposit  of  the  policy  with  the  company.  Since 
June,  1911,  in  such  cases  a  form  of  endorsement,  approved  by 
the  insurance  department,  is  stamped  upon  the  policy.  Prior  to 
that  time  duplicate  loan  certificates  were  issued  —  one  to  be  re¬ 
tained  by  the  insured,  the  other  by  the  company. 

The  policy  loans  were  checked  with  the  company’s  schedule. 
Correspondence  and  signatures  were  examined  in  cases  taken  at 
random.  Loans  repaid  since  December  31,  1911,  were  traced 
into  the  ledger. 

Automatic  loans:  These  loans  are  somewhat  similar  to  the 
Provident  loans  except  that  the  premium  may  he  advanced  from 
month  to  month  rather  than  to  the  next  anniversary  date  of  the 
policy. 

Prior  to  this  examination  no  record  was  maintained  of  Postal 
automatic  loans.  The  premium  card  was  marked  as  extended 
insurance,  the  insured  notified  in  a  general  way  that  his  policy 
was  in  force  by  virtue  of  the  loan  clause  “  for  a  little  while.” 
The  amount  of  premiums  paid  by  loan  was  not  taken  into  income 
nor  the  loans  carried  as  an  asset,  neither  were  such  loans  properly 
figured,  so  that  policies  were  marked  out  of  force  which  should 
have  remained  in  force. 

Changes  have  been  made  in  these  particulars  and  these  loans 
are  now  to  be  handled  in  a  manner  similar  to  that  of  the  Provi¬ 
dent  except  that  the  premium  is  advanced  monthly.  As  of  June 
30,  1912,  these  loans  were  entered  upon  the  company’s  books. 

Premium  Notes:  The  Postal  accepts  no  premium  notes  in 
whole  or  in  part  payment  of  premiums.  The  Postal  Life  portion 
of  the  asset  “  premium  notes  ”  is  represented  by  notes  turned  over 
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to  the  Postal  in  connection  with  the  transfer  of  assets  incidental 
to  the  reinsurance  contracts  of  the  Postal  with  the  Mutual  Reserve 
receivers  and  the  Economic  Life. 

A  check  with  the  reserve  sheets  showed  that  all  those  Economic 
policies,  against  which  these  premium  notes  were  supposed  to  be 
issued,  had  terminated.  They  are,  therefore,  deducted  as  non- 
admitted  assets.  Xo  check  of  these  notes  as  of  June  30,  1912, 
was  made  as  the  notes  were  not  considered  an  asset. 

The  anticipated  surplus  notes  of  the  Mutual  Reserve  were  made 
in  connection  with  certain  20-payment  life  policies  issued  by  the 
Mutual  Reserve.  Although  deducted  from  the  reserve  lien,  and, 
therefore,  to  the  extent  deducted,  an  equitable  charge  against  the 
new  Postal  policy,  these  notes  are  not  a  lien  against  the  Postal 
policy,  and  are  deducted  as  a  non-admitted  asset. 

Mutual  Reserve  —  Reserve  liens:  These  reserve  liens  originated 
in  connection  with  the  exchange  of  Postal  for  Mutual  Reserve  poli¬ 
cies.  Policyholders  who  did  not  effect  an  exchange  of  their  poli¬ 
cies  pursuant  to  the  terms  of  the  receivers’  agreement  were  sub¬ 
sequently  circularized,  and  Postal  policies  issued  upon  full  medi¬ 
cal  examination.  The  reserve  liens  on  such  policies  were  known 
as  “  Exhibits  AA,”  “  C,”  “  F,”  “  FF,”  and  “  G.”  This  group  of 
reserve  liens  differs  from  those  provided  by  the  receivers’  agree¬ 
ment,  in  that  the  reserve  lien  is  the  three  per  cent,  reserve  for  the 
number  of  years  the  policy  had  been  in  force,  including  the  year 
of  exchange.  In  arriving  at  the  amount  of  lien  the  company  has 
figured  the  terminal  reserve  to  include  the  anniversary  next  after 
the  date  of  acceptance,  but  in  many  cases  has  also  collected 
premiums  in  cash  for  all  or  part  of  the  last  year  so  included. 

About  one  himdred  of  the  later  lien  certificates  indicate  onlv 

«/ 

the  provisions  for  the  imposition  of  the  reserve  lien  but  do  not 
contain  the  actual  figures. 

Xo  subsidiary  record  of  its  reserve  liens  was  kept  by  the  Postal. 
Schedules  or  lists  were  prepared  at  the  end  of  the  year  from  the 
liens  on  hand  and  the  balance,  as  shown  by  the  ledger,  forced  to 
agree  with  the  schedule.  Payment  of  these  liens  by  surrender 
values  did  not  enter  into  the  income  and  disbursements  of  the 
company,  but  is  now  being  entered. 

The  various  differences  found  to  exist  December  31,  1911,  in 
the  loan  and  lien  accounts  have  been  adjusted.  As  of  June  30. 
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1912,  the  ledger  accounts  of  these  loans  (excepting  the  Economic 
premium  notes  not  checked  by  the  examiners)  have  been  found 
to  be  substantially  correct  and  have  been  used  in  the  financial 
statement  of  this  report. 

Loans  in  excess  of  reserve:  In  addition  to  the  anticipated  sur¬ 
plus  and  Economic  premium  notes  deducted  as  non-admitted, 
there  has  also  been  deducted  the  sum  of  $2,864,  representing 
Provident  and  Postal  loans  and  liens  in  excess  of  the  reserve. 

Capital  Stock 

The  capital  stock  was  checked  from  the  certificate  stubs,  can¬ 
celled  stock  certificates  and  a  list  of  outstanding  shares  as  of  De¬ 
cember  31,  1911.  Ro  check  was  made  as  of  June  30,  1912. 

These  stubs  are  loose  and  bound  by  means  of  tape  into  binders, 
the  returned  certificates  being  attached  to  their  respective  stubs. 
From  the  returned  certificates  it  would  appear  that  each  certificate 
is  numbered  by  hand  when  issued.  A  more  satisfactory  check 
could  be  made  if  the  certificates  were  bound  in  permanent  form 
before  issue  and  numbered  so  that  there  would  be  more  assurance 
on  the  part  of  the  examiner  that  all  certificates  issued  could  be 
traced. 

Terminations 

Provident :  Provident  terminations  for  each  of  several  months 
were  checked  from  the  “  policy  exhibit  ”  record  and  surrender 
record  and  the  papers  in  the  cases  examined. 

In  cases  of  surrender  for  payment  of  a  loan  and  in  lapses,  any 
equity  remaining  and  not  demanded  by  the  policyholder  is  re¬ 
tained  by  the  company  and  applied  to  purchase  paid-up  insurance 
in  accordance  with  the  provisions  of  section  88  of  the  Insurance 
Law.  This  paid-up  insurance  is  carried  for  six  months  and  if  not 
applied  for  by  the  policyholder  the  reserve  is  then  credited  to  the 
surplus. 

In  the  case  of  settlements  of  policies  upon  which  there  is  a  loan 
no  unearned  interest  is  refunded  the  policyholder.  In  the  case 
of  non-payment  of  a  premium,  the  company  usually  writes  urging 
restoration.  If  the  Medical  Department  reports  favorably,  the 
case  is  followed  by  a  letter  offering  to  make  an  additional  loan  to 
cover  the  premiums  past  due.  If  undesirable  medically  the  matter 
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is  allowed  to  drop  so  far  as  the  company  is  concerned.  Applica¬ 
tion  by  the  insured,  however,  may  be  made,  medical  examination 
to  be  made  at  his  expense.  Ordinarily  a  health  certificate  only  is 
required  if  executed  within  three  months  of  lapse,  after  which  a 
medical  examination  is  prerequisite  to  restoration.  In  the 
majority  of  cases  the  company  pays  for  medical  examinations. 

For  the  six  months  ending  June  30,  1912,  the  reserves  released 
on  surrendered  and  lapsed  business  of  the  Provident  division  were 
$40,521.14  in  excess  of  the  surrender  values  paid  or  allowed  to 
the  holders  of  such  policies. 

Postal:  Prior  to  this  examination  no  policy  exhibit  or  sur¬ 
render  record  was  maintained  for  the  Postal  terminations.  Only 
those  cases  were  accounted  for  on  the  books  as  surrendered  upon 
which  surrender  value  was  paid  in  cash.  The  systems  in  use  in 
the  Provident  branch  have  now  been  adopted  in  the  case  of  Postal 
terminations. 

Insurance  by  Mail 

Under  this  heading  it  is  intended  to  include  the  writing  and 
handing  of  insurance  without  the  intervention  or  aid  of  agents. 
As  the  larger  part  of  such  business  must  of  necessity  be  done  by 
correspondence,  the  above  designation  is  used. 

Prior  to  January  1,  1911,  a  large  part  of  the  insurance  in  force 
of  the  company  had  its  origin  in  other  companies  which  employed 
the  agency  method.  Since  that  time  the  business  acquired  has 
all  been  direct, —  except  some  exchanges, —  and  derived  mainly 
through  advertising. 

The  Postal  Life  is  a  comparatively  young  company.  Practically 
all  criticism  of  methods  and  dealings  with  policyholders  applies, 
not  to  the  “  direct  ”  business,  but  to  the  reinsured  business  — 
Mutual  Reserve,  Economic  and  Provident  Savings.  The  direct 
method  places  a  greater  responsibility  upon  the  company,  dealing, 
as  it  does,  by  mail  with  its  policyholders. 

It  is  practically  impossible  at  this  early  stage  of  the  history  of 
the  Postal  to  arrive  at  the  ultimate  cost  of  securing  business  by 
its  direct  method.  Part  of  the  cost  of  advertising  should  be 
charged  to  old  business,  as  continued  advertising  has  a  tendency 
to  keep  up  the  confidence  of  policyholders  and  make  the  business 
persistent.  The  greater  part  of  the  expense  of  advertising,  how- 
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ever,  should  be  charged  to  new  business.  The  cost  of  advertising 
will  not,  of  necessity,  and  in  fact  has  not  increased  pro-rata  with 
the  new  business  written.  For  this  reason  any  one  year  is  not  a 
sufficient  basis  upon  which  to  attempt  to  draw  conclusions  as  to 
the  cost  of  securing  new  business  by  advertising.  For  the  year 
1911,  the  Postal  advertising  charges  were  $25,661.23 ;  the  new 
premium  income,  including  premiums  on  exchanged  policies,  was 
$26,577.67 ;  for  the  first  six  months  of  1912,  these  items  were 
respectively,  advertising — $18,492.24  and  new  premiums  — 
$48,871.51 ;  June  30,  1912,  there  were  unpaid  bills  for  advertising 
of  $1,128.11.  There  was  paid  in  addition  to  the  foregoing  $6,500 
on  account  of  Postal  medical  examinations  during  the  six  months. 

A  schedule  attached  shows  the  monthly  premium  income,  new 
and  renewal,  of  the  Postal  business  for  the  year  1911  and  the  first 
six  months  of  1912  and  also  the  advertising  expense  for  the  same 
period,  together  with  medical  fees.  The  acquisition  charges  for 
medical  examination,  etc.,  are  not  materially  different  from  that 
of  companies  operating  under  the  agency  system. 

Beginning  with  the  year  1910,  the  Postal  provided  in  its  con¬ 
tracts  for  guaranteed  “  commission  dividends.”  In  1910,  these 
dividends  were  nine  and  one-half  per  cent,  of  the  premiums  pay¬ 
able  at  the  end  of  the  policy  year.  August  7,  1911,  a  policy  form 
was  issued  providing  a  first  year  “  commission  dividend  ”  and  on 
renewals  a  further  guaranteed  dividend  of  nine  and  one-half  per 
cent.  On  ordinary  life  forms,  this  first  year  dividend  is  the 
present  value  of  assumed  mortality  gains  according  to  the  select 
and  ultimate  method  with  three  and  one-half  per  cent,  interest 
assumption.  This  is  the  amount  which,  in  addition  to  the  load¬ 
ing,  is  allowed  to  agency  companies  as  part  of  their  expenses  for 
securing  new  business  by  section  97  of  the  Insurance  Law.  On 
the  limited  payment  and  endowment  forms,  in  addition  to  the 
present  value  of  mortality  savings,  there  is  also  allowed  as  part 
of  the  first  year’s  guaranteed  dividend  the  difference  between  the 
loading  on  such  policy  and  that  of  an  ordinary  life  policy  of  the 
same  age  and  amount. 

The  following  tabulation  has  been  prepared  to  show  the  gross 
and  net  premiums  at  age  35  for  an  ordinary  life,  20  payment  life 
and  20  year  endowment  policy  for  a  thousand  dollars,  also  the 
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first  year's  or  “  Initial  ISTon-agency  Savings/’  and  the  amount  of 
the  gross  premiums  applicable  to  general  expenses : 


Ordinary  Life 


Gross  premium  .  $27  40 

Net  premium .  19  91 

Loading .  $7  49 


Present  value  assumed  select 
and  ultimate  mortality 
savings.  This  is  the  first 
year’s  guaranteed  commis¬ 
sion  dividend  on  ordinary 


life  policies  .  10  67 

Mean  reserve  .  7  18 


Age  35  —  $1,000 

Gross  premium  .  $27  40 

Mean  reserve  .  7  18 


Difference  .  $20  22 

Mortality  saving  payable 
as  first  year  guaranteed 
dividend .  10  67 


-Balance  applicable  to  meet 
ail  other  first  year’s  ex¬ 
penses  —  about  y3  gross 
premium .  9  55 


20  Payment 


Gross  premium  .  $36  66 

Net  premium  .  27  40 


Loading .  $9  26 

Ordinarv  Life  loading .  7  49 

v  O 


Excess  of  loading  20  pay¬ 
ment  life  over  ordinary 

life  .  $1  77 

Select  and  ultimate  assumed 

savings  .  10  48 


Life  —  $1,000 

Gross  premium  .  $36  66 

Mean  reserve .  15  01 


Difference .  $21  65 

Guaranteed  first  year’s  com¬ 
mission  dividend .  12  25 


Balance  applicable  to  meet 
all  other  first  year’s  ex¬ 
penses  —  about  gross 
premium .  $9  40 


First  year’s  guaranteed  com¬ 


mission  dividend .  $12  25 

Mean  reserve  .  15  01 


Gross  premium 
Net  premium  . 


Loading .  $10  52 

Ordinarv  life  loading .  7  49 

v  o 


Excess  loading  of  20  year  en¬ 
dowment  over  ordinary 

life  .  $3  03 

Present  value  assumed  mor¬ 
tality  savings  .  10  16 


First  year’s  guaranteed  com¬ 
mission  dividend .  $13  19 

Mean  reserve  .  28  30 


$50  64 
28  30 


Difference  .  $22  34 

First  vear’s  guaranteed  com- 

mission  dividend .  13  19 


Balance  applicable  to  meet 
all  other  first  year’s  ex¬ 
penses  —  about  y5  of  gross 
premium  .  $9  15 


20  Year  Endowment  —  $1,000 

.  $50  64  Gross  premium 

.  40  12  Mean  reserve  . 
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The  foregoing  calculations  show  that  at  age  35,  after  deducting 
the  first  year’s  reserve  and  first  year’s  guaranteed  dividend,  there 
remains  for  expenses  from  about  a  third  of  the  gross  premiums 
in  the  case  of  ordinary  life  policies  down  to  less  than  a  fifth  in 
the  case  of  twenty-year  endowments.  The  bulk  of  the  business  is 
on  the  ordinary  life  plan. 

In  this  connection  it  may  be  noted  that  section  97  of  the  In¬ 
surance  Law  provides  for  certain  limitations  to  expenses.  The 
main  item  of  expense  to  the  Postal  in  acquiring  its  business  is 
not  within  the  limitations  of  this  section  —  namely,  advertising. 

All  inquiries  about  insurance  are  first  referred  to  the  medical 
department.  If  approved,  the  inquiry  is  then  sent  to  the  corre¬ 
spondence  section.  A  folder  is  prepared  and  also  a  correspondence 
card,  which  shows  the  medium  whence  derived,  and  successive 
history  of  the  case  so  far  as  placing  the  policy  or  not.  If  rejected, 
a  rejection  card  is  prepared  and  filed  in  the  correspondence  sec¬ 
tion,  and  the  papers  in  the  case  turned  over  to  the  medical 
department. 

If  the  inquiry  is  marked  by  the  medical  department  to  follow 
up,  the  successive  steps  before  a  policy  issues  are  as  follows : 

(a)  Inquiries,  ensuing  upon  which  comes  the  follow-up; 

(b)  Signed  application  received; 

(c)  Illustrated  policies  sent; 

(d)  Medical  examination  and  inspection  of  risk; 

(e)  Approved  policy  written  and  executed; 

(f)  Premium  paid  and  official  acceptance  of  the  risk. 

Policy  in  force. 

When  an  application  is  secured,  a  sample  policy,  check  for 
medical  examination  fee  and  blank  are  mailed  the  prospective 
insurant.  The  check  for  the  examination  fee  provides  that  if 
not  used  within  thirty  days  from  date  it  shall  be  void.  A  special 
account  is  kept  on  which  these  checks  are  drawm.  If  the  premium 
is  paid  in  advance,  the  policy  goes  into  effect  when  executed ; 
otherwise  not  until  payment  of  first  premium.  The  policy  is 
dated  on  the*  day  executed  by  the  company,  unless  a  change  of 
age  would  have  occurred  between  that  time  and  the  date  of  the 
application. 
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The  paid  business  during  the  first  6  months  of  1912  amounted 
to  $1,463,200;  during  the  preceding  12  months  $966,873.  The 
annual  premiums  on  the  1911  issues  amounted  to  $23,658.05; 
for  the  six  months  to  $46,854.14. 

Copies  of  the  correspondence  ordinarily  used  are  filed  with  the 
report. 

In  connection  with  the  preparation  of  a  gain  and  loss  exhibit 
for  December  31,  1911,  an  examination  of  the  mortality  experi¬ 
ence  of  the  Mutual  Reserve,  Economic  and  Postal  groups  was 
made,  in  charge  of  Mr.  Ryan  of  the  Actuarial  Bureau  of  the  In¬ 
surance  Department.  This  examination  included  the  mortality 
for  the  years  1909,  1910  and  1911  of  the  three  groups.  The  busi¬ 
ness  involved  was  not  large,  but  the  results  seem  to  justify  the 
conclusion  that  this  class  of  business  derived  from  the  direct 
methods  of  the  Postal  is  of  a  very  high  order  from  a  mortality 
standpoint. 

Health  Bureau 

In  July,  1909,  the  health  bureau  was  established  by  the  Provi¬ 
dent  Savings  in  charge  of  Dr.  Fisk,  medical  director  of  that  com¬ 
pany.  Since  the  reinsurance  of  the  Provident  by  the  Postal,  the 
latter  company  has  taken  over  the  bureau  and  extended  its  bene¬ 
fits  to  its  own,  as  well  as  Provident  policyholders. 

The  purpose  of  the  bureau  is  to  assist  policyholders  in  detecting 
diseased  conditions  in  time  either  to  check  or  cure  them  by  proper 
medical  treatment.  It  is  in  charge  of  the  medical  department. 

The  activities  of  the  bureau  are  threefold:  (1)  bulletins,  (2) 
correspondence,  (3)  medical  examinations. 

Bulletins:  Bulletins  are  prepared  periodically  and  mailed  to 
policyholders.  These  bulletins  contain  information  regarding 
personal  hygiene,  prevention  of  disease  and  suggestions  as  to 
healthful  living.  Over  600,000  bulletins  have  been  distributed. 

Correspondence :  Policyholders  are  invited  by  the  company  to 
correspond  with  it  regarding  their  health.  Where,  from  such 
correspondence,  it  would  seem  desirable,  the  policyholder  is  ad¬ 
vised  regarding  matters  of  personal  hygiene  or  urged  to  seek  ap¬ 
propriate  medical  treatment.  The  bureau  itself  does  not  give 
medical  treatment  by  mail  or  in  any  other  way.  All  correspond¬ 
ence  is  filed  with  the  application  and  other  papers  of  the  policy. 
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2Iedical  examinations:  Each  policyholder  is  entitled  to  receive 
one  free  medical  examination  per  year.  Application  for  this  ex¬ 
amination  must  be  made  within  sixty  days  from  the  payment  of 
premiums.  The  examination  is  made  by  a  local  physician  desig¬ 
nated  by  the  company.  Report  of  such  examination  is  returned 
to  the  company’s  home  office  by  the  examining  physician. 

If  this  report  is  deemed  favorable  by  the  medical  director,  the 
insured  is  so  advised.  If  unfavorable,  the  insured  is  advised  to 
consult  his  family  physician,  the  latter  being  advised  of  the  im¬ 
pairments  ,  reported.  A  complete  statistical  card  record  of 
each  case  is  maintained  by  the  medical  department ;  also  a  register 
containing  in  condensed  form  the  particulars  of  each  examination. 

Up  to  December  31,  1911,  the  bureau  made  the  following  ex¬ 
aminations  : 

Examina-  Amount  Examina-  Amount 

tions  Re-  of  tions  of  Urinary 

quested  Insurance  Completed  Insurance  Analyses 

July  through  December, 


1909  .  523  $1,398,856  230  $637,732  267 

1910  .  1,349  3,295,000  680  1,676,500  789 

1911  .  1,449  3.108,000  686  1,514,000  812 


Totals .  3,321  $7,801,856  1,596  $3,828,232  1,868 


Number  of  Cases  Amount  of 

Reported  Impaired  Insurance 

July  through  December,  1909 .  70  $205,  500 


1910  .  284  764,000 

1911  .  241  529.500 


595  $1,499,000 


Of  these  impaired  cases,  321  or  53.9  per  cent,  were  unaware  of 
any  impairment  when  examined. 

The  expenses  of  the  bureau  as  compiled  by  it,  follow: 


1909  1910  1911 

Medical  fees  .  $1,  026  00  $1,  330  00  $1,372  00 

Printing  and  supplies  .  1,792  27  1.760  27  1,927  98 

Postage  .  1,650  00  1,396  45  1,873  23 


Salary  of  stenographer 


$4,468  27  $4,486  72  $5,173  21 

.  480  00 


$5.  653  21 
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Tlie  mortality  loss  among  the  risks  examined  by  the  health 
bureau  during  the  past  three  years  has  been  computed  by  the 
Central  Bureau  of  the  Medico-Actuarial  Mortality  Investigation 
as  follows : 

The  mortality  among  risks  reported  free  from  impairment  was 
29  per  cent,  of  the  American  Experience  Table  amounts,  and 
among  those  reported  impaired  was  99.6  per  cent,  of  the  Ameri¬ 
can  Experience  Table  amounts.  Many  of  the  members  of  both 
groups  were  advised  regarding  personal  hygiene  as  well  as  indi¬ 
cations  for  medical  treatment. 

The  bureau  is  in  touch  with  health  departments  and  other  wel¬ 
fare  agencies  throughout  the  country,  and  has  on  file  letters  from 
such  sources,  indicating  approval  of  and  co-operation  with  the 
company's  conservation  activities.  The  company  emphasizes  the 
fact  that  the  purpose  of  the  bureau  is  not  only  to  lower  the 
mortality  rate  but  also  decrease  its  lapse  rate  by  bringing  the 
policyholder  closer  to  the  company. 

The  company's  employees  are  required  to  undergo  a  medical 
examination  at  the  expense  of  the  company  once  a  year. 

Dividends  as  of  .June  30,  1912 

The  Postal  Life  issues  of  1905  and  1906  provide  for  the  allot¬ 
ment  and  distribution  of  surplus  at  the  end  of  the  fifth  year  and 
annually  thereafter. 

The  issues  of  1907  to  August,  1908,  were  all  non-participating. 

The  issues  of  September,  1908,  to  December  31,  1909,  were  on 
an  annual  dividend  basis. 

The  issues  of  January,  1910,  to  April,  1911,  provide  for  a  con¬ 
tingent  annual  dividend,  also  a  guaranteed  annual  dividend  of 
9%  per  cent,  of  the  annual  premium. 

The  issues  of  May,  1911,  and  subsequent  provide  for  a  con¬ 
tingent  annual  dividend,  a  commission  dividend  the  first 
year  and  a  guaranteed  annual  dividend  of  9%  per  cent,  of  the 
annual  renewal  premium. 

The  company  states  that  the  contribution  method  was  adopted 
for  the  distribution  of  the  contingent  dividend  and  that  each 
policy  was  charged  with  its  proportionate  share  of  expense  and 
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credit  was  given  for  the  amount  contributed  to  the  surplus.  The 
amount  of  these  contingent  dividends  was  ascertained  and  pay¬ 
ment  authorized  by  the  board  of  trustees,  a  check  was  then  drawn 
in  favor  of  Mr.  C.  W.  Brown,  Recorder,  Dividend  Account,  and 
deposited  in  the  Knickerbocker  Trust  Company.  Checks  were 
then  drawn  by  the  company  signed  C.  W.  Brown,  Recorder,  and 
sent  to  the  policyholders  entitled  to  receive  the  same,  with  state¬ 
ments  of  the  returns  of  the  policies  giving  the  convertible  options. 
Contingent  dividends  are  paid  at  one  time  or  in  the  case  of  the 
1912  dividend  at  two  different  dates,  irrespective  of  the  anniver¬ 
sary  of  the  policy. 

The  apportionment  of  contingent  dividends,  although  stated  to 
be  on  the  “  contribution  ”  plan,  could  not  be  checked  from  the 
company’s  records  or  working  sheets,  either  as  to  the  total  amount 
appropriated  or  the  percentages  applicable  to  various  ages. 

Guaranteed  annual  dividend  policyholders  entitled  to  a  contin¬ 
gent  and  guaranteed  dividend,  whose  guaranteed  dividend  has  not 
been  applied  on  premiums,  received  one  check  for  both  dividends. 
Guaranteed  annual  dividend  and  commission  dividend  policy¬ 
holders  who  made  inquiries  about  their  dividends,  received  their 
dividend  in  cash,  or  it  was  applied  to  pay  premiums  monthly, 
quarterly,  semi  or  annual,  or  applied  to  purchase  paid-up  insur¬ 
ance  or  left  with  the  company  to  accumulate  at  interest. 

The  policy  contract  provides  in  what  manner  the  guaranteed 
commission  dividends  may  be  applied.  If  the  policyholder  did 
not  elect  any  of  the  options,  the  guaranteed  commission  dividend 
was  held  bv  the  companv  as  a  credit  to  the  policvholder.  In  cases 
where  more  than  the  first  year’s  premium  had  been  paid,  no  credit 
was  made  or  liabilitv  carried  for  the  second  year’s  nine  and  one- 
half  per  cent,  commission  dividend  accruing,  unless  the  policy¬ 
holder  selected  an  option  as  to  its  application.  The  amount  in¬ 
volved  is  small.  Interest  was  not  credited  upon  the  dividends 
held  by  the  company  to  the  policyholder’s  credit. 

Dividend  card  record:  The  present  practice  of  recording  the 
payment  of  dividends  is  as  follows :  When  a  policy  is  issued  a  di¬ 
vidend  card  is  written  and  when  the  first  premium  or  partial  pay¬ 
ment  is  made,  the  company  enters  in  account  form  the  full  com¬ 
mission  dividend  as  a  liability. 
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Wlien  the  dividend  or  any  portion  thereof  is  applied  to  pay  the 
premium  on  the  policy  said  amount  is  entered  on  the  dividend 
card  as  debit  against  the  dividend  liability. 

When  the  dividend  is  applied  to  purchase  a  paid-up  addition 
the  amount  so  used  was  entered  as  a  charge  against  the  commis¬ 
sion  or  guaranteed  annual  dividend  liability  and  the  amount  of 
paid-up  stated.  These  paid-up  additions  were  not  carried  as 
additional  insurance  and  no  reserve  put  up  by  the  company  for  the 
same. 

When  the  dividend  is  paid  in  cash  the  amount  so  used  is  posted 
on  the  dividend  cards  as  a  charge  against  the  dividend  liability. 

On  the  issues  of  1905  the  first  annual  dividend  paid  in  1912 
was  about  4  to  8  per  cent,  less  than  the  5-year  dividend  paid  in 
1911. 

On  the  issues  of  1906  the  first  annual  dividend  paid  in  1912 
was  the  same  as  the  5-year  dividend  paid  in  1911. 

R o  contingent  dividend  has  been  apportioned  or  paid  on  issues 
of  1911  which  have  completed  their  first  policy  year. 

On  policies  terminated  during  1912  the  accrued  commission 
and  guaranteed  dividends,  amounting  to  $150. 48,  were  not  paid 
or  applied  on  premiums. 

Mutual  Reserve:  These  policies  were  written  on  the  Postal  Life, 
Yew  York  Standard  forms,  in  1908,  and  provide  for  annual 
dividends. 

It  is  stated  for  the  company  that  the  same  method  was  used  to 
ascertain  the  amount  of  the  dividends  payable  as  was  used  to 
ascertain  dividends  on  the  Postal  issues. 

The  payment  of  a  first  contingent  dividend  was  authorized  by 
the  board  of  trustees  early  in  1910,  checks  were  prepared  and 
sent  to  the  policyholders  regardless  of  date  of  issue  of  the  policy, 
except  that  premium  payments  equal  to  two  years  premiums 
were  required  before  policyholder  was  entitled  to  receive  the  first 
dividend.  The  policies  issued  with  an  impairment  lien  did  not 
receive  a  dividend. 

In  1912  the  company  held  several  dividend  checks  waiting  for 
the  insured  to  pay  interest  on  the  reserve  lien. 
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The  contingent  dividend  authorized  by  the  board  of  trustees 
early  in  1912  was  not  all  disbursed  prior  to  June  30,  1912,  and 
the  company  did  not  carry  any  liability  for  the  amount  so  author¬ 
ized  and  not  paid,  on  the  theory  that  no  liability  existed  until  due 
date  of  payment.  This  amount  is  $1,501.37. 

Provident  Savings  —  Coupon:  These  policies  were  issued  by  the 
Provident  Savings  and  provide  for  one-quarter  of  the  annual 
premium  every  third  year  as  a  guaranteed  dividend.  This  busi¬ 
ness  has  had  very  few  changes  during  the  past  six  months  and  the 
estimate  made  for  December  31,  1911,  was  used  for  June  30, 
1912. 

Provident  Savings-. —  Deferred  dividend  policies:  Provident 
Savings  policyholders  insured  under  deferred  dividend  policies 
maturing  in  1912  were  advised  by  the  company  in  a  form  letter 
that  no  dividend  fund  had  been  accumulated  from  which  a  dis¬ 
tribution  could  be  made  to  Provident  policyholders  carrying  divi¬ 
dend  bearing  policies. 

A  dividend  card  record  is  maintained  in  the  Actuarial  Depart¬ 
ment  showing  particulars  of  policy  and  the  convertible  options  at 
maturity. 

Inasmuch  as  the  Provident  Savings  Life  Assurance  Society  was 
undoubtedly  impaired  at  the  time  of  the  reinsurance,  no  surplus 
was  turned  over  to  the  Postal  to  distribute  as  dividends  to  Provi¬ 
dent  Savings  policyholders.  The  earnings  from  this  portion  of 
the  company’s  business  since  the  reinsurance  were  not,  during 
1911,  sufficient  to  justify  the  apportionment  of  any  dividends  to 
Provident  Savings  policyholders  for  1912. 


Pixaxcial  Statement 

A  check  and  examination  have  been  made  of  the  various  items  of 
income  and  disbursement,  assets  and  liabilities.  As  a  result  of 
such  check,  a  statement  has  been  prepared,  showing  the  income 
and  disbursements  of  the  company  for  the  eighteen  months’  period, 
January  1,  1911,  through  June  30,  1912,  both  inclusive;  also 
assets  and  liabilities  as  of  the  close  of  business  June  30,  1912. 
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Income 

First  year’s  premiums  on  original  policies 


without  deduction  for  commission  or  ex¬ 
penses,  less  $96.91  reinsurance .  $98,828  70 

Guaranteed  dividends  applied  to  pay  new  pre¬ 
miums  .  14,  771  52 

Surrender  values  applied  to  pay  first  year’s 

premiums .  3,282  82 


Total  first  year’s  premiums  on  original 

policies .  $116,883  04 

Dividends  applied  to  purchase  paid-up  insur¬ 
ance  and  annuities  .  84  48 

Surrender  values  applied  to  purchase  paid-up 

insurance  and  annuities .  70,958  66 

Consideration  for  supplementary  contracts  in¬ 
volving  life  contingencies  .  1,  723  00 


Total  new  premiums  . 

Renewal  premiums  without  deduction  for  com¬ 
mission  or  expenses,  less  $8,530.47  for  rein¬ 
surance  on  renewals  .  $2,722,371  64 

Dividends  applied  to  pdy  renewal  premiums..  8,589  68 

Surrender  values  applied  to  pay  renewal  pre¬ 
miums  . 814  39 

Credits  from  guaranty  fund  .  10,  427  85 

Automatic  loans  applied  to  pay  renewal  pre¬ 
miums  .  176  37 

Deduction  from  death  claims  to  pay  renewal 

premiums .  4  00 


$189,649  18 


Total  renewal  premiums 


2,742,383  93 


Total  premium  income . 

Consideration  for  supplementary  contracts  not  involving  life 

contingencies . 

Dividends  left  with  the  company  to  accumulate  at  interest.. 


Gross  interest  on  mortgage  loans .  $103,491  39 

Gross  interest  on  bonds  and  dividends  on  stock, 
less  $2,851.58  accrued  interest  on  bonds  ac¬ 
quired  during  1911  .  104,  966  86 

Gross  interest  on  premium  notes,  policy  loans, 

liens,  etc .  270,  272  60 

Gross  interest  on  deposits  in  trust  companies 

and  banks  .  5,673  65 

Gross  interest  on  other  debts  due  the  company. 

—  Miscellaneous .  1,992  33 

Interest  on  purchase  price,  Natatorium,  Waco, 

Texas .  2,  550  00 


$2,932,033  11 

12,240  00 
672  37 
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Gross  rents  from  company’s  property,  includ¬ 
ing  $39,691  for  company’s  occupancy  of  its 
own  building  .  $431,917  87 


Total  gross  interest  and  rents . 

From  other  sources: 

Accounts  payable,  increase  .  $4,929  31 

Sundry  bank  balances,  unpresented  checks....  618  73 

Quit  claim  deed,  Covington,  Ky .  315  65 

Deposit  to  guarantee  Completion  of  improve¬ 
ments  at  Hasbrouck  Heights  .  5,000  00 

Deposits  on  account  of  policies  ceased  or 

lapsed .  26  76 

Payment  on  Liddy  note .  37  02 

Columbian  half  dollars  .  6  00 


Gross  profit  on  sale  or  maturity  of  ledger  assets — -bonds.... 


Gross  increase  by  adjustment  in  book  value  of  ledger  assets 
—  bonds  . 


$920,864  70 


10,933  47 
456  05 

1,  183  58 


Total  income  .  $3,878,383  28 

Ledger  assets,  December  31,  1910 .  10,515,918  65 

Total . $14,394,301  93 


Disbursements 


Death  claims  . 

Additions . 

Health  claims  . 

Matured  endowments 


$1,721,460  32 
113,839  77 

-  $1,  835,  300  09 

.  35  00 

.  249,767  00 


Net  amount  paid  for  losses  and  matured  endowments 


Annuities  involving  life  contingencies . 

Settlement  of  policy  claims . 

Surrender  values  paid  in  cash  or  applied  in 

liquidation  of  liens,  loans,  or  notes .  $1,283,800  19 

Surrender  values  applied  in  liquidation  of  auto¬ 
matic  loans  .  296  90 

Surrender  values  applied  to  pay  new  premiums, 

$3,282.82;  to  pay  renewal  premiums,  $814.39.  4.097  21 

Surrender  values  applied  to  purchase  paid-up 

insurance  and  annuities  .  70.  958  66 


Dividends  paid  to  policyholders  in  cash  or  ap¬ 
plied  in  liquidation  of  liens,  loans  or  notes  $12.  547  92 
Dividends  applied  to  pay  renewal  premiums..  8,589  68 

Dividends  applied  to  pay  new  premiums .  14.  771  52 

Dividends  applied  to  purchase  paid-up  insur¬ 
ance  and  annuities  .  84  48 


$2,085, 102  09 
12,214  63 
2,700  00 


1,359,152  96 
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Dividends  left  with  the  company  to  accumulate 

at  interest  .  $384  31 

Credits  to  guaranty  fund .  10,427  85 

-  $46,805  76 


Total  paid  to  policyholders  .  $3,505,975  44 

Expenses  of  investigation  and  settlement  of  claims,  including 

$12,888.57  for  legal  expense .  13,050  13 

Paid  for  claims  on  supplementary  contracts  not  involving  life 

contingencies . *. .  15,054  88 

Commissions  to  agents,  less  commissions  on  reinsurance,  first 

year’s  premiums,  $7,741.02;  renewal  premiums,  $92,033.75..  99,774  77 

Commuted  renewal  commissions .  5,210  52 

Agency  supervision  and  traveling  expense  of  supervision,  ex¬ 
cept  compensation  of  home  office  supervision .  1,660  00 

Branch  office  expenses,  including  salaries  of  manager  and 

clerks .  6,  900  33 

Medical  examiners’  fees,  $13,673.26;  inspection  of  risks, 

$1,889.91  .  15,563  17 

Salaries  and  all  other  compensation  of  officers,  trustees,  di¬ 
rectors  and  home  office  employees .  148,977  52 

Rent,  including  $39,691  for  company’s  occupancy  of  its  own 

buildings  .  46,  939  67 

Advertising,  $45,127.56;  printing  and  stationery,  $24,290.20; 
postage,  telegraph,  telephone  and  express,  $21,509.66;  ex¬ 
change,  $311.85  .  91,239  27 

Legal  expense  .  4,480  17 

Furniture,  fixtures  and  safes  .  4,  854  07 

Repairs  and  expenses  (other  than  taxes)  to  real  estate .  178,398  05 

Taxes  on  real  estate  . 103,884  59 

State  taxes  on  premium  .  3,938  63 

Insurance  department  licenses  and  fees .  13  00 

Federal  corporation  tax  .  1,-463  82 

City  and  county  licenses  .  10  00 

Personal  property  tax  .  16  19 

Interest  on  mortgages  on  company’s  real  estate .  139,  125  00 

Traveling  expense  .  3,161  52 

Examination  expense,  $30.64;  auditing,  $2,000 .  2,030  64 

Expense,  unclassified  items  .  4,  393  45 

Hasbrouck  Heights  Co.,  return  of  deposit .  5,000  00 

Mutual  Reserve  liens  charged  off .  23,847  00 

Mutual  Reserve  assignments  charged  off .  15,000  00 

Policy  loans  charged  off .  7,867  14 

Economic  premium  notes  charged  off .  320  34 

Commission  on  sale  of  real  estate .  50  00 

Commission  for  leasing  Chicago  office .  50  00 

Commission  on  sale  of  mortgages .  457  50 

Account  of  properties  sold,  No.  3  E.  17th  street  and  80-82 

Wooster  street  .  676  07 
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Account  of  policy  17175  —  Farrell .  $34  81 

Gross  loss  on  sale  or  maturity  of  ledger  assets, 


Real  Estate  .  $1,500  00 

Bonds .  294  44 

-  1,794  44 

Gross  decrease  by  adjustment  in  book  value  of  ledger  assets, 


Bonds .  1,277  46 

Total  disbursements  .  $4,452,489  59 

Balance .  $9,941,812  34 


Ledger  Assets 

Book  value  of  real  estate . 

Mortgage  loans  on  real  estate . 

Loans  to  policyholders  on  this  company’s  policies  assigned  as 

collateral  . 

Premium  notes  on  policies  in  force . . . 

Book  value  of  bonds,  $1,492,575.68;  and  stocks,  $10,000 . 


Cash  in  company’s  office .  $2,069  84 

Deposits  in  trust  companies  and  banks  not  on 

interest  .  430  16 

Deposits  in  trust  companies  and  banks  on  in¬ 
terest  .  104,055  19 


$3,594,000  00 
1,421,500  00 

2,853,016  10 
267,  787  66 
1 , 502, 575  68 


-  106, 555  19 

Agents’  balances,  $152.67,  suspense  item  $8S.18 .  220  85 

Furniture,  fixtures  and  safes .  21,500  00 

Reserve  liens  on  Mutual  Reserve  polices .  152,660  07 

Guaranty  fund  . '. .  4,690  19 

Mortuary  fund  .  17,306  60 


Total 


$9,941,  812  34 


Non-Ledger  Assets 


Interest  due,  $1,968.75,  and  accrued,  $21,841.60, 

on  mortgages  .  $23,  810  35 

Interest  accrued  on  bonds .  21,461  33 

Interest  due,  $2,632.19,  and  accrued,  $26,900.29, 

on  premium  notes,  policy  loans  or  liens....  29,532  48 
Interest  accrued  on  contract  purchase  price, 

Natatorium,  Waco,  Texas .  850  00 

Interest  accrued  on  bank  deposits .  1,814  78 

Rents  due,  $6,935.59,  and  accrued,  $250 .  7,185  59 


Total  interest  and  rents  due  and  accrued .  84,654  53 

Net  uncollected  and  deferred  premiums .  193,500  90 

Unearned  premiums  on  fire  issurance  policies .  7,840  24 

Dividend  checks  returned  to  company  to  be  held  on  interest..  53  14 

Sale  price  of  real  estate  over  book  value .  65,000  00 


Gross  assets 


$10,292,861  15 
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Deduct  Assets  not  Admitted 


Furniture,  fixtures  and  safes .  $21,500  00 

Agents’  balances,  $152.67;  suspense  items,  $68.18  220  85 

Mutual  Reserve  anticipated  surplus  notes....  2,141  48 

Economic  premium  notes .  2,313  17 

Premium  notes  and  loans  on  policies  in  excess 

of  reserve  on  same  .  $2,  864  00 

Book  value  of  ledger  assets  over  market  value 
Real  Estate .  7,  437  00 


$36,476  50 


Total  Admitted  Assets 


$10,256,  384  65 


Liabilities 

Legal  reserve  on  policies  outstanding  June  30,  1912 .  $9,623,006  00 

Deduct  net  value  of  risks  reinsured .  14,961  00 


$9,608,045  00 

Reserve  to  provide  for  health  and  accident  benefits  contained 

in  life  policies  .  869  00 


Net  reserve  paid  for  basis  . 

Present  value  of  amounts  not  yet  due  on  supplementary  con¬ 
tracts  not  involving  life  contingencies . 

Liability  on  policies  cancelled  and  not  included  in  net  reserve. 


Claims  for  death  losses  in  process  of  adjust¬ 
ment  or  adjusted  and  not  yet  due .  $38,850  00 

Claims  for  death  losses  incurred  for  which  no 

proofs  have  been  received .  93,401  08 

Claims  for  matured  endowments  due  and  un¬ 
paid  .  1,  000  00 

Claims  for  death  losses  and  other  policy  claims 

resisted  by  the  company .  46,406  03 

Claims  on  which  insufficient  settlement  was 

made  .  12,  394  00 

Unearned  interest  not  returned  at  settlement..  94  36 

Insufficient  credits  to  impairment  liens .  602  00 


$9,608,914  00 

79,730  83 
9,  453  07 


Total  policy  claims  .  192,  747  47 

Due  and  unpaid  on  supplementary  contracts  not  involving  life 

contingencies  .  16  66 

Dividends  left  with  the  company  to  accumulate  at  interest  and 

interest  thereon .  736  10 

Premiums  paid  in  advance,  including  surrender  values  so 

applied .  7,281  80 

Unearned  interest,  $48,975.47,  and  rents  paid  in  advance, 

$1,114.66  .  50,090  13 

Commissions  due  agents  on  premium  notes  when  paid .  150  00 

Commissions  to  agents  due  and  accrued .  1,250  00 
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Salaries,  rents,  office  expenses,  bills  and  accounts  due  and 

accrued .  $12,  389  02 

Medical  examiners’  fees,  $74,  and  legal  fees,  $2,550,  due  and 

accrued .  2,  624  00 

Estimated  amount  heretofore  payable  for  federal,  $2,147.47, 
and  State  taxes,  $3,557.96,  based  upon  the  business  of  the 

period  of  this  statement .  5,  705  43 

Dividends  and  other  profits  due  policyholders,  including  those 
contingent  on  payment  of  outstanding  and  deferred  pre¬ 
miums  .  .  .  -  .  1,174  52 

Dividends  declared  or  apportioned  to  annual  dividend  policies 

payable  in  1912  .  9, 580  75 

Special  reserve  to  cover  excess  of  surrender  values  over  reserve 

on  Mutual  Reserve  policies  .  5,  619  00 

Accrued  interest  on  mortgages  on  company’s  property .  28,500  00 

Accounts  payable  .  12.  330  32 

Hatch  contract  liability  .  750  00 

Petty  cash  disbursements,  not  entered .  467  00 


$10,029,510  10 

Capital .  $100,000  00 

Unassigned  funds,  surplus .  126,874  55 

-  226,874  55 


$10,256,  384  65 


The  reinsurance  agreement  under  which  the  Postal  Life  Insur¬ 
ance  Company  took  over  the  insurance  of  the  Provident  Savings 
Life  Assurance  Society  became  effective  as  of  December  31,  1910. 
As  of  that  date  the  books  of  the  Provident  were  closed  and  Janu¬ 
ary  1,  1913,  entries  opening  the  new  accounts  were  made. 

March  31,  1911,  two  entries  were  made  in  the  journal,  whereby 
the  value  of  the  real  estate  was  increased  in  an  amount  of  $45,- 
409.92,  and  bonds  and  stocks  in  the  amount  of  $5,000.  The 
explanation  for  each  of  these  entries  was  that  the  real  estate  was 
taken  over  at  its  market  value  rather  than  book  value  and  the 
stock  of  the  Provident  Rational  Bank,  Waco,  Texas,  was  taken 
over  at  its  market  value,  $10,000,  rather  than  its  book  value, 
$5,000. 

Income 

Premiums:  In  the  Provident  branch,  the  premium  income  was 
checked  from  the  daily  home  office  reports,  premium  registers 
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(“  square  books”)  and  monthly  recapitulation  sheets  into  the 
agency  journal. 

The  Postal  premiums  were  checked  from  the  books  of  original 
entry  (daily  cash  book)  with  the  premium  cards  and  general 
cash  book. 

Rent:  The  company  reported  gross  rents  from  its  real  estate 
at  $441,334.07 ;  the  department  reported  $431,917.87.  In  check¬ 
ing  this  item,  recourse  was  had  to  tenants’  leases  when  such  existed. 
The  “  rent  book  ”  and  “  receipts  from  real  estate,”  books  of  orig¬ 
inal  entry,  were  verified  and  checked  into  the  cash  book.  Sched¬ 
ules  accompany  this  report,  showing  the  difference  in  rents  re¬ 
ceived  as  reported  by  the  company  and  the  examiners. 

Sundry  bank  balances  —  $618.73:  This  item  of  income  repre¬ 
sented  the  balances  in  several  banks  with  which  the  company  has 
ceased  doing  business.  These  balances  consisted  of  checks  drawn 
by  the  Provident  but  not  yet  presented  for  payment.  Some  of 
these  checks  had  been  outstanding  for  over  10  years.  At  the 
request  of  the  banks,  the  Postal  during  1911  drew  its  checks  for 
the  amounts  of  these  balances,  thus  closing  out  the  accounts. 

Quit  claim  deed )  Covington ,  Ky.  —  $315.65  :  The  records  of  the 
Provident  do  not  show  that  the  company  ever  was  the  owner  of 
this  property,  although  a  former  secretary  had  an  interest  in  it. 
The  above  amount  represents  a  payment  to  the  company  in  return 
for  its  execution  of  a  quit  claim  deed  to  any  interest  in  the  prop- 

ertv. 

*/ 

Other  items  of  income  do  not  require  special  discussion. 

Disbursements 

Death  claims:  A  check  of  all  claims  paid  for  the  eighteen 
months  was  made.  Cash  payments  were  verified  from  cancelled 
checks,  vouchers  and  the  papers  in  each  claim.  Deductions  and 
additions  were  also  checked  and  traced  into  the  income  and  dis¬ 
bursements  of  the  company. 

Settlement  of  policy  claims:  A  disbursement  item  has  been  in¬ 
cluded  in  the  examiners’  statement  on  account  of  the  settlement 
of  the  Majors  claim,  policy  TTo.  14734.  This  amount  represents 
the  settlement  of  a  suit  against  the  company.  It  was  erroneously 
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included  in  its  item  of  amounts  disbursed  on  account  of  legal 
expenses. 

Surrender  values:  The  amounts  disbursed  in  connection  with 
tJtie  surrender  of  policies  were  examined  and  checked  from  the 
papers  into  the  surrender  record  and  books  of  account. 

Dividends:  The  company  reports  the  amount  disbursed  for 
dividends  as  $36,377.91.  In  addition,  the  examiners  have  in¬ 
cluded  as  a  disbursement,  $10,427.85  on  account  of  guaranty  fund 
credits,  which  is  essentially  a  dividend  disbursement.  Ho  credits 
have  been  allowed  on  this  account  on  renewals  collected  since 
execution  of  this  reinsurance  contract. 

Investigation  and  settlement  of  claims:  The  amounts  disbursed 
as  above,  including  legal  expense,  were  verified  from  the  cash  book 
and  cancelled  voucher  checks. 

Legal  expense:  The  examiners  report  this  item  as  $4,480.17, 
and  the  company,  $5,834.12.  Schedules  showing  the  details  of 
these  differences  are  filed  with  the  report. 

Settlement  of  resisted  claim  $2,500:  This  item  does  not  appear 
in  the  company’s  statement.  It  represents  payment  under  policy 
Ho.  23323,  upon  which  suit  had  been  instituted  against  the 
company.  The  company  erroneously  included  it  as  a  part  of  legal 
expense. 

Furniture  and  fixtures:  The  amounts  reported  as  disbursed  by 
the  company  were  charged  off  to  profit  and  loss.  During  the  six 
months  of  1912,  the  asset  item,  Furniture  and  Fixtures,  was  in¬ 
creased  from  $9,000  to  $21,500.  This  increase  represents  the 
payment  by  the  Postal  to  the  Provident  Savings  of  $12,500  for 
the  furniture,  fixtures,  etc.,  of  the  latter  company. 

Repairs  and  expenses  ( other  than  taxes)  to  real  estate:  In  1911, 
the  company  increased  the  book  value  of  its  home  office  property, 
Ho.  35  Hassau  street,  by  $7,437.  This  increase  was  credited  to 
disbursements  on  account  of  expenses  and  repairs  to  real  estate. 
The  disbursement  item  as  reported  has  not  been  changed  in  this 
report.  The  increase  in  the  asset  item  has  been  deducted  as  a 
non-admitted  asset. 

Traveling  expense:  For  the  year  1911,  the  examiners  report 
this  item  as  $1,436.74,  which  is  $454.58  less  than  that  reported 
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by  the  company.  This  difference  is  due  to  the  transfer  of  two 
items  of  traveling  expense  to  legal  expense  settlement  of  claims. 

The  company  disbursed  $1,724.78  during  the  six  months  of 
1912.  This  was  largely  in  connection  with  its  efforts  made  to 
secure  from  Provident  policyholders  their  signature  to  agreements 
of  assumption  of  the  Postal  or  surrender  of  their  policies. 

Examination  and  auditing  expense:  This  disbursement  has  been 
subdivided  by  the  examiners  into  two  items.  Audit  expense  of 
$2,000  represents  the  amount  paid  S.  H.  Wolfe  in  1911  for  his 
audit  of  the  Provident  for  the  year  1910.  Examination  expense 
of  $30.64  is  the  amount  paid  the  New  York  Insurance  Depart¬ 
ment  in  1911. 

Policy  loans  charged  off  —  $7,867.14:  Suit  was  brought  against 
the  company  and  judgments  secured  upon  two  policies  for  the 
return  of  premiums  paid  and  interest.  The  amount  above  repre¬ 
sents  loans  upon  the  policies  in  suit  which  were  charged  off  on 
account  of  the  results  of  the  two  suits. 

Loss  on  sale  of  real  estate ,  $1,500:  Real  estate  of  the  company 
at  Owensboro,  Kentucky,  was  sold  during  1911  for  $2,500.  This 
was  one  of  the  parcels  taken  over  from  the  Provident  Savings. 
As  the  property  had  been  carried  at  a  book  value  of  $4,000,  the 
balance  was  charged  off  during  the  year. 

The  other  items  of  disbursement  do  not  require  discussion  or 
description. 

Real  Estate  Department 

The  real  estate  owned  by  the  company  in  New  York  City  was 
up  to  April  1,  1911,  in  charge  of  a  superintendent  and  three  real 
estate  agencies.  The  properties  at  Savannah,  Georgia,  and  Waco, 
Texas,  have  been  in  charge  of  local  agents.  March  4,  1911,  a 
real  estate  department  was  organized  under  the  supervision  of 
Mr.  F.  L.  Sheldon,  and  all  properties  placed  in  his  charge.  All 
leases  and  rentals  of  New  York  City  property  have  been  made 
through  this  department,  also  all  collections  of  rents,  etc.,  pur¬ 
chase  of  supplies,  and  contracts  for  repairs,  alterations,  etc. 

The  real  estate  department  maintains  its  own  accounting  sys¬ 
tem,  consisting  of  a  rent  book,  receipt  book,  disbursement  book  and 
ledger.  A  check  and  verification  of  the  accounts  of  this  depart¬ 
ment  was  made.  Also  the  local  agents’  accounts  from  Savannah 
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and  AYaco  were  verified.  Schedules  have  been  prepared  showing 
differences  in  income  and  disbursement  items  for  account  of  real 
estate.  The  manager  is  paid  upon  a  commission  basis.  These 
commissions  amounted  up  to  June  30,  1912,  to  $7,624.77. 

Disposition  of  real  estate:  The  Postal  Life  prior  to  the  Provi¬ 
dent  reinsurance  owned  no  real  estate.  It  took  over  from  the 
Provident  the  following  parcels : 


1.  Home  office  building .  $3,212,563  00 

2.  .Broadway  and  Spring  street .  1,700,000  00 

3.  80-82  Wooster  street .  160,000  00 

4.  3  East  Seventeenth  street .  225,000  00 

5.  One  Hundred  and  Sixth  street  and  Amsterdam  avenue..  170,000  00 

6.  511-15  West  One  Hundred  and  Twelfth  street  .  180,000  00 

7.  Savannah,  Georgia  .  80,  000  00 

8.  'Owensboro,  Ky .  4,  000  00 

9.  W7aco,  Texas  .  155,000  00 

10.  Natatorium  building,  Waco .  34,000  00 


Total . 

Subject  to  mortgages 


$5,920,563  00 
2,045,000  00 


Equity 


$3,  875,  563  00 


Parcels  3  and  4  were  sold  by  the  company  in  1911  at  the  value 
at  which  transferred.  Part  cash  was  paid  and  the  balance  in 
purchase  money  mortgages.  Parcel  8  was  also  sold  during  1911 
for  $2,500  cash. 

Parcels  5,  7  and  9  were  sold  .December  6,  1912,  to  the  Incas 
Realty  Company,  Incorporated.  The  sale  prices  of  the  three 
parcels  were  respectively  $170,000,  $80,000  and  $170,000. 

The  same  company  has  also  entered  into  a  contract  of  sale  for 
the  purchase  of  parcels  6  at  $180,000  and  2  at  $1,750,000,  title 
to  pass  on  Eo.  6,  July  1,  1913,  on  Eo.  2,  January  1,  1916. 

As  a  result  of  these  sales  and  contracts  by  January  1,  1916,  all 
the  real  estate  holdings  transferred  from  the  Provident  will  have 
been  disposed  of  except  the  Home  Office  Building.  Cash  to  the 
amount  of  $80,100  has  been  paid  on  account  of  the  sales  and  con¬ 
tracts  of  .sale  of  parcels  5,  7,  9,  6  and  2.  In  the  case  of  parcel  2. 
the  contract  of  sale  provides  that  the  realty  company  shall  at  once 
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take  over  the  management  of  the  property  and  guaranty  to  the 
company,  until  title  passes,  a  net  income  of  at  least  33/2  per  cent. 

Gain  and  Loss 

A  gain  and  loss  exhibit  has  been  prepared  for  the  18  months 
period  covered  by  the  hnancial  statement  of  the  report.  The 
hgures  used  at  tiie  beginning  of  the  period  and  those  at  the  end 
were  based  to  some  extent  upon  different  accounting  methods. 
This  applies  both  to  assets  deducted  as  not  admitted  at  the  end 
of  the  period  and  to  liabilities  formerly  not  carried  by  the 'Com¬ 
pany  or  increased  by  the  department. 

The  summary  of  this. exhibit  included  in  the  report  includes  the 
combined  business,  and  a  separation  of  the  Provident  and  Postal 
business.  In  setting  up  this  subdivision,  such  items  as  could  be 
directly  allocated  to -either  branch  were  so  treated.  In  other  cases 
the  items  were  pro  rated  either  in  the  ratio  of  the  premium 
incomes  or  reserves  of  the  two  branches. 

In  the  case  of  the  Provident  Savings  the  mortality  item  was 
taken  as  the  balancing  item;  for  the  Postal  the  loading.  The 
latter  business  is  in  large  part  new.  To  set  up  the  net  premiums 
upon  the  full  reserve  basis  while  valuing  the  business  by  the  Select 
and  Ultimate  method  would  result  in  unduly  decreasing  the 
amount  upon  which  gains  from  loading  are  derived  and  corre¬ 
spondingly  increasing  the  gain  from  mortality. 

Interest  items  were  pro  rated  upon  the  basis  of  reserves.  The 
decrease  in  surplus  from  interest  is  undoubtedly  due  to  the  real 
estate  transferred  by  the  Provident  Savings. 

The  decrease  in  surplus  from  dividends  attributable  to  the 
Provident  includes  an  item  of  $10,427.85  credits  to  guaranty 
fund  on  Y.  R.  T.  policies  in  1911.  The  maximum  cash  premiums 
on  this  class  of  policies  is  now  being  collected  as  explained 
elsewhere  in  this  report.  The  balance  of  Provident  dividends 
is  on  coupon  policies  and  is  a  guaranteed  dividend. 

The  Postal  dividends  include  payments  on  account  of  contingent 
and  guaranteed  dividends. 

The  nature  of  the  decrease  in  surplus,  u  Mutual  Reserve  Addi¬ 
tional  Reserve,  $5,619/’  has  also  been  explained  in  the  report. 
As  these  policies  are  rewritten  or  terminated  this  special  reserve 
will  diminish. 
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The  profit  and  loss  items  include  the  Mutual  Reserve  assign¬ 
ments  $15,000  and  Mutual  Reserve  reserve  liens  $23,847  charged 
off,  together  with  other  smaller  items. 

The  gain  from  real  estate  $65,000,  is  due  to  the  sale  of  certain 
parcels  of  real  estate  at  a  higher  price  than  at  which  transferred 
by  the  Provident  Savings  to  the  Postal. 

The  summary  for  the  eighteen  months  follows : 


Combined 

Provident 

Postal 

Gain 

Loss 

Gain 

Loss 

Gain 

Loss 

Loading 

$182,665  99 

$222,102  27 

$39,436  28 

Interest  . 

$137,886  19 

$135,237  26 

2^648  93 

Mortality . 

124,694  67 

155,870  54 

$31,175  87 

Annuities  . 

470  37 

470  37 

Net  gain  from  surrenders 

and  lapses 

154,778  63 

129,451  86 

25,326  77 

Dividends  to  policyholders . 

56,465  33 

14,829  87 

41,635  46 

Mutual  Reserve  Additional 

reserve 

5,619  00 

5,619  00 

Profit  and  loss . 

38,163  18 

1,004  16 

Mutual  Reserve  liens 

charged  off 

23,847  00 

Mutual  Reserve  assign- 

ments  charged  off  . 

15,000  00 

Economic  premium  notes 

charged  off . 

320  34 

Real  estate . 

65,000  00 

1,627  66 

61,587  50 

1,511  59 

3,412  50 

116  07 

Stocks  and  bonds . 

809  63 

828  33 

767  13 

784  84 

42  50 

43  49 

Assets  not  admitted .  . 

9,541  16 

9,040  25 

500  91 

Unearned  fire  insurance 

premiums 

87  41 

82  82 

4  59 

Loss  on  health  policies 

35  00 

35  00 

Surplus  increase 

28,776  69 

98,026  12 

Surplus  decrease 

69,249  43 

Total . 

$403,724  62 

$403,724  62 

$415,383  29 

$415,383  29 

$129,207  07 

$129,207  07 

Conclusion 

When  this  examination  was  commenced,  a  reorganization  of  the 
company’s  actuarial,  accounting  and  office  methods,  rendered  neces¬ 
sary  by  the  expansion  of  its  business  following  the  reinsurance  of 
the  Provident  Savings,  was  in  progress.  The  analysis  of  the  com¬ 
pany’s  affairs  made  by  your  examiners  has  aided  the  company 
in  its  efforts  to  bring  its  organization  to  a  high  standard  of 
efficiency. 

Following  the  reinsurance,  the  Postal  management  was  con¬ 
fronted  by  difficult  problems  in  connection  with  the  Provident 
Savings  assets  transferred  to  it.  It  has  disposed  of  or  contracted 
for  the  sale  of  most  of  the  real  estate.  The  remaining  parcel 
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not  so  disposed  of  is  the  home  office  building.  This  building  has 
been  improved  and  the  rental  income  therefrom  increased. 

It  is  claimed  by  the  company  that  there  has  been  an  increase 
in  surplus  since  June  30,  1912,  and  up  to  December  1,  1912,  of 
$40,068.22. 


THE  PROVIDENT  SAVINGS  LIFE  ASSURANCE 

SOCIETY 

New  York,  N.  Y. 

Examhiation  on  condition  as  of  December  31,  1911,  and  Auqust 
31,  1912. 

Report  dated  September  30,  1912. 

Chief  Examiner :  Nelson  B.  Hadley. 

The  examination  covered  the  period  from  December  31,  1910, 
through  August  31,  1912.  Financial  statements  as  of  December 
31,  1911,  and  August  31,  1912,  are  made  a  part  of  this  report. 

The  Provident  Savings  Life  Assurance  Society  resumed  the 
writing  of  new  business  after  an  examination  by  the  New  York 
Department  made  as  of  June  30,  1909.  This  examination  showed 
the  company  to  have  a  surplus  of  $70,823.91.  During  the  year 
1910  the  mortality  experience  of  the  company  was  such  that  there 
was  a  heavy  loss  in  surplus.  Its  financial  statement  as  reported  to 
the  Department  prior  to  the  execution  of  the  reinsurance  agree¬ 
ment  with  the  Postal  Life  Insurance  Company  showed  an  impair¬ 
ment  of  about  $17,000. 

A  discussion  of  the  reinsurance  agreement  will  be  found  in  the 
report  on  examination  of  the  Postal  Life  Insurance  Company.  All 
admitted  assets  save  the  statutory  deposit  of  $100,000  at  Albany 
were  transferred  to  and  all  obligations  assumed  by  the  Postal. 

A  new  set  of  books  was  opened  as  of  January  1,  1911.  These 
books  showed  the  following  condition : 

Ledger  Assets 


Mortgage  loans  .  $48,000  00 

Bonds,  book  value  .  53,719  67 

Agents’  debit  balances  .  478  55 

Bank  balances  in  suspense .  41,304  62 


Total .  $143,502  84 
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Non-Ledger  Assets 


Interest  accrued  on  mortgage  loans .  $6  67 

Interest  accrued  on  bonds .  780  00 


$786  67 


Gross  assets  .  $144,289  51 

Deduct  Assets  Not  Admitted 

Agents’  debit  balances  .  $478  55 

O 

Bank  balances  in  suspense .  41,304  62 

-  41,783  17 


Admitted  assets  .  $102,506  34 


Liabilities 

Capital  stock  .  $100,000  00 

Unassigned  funds,  surplus .  2,506  34 


$102,506  34 


Bank  Balances  in  Suspense 

Tlie  amount  carried  as  bank  balances  in  suspense,  $41,304.62, 
is  represented  by  agents'  notes  which  at  one  time  were  in  the 
hands  of  the  Standard  Trust  Company,  which  company  treated 
the  deposit  of  same  as  a  loan  on  collateral,  giving  the  society  credit 
on  its  books  for  a  deposit  of  like  amount. 

The  society  kept  on  deposit  an  amount  in  excess  of  the  so-called 
loan,  and  interest  was  allowed  by  the  bank  on  the  deposit  and  paid 
by  the  company  on  the  loan. 

The  notes  were  returned  by  the  Standard  Trust  Company  about 
October  29,  1907,  and  the  loan  and  deposit  accounts  closed.  The 
item  of  $41,304.62  was  taken  out  of  cash  on  September  30,  1908, 
and  carried  as  bank  balances  in  suspense. 

The  account,  bank  balances  in  suspense,  was  closed  out  on 
April  1,  1912,  and  distributed  to  the  several  note  accounts ;  $74.79, 
the  excess  of  the  account  over  the  amount  of  the  notes,  was  charged 
off.  A  schedule  of  these  notes  accompanies  this  report. 

Financial  Statement 

The  statement  which  follows  contains  the  items  of  income  and 
disbursement  for  1911  and  the  first  eight  months  of  1912,  together 
with  assets  and  liabilities  as  of  December  31,  1911,  and  August  31, 
1912,  respectively. 
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Financial  Statement —  December  31,  1911 


Income 

Interest  on  mortgage  loans .  $2,400  00 

Interest  on  bonds  .  1,560  00 

Interest  on  deposits  in  trust  companies  and  banks .  84  25 


Total  interest  .  $4,044  25 

Furniture,  fixtures  and  safes,  sale  of . ' .  2,238  44 

Refund,  Insurance  Commissioner,  State  of  North  Carolina....  1  00 

Agents’  notes,  previously  charged  off .  1,679  50 


Total  income  .  $7,963  19 

Ledger  assets  December  31,  1910 .  143,502  84 


Total 


$151,466  03 


Disbursements 

Gross  decrease  by  adjustment  in  book  value  of  ledger  assets  — 
bonds  . 

Balance . 


18  38 


$151,447  65 


Assets 

Mortgage  loans  .  $48,000  00 

Bonds .  53,701  29 

Deposit  in  trust  companies  and  banks  on  in¬ 
terest  .  7,963  19 

Agents’  debit  balances .  478  55 

Agents’  notes,  bank  balances  in  suspense .  41,304  62 


Ledger  assets  .  $151,447  65 

X  on -Ledger  Assets 

Interest  accrued  on  mortgage  loans .  $6  67 

Interest  accrued  on  bonds .  780  00 

-  786  67 

Gross  assets  .  $152,234  32 


Deduct  Assets  Xot  Admitted 


Agents’  debit  balances  .  $478  55 

Agents’  notes,  bank  balance  in  suspense .  41,304  62 

-  41,783  17 

Admitted  assets  . . .  $110,451  15 


Liabilities 

Capital  stock  .  $100,000  00 

Unassigned  funds,  surplus  .  10,451  15 

Total .  $110,451  15 
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Financial  Statement  • — August  31,  1912 

Income 


Interest  on  mortgage  loans . .  $1,200  00 

Interest  on  bonds .  1,560  00 

Interest  on  deposits  in  trust  companies  and  banks .  192  OS 

Interest  on  agents’  notes .  1,964  97 


Total  interest  .  $4,917  05 

Furniture,  fixtures  and  safes,  sale  of .  12,550  00 

Agents’  notes  previously  charged  off .  50,034  42 


Total  income  .  $67,501  47 

Ledger  assets  December  31,  1911 .  151,447  65 


Total  .  $218,949  12 


Disbursements 

Salaries,  W.  R.  Malone .  $12,000  00 

Directors’  fees  .  50  00 

Legal  expense  .  27  50 

Miscellaneous  expenses,  assumption  agreements.  550  00 

Agents’  notes  charged  off .  74  79 


Total  disbursements 
Balance . 


Assets 

Mortgage  loans  . 

Bonds  . 

Deposits  in  trust  companies  and  banks  on  in¬ 
terest  . 

Agents’  debit  balances  . 

Agents’  notes  . 

Postal  Life  Insurance  Co . 


$48,000  00 
53,701  29 

10,992  77 
478  55 
83,720  88 
9,353  34 


12,702  29 
$206,246  83 


Ledger  assets 


$206,246  83 


Non-Ledger  Assets 


Interest  accrued  on  mortgage  loans .  $400  00 

Interest  accrued  on  bonds .  260  00 


Gross  assets  . 

Deduct  Assets  Not  Admitted 


Agents’  debit  balances  .  $478  55 

Agents’  notes  .  83,720  88 


Admitted  assets  . 

Liabilities 

Capital  stock  . 

Unassigned  funds,  surplus  . 

Total . 


$660  00 
$206,906  S3 


84,199  43 
$122,707  40 


$100,000  00 
22,707  40 

$122,707  40 


774 


Reports  ox  Official  Examixatiox 


Disbursements 

Salaries:  The  amount  disbursed  for  the  period  ending  August 
31,  1912,  is  tli©  amount  paid  W.  R.  Malone  as  per  resolution  of  the 
board  of  directors  January  8,  1912,  and  was  verified  by  cash  book 
entry,  voucher  and  paid  check.  A  copy  of  the  foregoing  resolution 
is  filed  herewith. 

Directors  Minutes 

January  19,  1911,  the  date  of  execution  of  the  reinsurance  agree¬ 
ment,  the  following  officers  were  elected : 

President  —  W.  R.  M  alone. 

Vice-President  —  W.  S.  Russell. 

Comptroller  —  S.  R.  Conklin. 

Medical  Director  and  Secretary  —  E.  L.  Fiske,  M.  D. 

A  resolution  was  passed  that  the  officers  were  to  serve  without 
salary  and  during  the  pleasure  of  the  board  of  directors. 

The  Postal  Life  by  its  proper  officers  was  authorized  and  em¬ 
powered  to  sign  the  name  of  the  Provident  Savings  to  all  checks, 
drafts  or  instruments  for  the  payment  of  money  payable  to  the 
Provident  Savings  received  in  payment  of  premiums  on  policies, 
premium  loans  or  rentals  from  real  estate. 

The  Postal  is  also  authorized  to  execute  in  the  name  of  the 
Provident  Savings  and  to  deliver  deeds,  bills  of  sale,  conveyances 
or  other  proper  instruments. 

January  8,  1912,  the  Postal  purchased  from  the  Provident  cer¬ 
tain  noil-admitted  assets.  These  consisted  of  furniture,  fixtures, 
etc.,  for  which  the  Postal  paid  the  Provident  the  sum  of  $12,500. 
On  the  same  day  a  special  meeting  of  the  Provident  board  of 
directors  was  held.  At  this  meeting  a  resolution  was  passed  which 

recited  that  the  Provident  was  then  in  funds  bv  reason  of  the  sale 

*/ 

of  non-admitted  assets ;  that  the  work  done  bv  Mr.  Malone  had 
been  much  greater  than  was  anticipated ;  that  with  few  exceptions 
the  policyholders  had  accepted  the  Postal ;  that  unsecured  creditors 
were  protected  by  the  $100,000  deposit  at  Albany;  that  all  stock¬ 
holders  had  or  would  consent.  It  was  thereupon  voted  to  pay 
Mr.  Malone  the  sum  of  $12,000,  which  was  done.  This  payment 
was  recited  to  be  compensation  for  services  rendered  the  Provident 
during  the  year  and  in  connection  with  the  reinsurance  agreement. 
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A  resolution  was  also  passed  which  recited  that  Mr.  Malone 
was  the  owner  of  the  entire  capital  stock  of  the  Provident  Savings ; 
and  that  he  was  carrying  obligations  thereon  to  an  amount  of  at 
least  $300,000.  It  was  thereupon  voted  that  the  right  of  the 
Provident  Savings  to  commissions  under  section  3  of  the  reinsur¬ 
ance  agreement  to  be  assigned  to  Mr.  Malone,  and  that  the  Postal 
Life  be  authorized  to  pay  over  these  commissions  as  they  accrued 
from  time  to  time. 

Pursuant  to  said  resolution,  an  assignment  was  prepared  pro¬ 
viding  among  other  things,  that  it  should  not  become  effective 
until  five  days  after  it  had  been  submitted  to  the  Superintendent  of 
the  State  of  Hew  York,  and  that  no  money  be  paid  thereunder 
except  as  the  amount  of  money  retained  by  the  Provident  Society 
shall  exceed  the  claims  of  ail  policyholders  and  other  creditors,  and 
that  no  money  he  paid  or  drawn  unless  the  amount  proposed  to  be 
paid  or  drawn  shall  have  been  checked  up  and  ascertained  in  ad¬ 
vance  by  the  Superintendent  of  Insurance  of  the  State  of  Hew 
York,  and  any  payment  made  shall  he  indorsed  on  each  and  every 
outstanding  certificate  of  stock  pro  rata.  The  proposed  assignment 
was  filed  with  the  Department  of  Insurance  on  May  25,  1912,  and 
the  Superintendent  was  notified  of  the  execution  and  delivery  of 
the  assignment  on  June  1,  1912. 

Ho  meeting  of  stockholders  seems  to  have  been  held  during  1912. 
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THE  AMERICAN  CREDIT-INDEMNITY  COMPANY 

St.  Louis,  Mo. 


Examination  on  condition  as  of  September  30,  1912. 
Report  dated  November  4,  1912. 

Examiner:  Joseph  H.  Woodward ,  Department  Auditor. 
Assistant  Examiners:  Smith  and  Wheeler. 


Assets  and  Liabilities  on  September  30,  1912 


Ledger  Assets 

Bonds . $1,209,134  58 

Stocks  .  24,975  00 


Casli  in  office  . 

Cash  in  bank  . 

Bills  receivable  . 

Furniture  and  fixtures 
Advances  to  adjusters 
Premium  notes  . 


Agents’  balances,  Debit .  $26,539  01 

Credit .  2,939  85 


$1,234,109  58 
4  78 
8,055  09 
12,704  20 
45,243  07 
250  00 
68,252  79 


23,599  16 


Ledger  assets  as  per  balance .  $1,392,218  67 

Non-Ledger  Assets 

Accrued  interest  .  17,029  58 

Gross  assets  .  $1,409,248  25 


Deduct  Assets  Not  Admitted 


Bills  receivable  .  $12,704  20 

Furniture  and  fixtures  .  45,243  07 

Agents’  debit  balances .  26,539  01 

Advances  to  adjusters  .  250  00 

Overdue  premium  notes  .  24.055  29 

Book  value  of  bonds  and  stocks  over  market 

value .  87,359  58 


196,151  15 


Admitted  assets 


$1,213,097  10 
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Liabilities 

Losses  and  claims  on  credit  poli¬ 
cies  expiring  prior  to  July,  1912: 


In  process  of  adjustment .  $26,575  00 

In  suit  .  39,672  00 


Total .  $66,247  00 

Special  reserve  for  credit  losses  on  policies  ex¬ 
piring  in  July,  August  and  September  1912, 
estimated  on  the  basis  of  final  statements 
received  for  July  and  August,  and  60%  of 
the  gross  premiums  for  September,  less 
$7,054.90  paid  during  said  months  for  losses 


under  said  policies  .  82,867  88 

Special  reserve  for  accrued  losses  on  credit 
policies  in  force  September  30,  1912,  being 
50%  of  the  earned  premiums  on  said  poli¬ 
cies  .  202,175  27 


Total  reserve  for  losses .  $351,290  15 

Unearned  premiums,  pro  rata,  on  unexpired 
risks  running  one  year  (gross  premiums 

$728,507.51) . . .  $324,217  29 

Unearned  premiums  on  unexpired  risks  run¬ 
ning  more  than  one  year . . .  1,387  59 


Total  premium  reserve  .  325,604  88 

Commissions  due  or  to  become  due .  801  00 

Sundry  accounts  due  or  accrued .  2,000  00 

Reserve  for  accrued  taxes .  10,662  45 

Advance  premiums  (100%)  .  16,060  00 

Reserve  for  outstanding  guaranteed  accounts .  7,884  00 


Total  liabilities,  except  capital . 

Capital  stock  .  $350,000  00 

Surplus  .  148,794  62 


$714,302  48 


Surplus  to  policyholders 


498,794  62 


Total  funds 


$1,213,097  10 


Loss  Reserves 

Under  this  general  head  may  be  discussed  most  of  the  points 
which  have  a  present  hearing  upon  the  company’s  condition. 

(a)  On  policies  expiring  prior  tq  July ,  1912:  Outstanding 
losses  in  this  group  are  estimated  in  the  usual  way  upon  the 
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basis  of  the  facts  appearing  in  each  individual  case  as  disclosed 
by  the  papers  in  the  company’s  tiles.  In  the  case  of  losses  in 
process  of  adjustment,  the  papers  were  examined  in  a  repre¬ 
sentative  group  of  cases  and  the  general  accuracy  of  past  esti¬ 
mates  of  the  company’s  claim  manager  was  tested  by  investi¬ 
gating  the  completed  experience  on  certain  groups.  Such  investi¬ 
gations  indicate  that  the  estimates  of  the  company’s  claim 
manager  may  in  general  be  taken  as  reasonably  safe  for  practical 
purposes.  As  to  the  cases  in  suit,  it  is  noteworthy  that  the  com¬ 
pany  has  little  new  litigation  and  that  the  estimates  of  the  claim 
manager  appear,  as  a  whole,  to  be  borne  out  by  the  facts.  The 
aggregate  of  his  figures  was  therefore  adopted,  without  change, 
in  this  examination. 

(b)  On  policies  expiring  in  July ,  August  and  September :  As 
regards  losses  upon  policies  in  this  group  —  namely,  those  expir¬ 
ing  within  three  months  of  the  date  as  of  which  a  credit  com¬ 
pany's  condition  is  being  ascertained  —  it  is  generally  recognized 
that  the  50  per  cent,  rule  incorporated  in  the  annual  statement 
blank  does  not  produce  an  adequate  preserve  if  the  ultimate  loss 
ratio  on  these  expirations  is  to  be  greater  than  50  per  cent,  of 
the  gross  premiums.  Under  the  provisions  of  a  credit  insurance 
policy  as  ordinarily  written,  the  insured  is  required  to  file  what 
is  known  as  a  “  final  statement  of  loss  ”  within  thirty  days  after 
the  expiration  of  the  policy,  while  the  company  is  given  ninety 
days  after  the  expiration  of  the  policy  within  which  to  adjust 
and  finally  settle  the  loss.  Thus  it  is  obvious  that  on  September 
30th,  for  example,  the  company  will  be  in  possession  of  all  or 
nearly  all  of  the  final  statements  on  policies  expiring  in  July 
and  August,  and  that  a  fair  idea  of  what  the  company’s  ultimate 
losses  on  the  expirations  of  these  months  is  to  be  may  be  had 
without  recourse  to  the  50  per  cent.  rule.  As  regards  the  month 
of  September,  however,  such  final  statements  had  not,  of  course, 
been  filed,  and  in  view  of  the  company’s  unfavorable  experience 
during  1911  and  the  first  half  of  1912,  to  be  referred  to  presently, 
it  was  deemed  safer  to  somewhat  increase  this  percentage,  which 
was  accordingly  raised  to  60  per  cent. 

(c)  Accrued  Losses  on  Credit  Policies  in  Force:  The  ex¬ 
perience  of  credit  companies  since  1909  has  amply  justified  the 
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soundness,  both,  in  theory  and  in  practice,  of  the  departmental 
requirement,  at  that  time  first  imposed,  of  a  reserve,  in  addition 
to  and  distinct  from  the  usually  unearned  premium  reserve,  to 
cover  losses  which  have  accrued  upon  policies  unexpired  at  the 
time  of  making  the  statement.  The  theory  upon  which  this 
rule  is  based  likewise  presupposes  an  ultimate  loss  ratio  of  50 
per  cent,  or  less  upon  this  business.  The  experience  of  the 
American  Credit-Indemnity  Company,  however,  shows  that  its 
recent  losses  have  been  as  follows: 

On  policies  expiring  in  1910,  44.7%  of  the  gross  premiums. 

On  policies  expiring  in  1911,  72.7%  of  the  gross  premiums. 

On  policies  expiring  during  the  first  six  months  of  1912,  81.3%  of  the  gross 
premiums. 

It  is  therefore  evident  that,  if  the  company's  experience  for  the 
past  eighteen  months  is  any  indication  of  the  future,  the  50  per 
cent  rule  set  up  in  the  statement  blank  will  not  certainly  provide 
a  sufficient  reserve  to  cover  accrued  losses  on  policies  in  force. 
There  are  various  conditions,  however,  which  lead  the  officers 
of  the  insurance  company  to  believe  that  a  period  of  normal  or 
of  low  losses  is  now  being  entered  upon,  and  that  consequently 
a  50  per  cent,  loss  reserve  on  this  section  of  the  business  will 
prove  sufficient.  Indeed,  it  may  be  safely  asserted  that,  at  present 
expense  rates,  no  credit  insurance  company  could  long  endure  a 
loss  ratio  materially  in  excess  of  this  percentage,  and  that  there¬ 
fore  if  the  experience  of  the  past  eighteen  months  is  to  be  re¬ 
garded  as  in  any  way  normal,  the  only  permanent  corrective 
would  be  to  either  increase  the  premium  or  reduce  the  coverage 
in  the  policies.  The  reasons  for  expecting  an  improved  ex¬ 
perience  in  the  near  future  may  be  briefly  stated  as  follows: 

(1)  Based  upon  the  final  statements  of  loss  filed  under  July 
and  August  expirations,  the  loss  ratio  for  the  July  expirations 
is  estimated  at  60  per  cent.,  and  for  August  expirations,  46  per 
cent.  Further,  the  high  loss  ratio  for  the  first  six  months  of 
1012  is  chieflv  due  to  the  excessive  losses  on  the  expirations  of 
January  to  April  inclusive,  the  months  of  May  and  June  having 
shown  a  very  marked  improvement. 

(2)  A  second  matter  of  importance  is  the  greater  care  which 
is  apparently  being  exercised  by  the  company  in  the  selection 
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of  its  risks,  and  in  the  limitations  imposed  upon  the  coverage 
in  certain  cases.  Further,  commencing  with  June  1,  1912,  the 
company  adopted  a  new  set  of  instructions  for  the  guidance  of  its 
agents  in  underwriting,  embodying  the  results  of  past  experience 
on  various  lines  of  trade,  and  intended  to  establish  a  classification 
of  lines  which  will  enable  the  company  to  more  scientifically 
adjust  the  proportion  of  insurance  on  the  excess  over  the  initial 
loss,  and  to  prevent  the  writing  of  business  in  those  trade  groups 
which  have  in  the  past  almost  uniformly  proved  disastrous. 
Premium  rates  have  been  increased  and  various  improvements  in 
underwriting  methods  introduced. 

(3)  A  further  reason  for  expecting  an  improved  experience 
in  the  future  is  said  to  be  the  fundamental  economic  conditions 
which  have  to  do  with  determining  the  credit  losses  throughout 
the  country.  The  present  business  and  banking  situation  is 
believed  by  the  company's  officers  to  indicate  that  1913,  and  the 
remainder  of  1912,  will  prove  favorable  periods  for  the  company. 

(I)  It  should  also  be  noted  that  during  September  1912,  the 
last  payment  was  made  by  the  company  under  its  so-called  salvage 
agreement  entered  into  in  1909,  under  which  the  company  has, 
since  that  time,  been  applying  the  salvage  received  on  its  losses 
in  repayment  for  $100,000  paid  into  its  treasury  at  that  time. 
Thus,  in  three  years,  the  salvage  of  the  company  has  netted  $100,- 
000  which,  under  ordinary  conditions,  would  have  been  deducted 
from  the  losses,  thus  reducing  somewhat  the  company's  loss  ratio. 

In  general,  a  consideration  of  the  company’s  reserves  and  loss 
experience  serves  to  emphasize  the  inherently  fluctuating  and 
hazardous  nature  of  the  business  of  credit  insurance.  It  suggests 
the  desirability  that  a  company  carrying  on  this  branch  of  business 
should  accumulate  out  of  the  profits  of  its  prosperous  years  a  large 
free  surplus  which  will  serve,  in  addition  to  the  company’s  reserves, 
to  protect  the  policyholders  and  stockholders  during  those  years 
which  are  unfavorable.  It  confirms  the  wisdom  of  the  under¬ 
standing  reached  between  the  Massachusetts  and  Few  York  De¬ 
partments  and  the  company  at  the  time  of  the  reorganization  in 
1909,  to  the  effect  that  no  dividends  should  be  paid  upon  its 
capital  stock  until  the  free  surplus  shall  have  reached  an  amount 
equal  to  the  capital. 
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AMERICAN  SURETY  COMPANY 

Examination  as  of  December  28,  1912. 

Purpose:  On  increase  of  capital  from  $2,500,000  to  $5,000,000, 
Report  dated  December  28,  1912. 

Examiner:  John  L.  Train. 


\ 

CAPITAL  CITY  SURETY  COMPANY 

Examination  on  organization. 

Date  of  Report ,  August  7,  1912. 

Examiner:  J.  JI.  Middleton. 


Capital  paid  in  in  cash .  $100,000  00 

Surplus  paid  in  in  cash .  50,000  00 

Total  .  $150,000  00 


THE  EMPIRE  STATE  SURETY  COMPANY 

New  York,  N.  Y. 

Examination  on  condition  as  of  June  30,  1912. 

Report  dated  August  8,  1912. 

Chief  Examiner :  Arthur  F.  Saxton. 

Examiners:  Train  and  Fuld. 

Examination  on  condition  as  of  December  10,  1912. 

Report  dated  December  13,  1912. 

Chief  Examiner :  Arthur  F.  Saxton. 

History 

The  Empire  State  Surety  Company  was  incorporated  January 
30,1901,  under  the  provisions  of  chapter  690  of  the  Laws  of 
1892,  for  the  purpose  of  transacting  fidelity  and  surety  business. 
Its  original  paid  in  capital  was  $1 25,000  and  original  paid  in 
surplus  $125,000,  In  1902  the  capital  was  increased  to  $250,000, 
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in  1904  to  $500,000  and  in  190G  to  $750,000.  In  1902  and 
1904  the  increased  capital  was  paid  in  at  par  and  in  1906  at  150, 
there  having  been  $125,000  paid  in  to  surplus  on  this  last  in¬ 
crease-  In  1907  the  capital  reduced  from  $750,000  to  $500,- 
000,  the  $250,000  going  to  surplus,  and  on  Ma y  23,  1912,  the 
capital  was  reduced  from  $500,000  to  $250,000  and  $250,000 
added  to  surplus.  From  the  date  of  organization  the  stockholders 
have  contributed  to  capital  and  surplus  account  $1,000,000  of 
which  there  remained  on  June  30,  1912,  $164,884.44.  As  the 
stockholders  have  received  $215,625  by  way  of  dividends,  the 
total  loss  amounts  to  $619,490.56. 

The  company  amended  its  charter  in  1905  and  began  issuing 
liability,  accident,  health,  plate  glass,  steam  boiler,  sprinkler, 
burglary  and  theft  and  workmen's  collective  policies  as  well  as 
continuing  its  fidelitv  and  suretv  lines.  In  1910  the  company 
reinsured  all  of  its  sprinkler,  steam  boiler,  plate  glass,  accident, 
health,  liabilitv  and  workmen's  collective  business  and  has  since 
confined  its  business  to  the  fidelity,  surety  and  burglary  and  theft 
lines. 

In  January,  1912,  the  executive  committee  recommended  to 
the  stockholders  the  acceptance  of  a  proposition  from  William  B. 
Joyce  offering  to  purchase  the  stock  at  a  specified  price,  pro¬ 
viding  two  thousand  shares  were  deposited  on  or  before  January 
12,  1912.  The  proposition  was  accepted  by  a  sufficient  number 
of  stockholders  and  at  the  annual  meeting  of  the  stockholders 
held  on  January  30,  1912,  the  new  interests  headed  by  Mr.  Joyce 
assumed  control.  A  number  of  new  directors  were  elected  at  this 
meeting,  and  on  February  21,  1912,  David  W.  Armstrong,  Jr., 
was  elected  president,  succeeding  William  M.  Tomlins,  Jr., 
Joseph  T.  Magee  was  elected  vice-president  and  Charles  T.  Brooks 
re-elected  secretary.  Mr.  Brooks  has  since  been  succeeded  by 
Frank  F.  McMillan  and  Mr.  Charles  L.  Henry  has  been  elected 
treasurer. 

In  May,  1912,  the  charter  was  amended  excluding  therefrom 
the  power  to  insure  against  accident  and  health  and  the  breakage 
of  plate  glass. 

At  a  special  meeting  of  the  stockholders  held  May  23,  1912, 
the  resolution  providing  for  a  reduction  of  capital  from  $500,000 
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to  $2 50,000  was  adopted,  3,209  being  recorded  in  favor  of  this 
resolution  and  22  against  it. 


Assets  and  Liabilities 


The  assets  and  liabilities  on  June  30,  1912,  were  found  to  be 


as  follows: 

Ledger  Assets 

Book  value  of  real  estate .  $66,197  22 

Mortgage  loans  on  real  estate .  51.060  76 

Book  value  of  bonds .  537,617  49 

Book  value  of  stocks .  178.037  50 

Cash  in  home  and  branch  offices .  6,822  47 

Cash  in  banks .  8,676  42 

Equities  in  real  estate  received  as  salvage .  22,851  35 

Second  mortgage  received  as  salvage .  16,000  00 

Uncollected  premiums  on  policies  issued  after  March  31,  1912.  .  110,  177  29 

Uncollected  premiums  on  policies  issued  prior  to  April  1,  1912.  118,  135  46 

Bills  and  accounts  receivable .  14,706  78 

Agents’  balances  .  16,979  30 

Advances  to  adjusters  and  agents .  97881 

Cash  in  suspended  banks .  2,877  01 

Sundry  ledger  accounts .  13,095  15 


Total  ledger  assets 


$1,  164,  213  01 


Non-Ledger  Assets 

Interest  due,  $588.91,  and  accrued,  $688.53,  on  mortgages....  1,277  34 

Interest  accrued  on  bonds .  4,847  47 

Interest  accrued  on  banks  deposits .  267  61 

Bents  due  .  1,  207  86 


Gross  assets  .  $1,171,813  29 


Deduct  Assets  Not  Admitted 


Uncollected  premiums  on  policies  issued  prior 

to  April  1,  1912...- .  $118,135  46 

Bills  and  accounts  receivable .  14,  706  78 

Agents’  balances .  16,  979  30 

Advances  to  adjusters  and  agents. .  978  81 

Cash  in  suspended  banks .  2,877  01 

Sundry  ledger  accounts .  13,095  15 

Book  value  of  stocks  and  bonds  over  market 

value .  57,  364  99 

Book  value  of  real  estate  over  market  value.  ...  4.  065  59 


Total 


228.203  09 
$943,  610  20 


Total  admitted  assets 
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Liabilities 


Unpaid  claims: 

Fidelity .  $74,  655  01 

Surety  .  262,  120  23 

Burglary  and  tlieft .  16,361  42 

Workmen’s  collective  .  1,  546  00 

Liability  .  57,  043  25 

V  7 


$411,725  91 
307,999  82 
28.811  36 
2,021  31 
5,712  39 
500  00 
12,599  41 
8.444  22 
617  74 
293  60 


Total  unpaid  claims . 

L'nearned  premiums  (pro  rata) . 

Commissions . 

Bills  and  accounts  due  and  accrued. 

Note,  indorsed  by  company . 

Return  premiums  (estimated) . 

Reinsurance  . 

Taxes  on  premiums  due  and  accrued 

Unpaid  taxes  on  real  estate . 

Interest  accrued  on  mortgage  owned 


Total  liabilities  except  capital .  $778,725  76 

Capital  paid  up  in  cash .  $250,000  00 

Impairment .  85,115  56 


Surplus  as  regards  policyholders .  164,884  44 

Total  liabilities  .  $943,  610  20 


Present  Condition 

The  present  condition  of  the  company  is  due  to  its  bad  under¬ 
writing,  especially  in  the  surety  and  liability  lines.  It  has  also 
experienced  excessive  losses  in  the  accident,  health  and  plate  glass 
lines.  The  premiums  have  been  insufficient  to  care  for  the  losses 
and  expenses  and  as  a  consequence  the  company  has  steadily  lost 
money.  A  paid  in  capital  and  surplus  of  $1,000,000  has  been 
reduced  to  $164,884.44  and  on  June  30th  its  capital  of  $250,000 
was  impaired  to  the  extent  of  $85,115.56. 

When  the  present  management  assumed  control  it  started  in  to 
find  out  the  company's  true  condition.  An  investigation  of  the 
outstanding  claims  showed  that  many  of  these  cases,  especially  on 
the  Pacific  Coast,  were  being  handled  incompetently,  resulting  in 
losses  which  might  have  been  avoided.  In  many  instances  the 
company  was  not  in  possession  of  late  or  complete  information. 
Steps  were  at  once  taken  to  remedy  these  conditions.  The  esti¬ 
mates  of  the  outstanding  claims  were  gone  over  and  it  was  found 
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that  in  a  large  number  of  cases  the  reserves  formerly  carried 
were  inadequate.  The  reserves  were  increased  to  a  figure  that  the 
new  management  considered  adequate  and  it  was  found  that  these 
increases  more  than  wiped  out  the  surplus.  In  order  to  meet  this 
condition  the  capital  was  reduced  in  May,  1912,  from  $500,000  to 
$250,000  and  $250,000  added  to  surplus.  At  the  time  this  step 
was  contemplated  it  was  thought  that  the  company  would  be  left 
with  a  surplus  of  approximately  $125,000  after  the  reduction  had 
been  made-  But  after  this  step  was  taken  the  conditions  did  not 
improve.  The  heavy  losses  continued,  further  investigation  and 
later  information  called  for  still  further  increases  in  reserves  and 
a  large  number  of  new  claims  were  coming  in  for  which  reserves 
had  to  be  maintained,  and  the  company's  own  figures  on  J une  30th 
showed  that  this  additional  surplus  was  gone. 

This  company  was  last  examined  by  this  Department  as  of 
December  31,  1910,  and  with  a  capital  of  $500,000,  the  surplus 
was  then  reported  to  be  $92,070.52.  This  would  leave  a  loss  of 
$427,186.08  to  be  accounted  for  between  that  time  and  June  30, 
1912.  A  comparison  of  the  estimates  made  during  this  former 
examination  with  the  actual  payments  and  present  estimates  shows 
that  although  we  had  increased  the  company’s  figures  by  $40,- 
347.73  our  increased  estimates  were  still  too  low  by  $105,425.58. 
The  inadequacy  of  the  reserves  for  liability  losses  under  the  notice 
and  suit  law  is  well  illustrated  by  this  company’s  experience. 
The  legal  reserves  for  liability  losses  on  December  31,  1910, 
amounted  to  $48,919-45.  As  all  of  the  liability  business  in  force 
was  reinsured  on  December  28,  1910,  this  company  was  not  liable 
for  any  losses  on  account  of  accidents  occurring  subsequent  to  that 
date.  Between  December  31,  1910,  and  June  30,  1912,  the  com- 
panv  has  paid  for  liability  losses  $163,267.58  and  still  has  out¬ 
standing  an  estimated  liability  of  $57,043.25  on  this  class  of  busi¬ 
ness,  the  deficiency  in  the  liability  loss  reserve  produced  by  the 
notice  and  suit  law  amounting  to  $171,391.38.  Erom  these  figures 
it  appears  that  the  real  loss  of  the  company  between  December 
31,1910,  and  June  30,  1912,  amounted  to  $150,369.12,  and  that 
$276,816.96  of  this  loss  occurred  prior  to  December  31,  1910,  al¬ 
though  $171,391-38  of  this  amount  could  not  have  been  charged 
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as  a  legal  liability.  The  following  table  shows  these  deficiencies 
in  reserves  on  December  31,  1910,  by  classes  : 


Deficiency 

Accident .  $5,  218  84 

Health  .  4,289  00 

Plate  glass  .  9,782  00 

Workmen’s  collective  .  3,  610  72 

Surety  .  64,  256  63 

Fidelity  .  18,268  39 

Liability  .  171,391  38 


Total  deficiences  in  reserves .  $276,  816  96 

Loss  in  underwriting,  etc.,  between  December  31,  1910,  and 
June  30,  1912 .  150,369  12 


Total  .  $427,186  08 


The  report  which  follows  shows  the  condition  of  this  company 
at  the  close  of  business  December  10,  1912  : 


Assets 

Market  value  of  real  estate,  including  equities 

in  real  estate  received  as  salvage . 

Real  estate  mortgages . 

Market  value  of  bonds . 

Cash  in  banks  and  home  office . 

Cash  in  suspended  banks . 

Interest  and  rents  due  and  accrued . 

Outstanding  premiums  over  ninety  days : 

Gross .  $187,110  80 

Less  commissions  .  46,777  70 


$78,873  94 
48,406  40 
359,920  00 
16,147  14 
2,877  01 
4,647  57 


140,333.10 


Gross  assets  .  $651,205  16 

Deduct  Assets  Not  Admitted 

Cash  in  suspended  banks .  $2,877  01 

Net  outstanding  premiums  . . .  140,333  10 

-  143,210  11 


$507,995  05 


Total  admitted  assets 
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Liabilities 


Reserve  for  unpaid  losses  (estimated) .  $419,283  44 

Unpaid  reinsurance  .  3,380  87 

Unpaid  bills,  etc .  13,087  14 

Taxes  due  and  accrued .  2,500  00 


Total  liabilities  .  $438/251  45 

Capital  paid  up  in  cash .  $250,000  00 

Impairment  .  180,256  40 


Surplus  as  regards  policyholders 


69,743  60 


Total  .  . 


$507,995  05 


The  aggregate  of  claims  filed  against  the  corporation  is  the  sum 
of  $1,071,882.67.  These  claims  have  been  examined  by  your 
examiner  and  his  assistants^  and  the  liability  carried  as  “  Reserve 
for  unpaid  losses  ”  above  is  the  aggregate  amount  of  their  estimates 
of  the  actual  liability  of  the  company  upon  each  item  of  claim. 

Present  Condition 

An  examination  of  this  company,  made  by  this  Department  as  of 
June  30,  1912,  showed  an  impairment  in  the  company’s  capital 
of  $85,115.56.  On  August  22,  1912,  the  company  reinsured  its 
total  unexpired  business,  amounting  to  $271,400.13,  with  the 
Rational  Surety  Company.  The  Empire  received  a  commission  of 
32  per  cent,  on  this  business,  amounting  to  $86,948.04.  If  the 
assets  were  all  good  and  the  reserves  carried  in  the  statement 
adequate,  this  would  leave  the  company  with  its  capital  unim¬ 
paired.  But  the  company  was  given  credit  for  $110,177.29  for 
premiums,  of  which  not  over  $50,000  has  since  been  collected, 
showing  a  loss  on  this  item  of  upward  of  $60,000.  Developments 
subsequent  to  June  30th  on  three  claims  has  caused  an  increase  in 
the  reserve  for  these  claims  of  approximately  $89,000.  Subse¬ 
quent  to  the  date  of  reinsurance,  the  company  has  had  no  sources 
of  profit  and  has  been  obliged  to  meet  the  general  office  expenses 
by  using  the  assets  of  the  company.  These  expenses,  which  do  not 
include  adjustment  expenses,  are  now  averaging  about  $1,250  per 
week,  and  no  provision  is  made  for  this  contingent  liability  in  the 
statement  above  set  forth. 
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Inasmuch  as  the  assets  of  this  company,  except  $16,147.14  cash 
in  bank  and  home  office,  are  not  liquid  and  available  for  the  pay¬ 
ment  of  claims,  and  the  amount  of  claims  due  and  pressing  are  far 
in  excess  of  that  amount,  the  situation  in  respect  to  ready  money 
has  become  acute.  Unless  some  measure  of  relief  is  devised,  there 
seems  grave  danger  that  the  accumulations  of  judgments  and  levy 
of  execution  thereon  will  dissipate  all  of  the  assets  of  the  corpora¬ 
tion  in  the  satisfaction  of  matured  claims  to  the  great  loss  and 
damage  of  the  other  claimants. 


THE  FEDERAL  UNION  SURETY  COMPANY 

Indianapolis,  Indiana. 

Joint  examination  by  the  Insurance  Departments  of  New  York , 
Michigan  and  Indiana  on  condition  as  of  December  31,  1911. 

Report  dated  January  26,  1912. 

Examiner:  Leon  S.  Senior ,  of  New  York. 

Assistant  Examiners :  Hei'man  F.  Klerbacher  for  Michigan , 
Samuel  V.  Perrott ,  actuary ,  for  Michigan ,  and  John  E.  Watson 
for  New  York. 

History 

This  company  was  incorporated  on  July  8,  1901,  as  “  The  Union 
Surety  Company  ”  under  the  act  of  March  2,  1901,  of  the  general 
Assembly  of  the  State  of  Indiana.  It  was  formed  for  the  purpose 
of  guaranteeing  the  fidelity  of  persons  holding  places  of  public  or 
private  trust,  guaranteeing  the  performance  of  contracts,  other 
than  insurance,  and  executing  or  guaranteeing  bonds  or  under¬ 
takings  required  or  permitted  in  legal  proceedings. 

The  articles  of  incorporation  provided  for  a  capital  stock  of 
$250,000  divided  into  2,500  shares  of  the  face  value  of  $100  each. 

On  September  28,  1901,  the  company  was  authorized  to  do  busi¬ 
ness  by  the  auditor  of  the  State  of  Indiana.  The  paid  in  capital 
stock  at  that  time  amounted  to  $200,000.  No  provision  was  made 
by  the  incorporators  for  a  paid  in  surplus. 

In  1902  the  corporation  name  was  changed  to  the  “  Federal 
Union  Surety  Co.”  In  the  same  year  the  remaining  portion  of  the 
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capital  stock  was  subscribed  and  paid  for,  bringing  tbe  total  paid 
up  capital  stock  to  the  sum  of  $250,000,  as  provided  by  tbe  charter. 

On  March  15,  1906,  the  stockholders  adopted  a  resolution 
authorizing  an  increase  of  capital  from  $250,000  to  $500,000. 
The  officers  were  authorized  to  issue  the  stock  in  such  amounts  and 
at  such  times  as  the  board  of  directors  may  determine,  provided 
however  that  no  increase  should  be  ordered  for  an  amount  less 
than  $50,000  par  value. 

Pursuant  to  this  resolution,  the  directors  in  1906  issued  $50,000 
additional  stock,  making  a  total  paid  in  capital  stock  of  $300,000. 
This  left  $200,000  of  treasury  stock  undisposed.  On  two  occa¬ 
sions,  hereafter  referred  to,  the  directors  of  this  corporation  made 
efforts  to  dispose  of  this  stock  to  the  public  at  a  premium,  so  as  to 
secure  a  paid  in  surplus.  On  both  occasions,  the  efforts  proved  not 
only  fruitless,  but  resulted  in  financial  loss  to  the  company  and 
seriously  injured  its  business  and  reputation. 

Practically  throughout  its  entire  history  the  need  of  a  paid  in 
surplus  was  keenly  felt  by  the  officers  of  the  company.  The 
minutes  of  the  board  of  directors  and  the  reports  of  its  officers 
contain  frequent  expressions  of  regret  that  the  incorporators  made 
no  provision  for  a  surplus  at  the  time  of  formation. 

In  the  year  1907  the  company  paid  a  dividend  of  6  per  cent, 
on  the  capital  stock.  This  is  the  only  dividend  paid  to  stockholders 
during  the  entire  history  of  the  corporation. 

Until  September,  1908,  Hugh  Dougherty  served  as  president  of 
the  corporation.  In  1908,  W.  T.  Durbin,  former  governor  of 
Indiana,  was  elected  as  his  successor  at  a  salary  of  $10,000  per 
annum. 

On  June  8,  1910,  the  company  was  reincorporated  under  the 
act  of  March  6,  1909,  Laws  of  Indiana  for  the  purpose  of  transact¬ 
ing  the  business  of  fidelity,  surety  and  casualty  insurance. 

The  company  is  now  admitted  in  seventeen  states.  In  most  of 

these  states  it  transacts  in  addition  to  fidelitv  and  surety  business, 

«/  «/  * 

the  following  casualty  lines :  accident,  health,  burglary  and  plate 
glass  insurance.  The  casualty  business  of  the  corporation  is  small 
and  unimportant,  the  net  premium  income  for  1911  amounting  to 
only  $3,847. 
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Transaction  With  the  Automobile  Insurance  Company  of  America 

On  October  18,  1910,  the  board  of  directors  adopted  a  resolu¬ 
tion  authorizing  a  committee,  consisting  of  W.  T.  Durbin,  presi¬ 
dent,  Hugh  Dougherty,  former  president,  and  Samuel  E.  Rauh, 
first  vice-president,  to  sell  all  or  any  part  of  the  2,000  shares  of 
treasury  stock  to  any  purchaser  who  will  pay  therefor  not  less 
than  the  par  value  and  to  execute  a  contract  for  the  sale  of  such 
stock  upon  such  terms  as  they  shall  deem  for  the  best  interests  of 
the  company.  This  resolution  provided  that  in  the  event  of  the 
said  stock  being  sold  at  a  premium  of  $25  or  more  per  share,  the 
committee  above  named  shall  have  the  power  to  bind  the  corpora¬ 
tion  for  the  payment  of  a  commission  to  the  person  who  will  effect 
the  sale  upon  such  basis. 

Pursuant  to  this  resolution  the  Federal  Union  Surety  Company 
entered  into  a  certain  agreement  with  one  Edgar  E.  Hendee,  an 
agent  representing  the  stockholders  of  the  Automobile  Insurance 
Company  of  America,  an  Indiana  corporation  then  in  process  of 
organization.  Under  the  terms  of  this  agreement  the  following 
merger  was  effected:  the  Automobile  Insurance  Company  trans¬ 
ferred  to  the  Federal  Union  iSurety  Company  all  its  assets,  con¬ 
sisting  of  cash,  certificates  of  deposit,  mortgage  notes  and  sub¬ 
scription  notes  amounting  to  approximately  $161,000,  and  the 
Federal  Union  Surety  Company  issued  to  the  stockholders  of  the 
Automobile  Insurance  Company  1,295.5  shares  of  its  treasury 
stock  at  the  agreed  value  of  $125  per  share. 

The  stock  of  the  Automobile  Insurance  Company  had  been  issued 
at  a  par  value  of  $10  per  share  and  was  sold  to  the  subscribers  at 
$20  per  share.  Assuming  that  the  stock  of  the  Surety  Company 
had  a  real  value  of  $125  per  share  the  subscribers  and  stockholders 
of  the  Automobile  Company,  under  this  arrangement  received  in 
exchange  6 2%  per  cent,  of  their  original  investment. 

It  was  represented  to  the  stockholders  of  the  Automobile  Insur¬ 
ance  Company  that  the  Surety  Company  had  a  prosperous  and 
profitable  business,  that  it  had  a  large  surplus  and  that  its  assets 
amounted  to  $800,000.  As  a  matter  of  fact,  the  surplus  of  the 
Surety  Company  at  the  close  of  1910,  as  shown  by  the  report  to  the 
Hew  York  Insurance  Department,  amounted  to  $11,861.  A 
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proper  valuation  of  its  liabilities  would  have  reversed  such  surplus 
to  a  deficit. 

Grin  S.  Miller,  an  officer  of  the  Automobile  Insurance  Company, 
subsequently  instituted  proceedings  in  the  courts  of  Indiana  for 
an  annulment  of  the  merger  and  for  the  appointment  of  a  receiver 
for  the  Automobile  Insurance  Company.  The  petition  was 
granted,  the  merger  was  declared  illegal  and  void  and  the  court 
appointed  John  M.  Hall  as  receiver  for  the  said  company  and 
ordered  the  Federal  Union  Surety  Company  to  retransfer  all  the 
assets  acquired  in  the  merger  to  the  said  receiver. 

Pursuant  to  this  order  the  Surety  Company,  on  December  22, 
1910,  transferred  to  the  receiver  all  of  the  assets  acquired  from  the 
Automobile  Insurance  Company.  Out  of  a  total  number  of  1,295.5 
shares  issued  by  the  Surety  Company  in  exchange  for  such  assets, 
1,039.3  have  been  surrendered  and  canceled.  There  are  still  out¬ 
standing  256.2  shares,  representing  a  par  value  of  $25,620,  held 
by  stockholders  who  have  thus  far  apparently  declined  to  return 
such  stock  to  the  receiver  of  the  Automobile  Insurance  Company 
or  to  the  Surety  Company  for  cancellation. 

We  are  advised  that  this  outstanding  stock  does  not  represent  a 
liability  chargeable  to  the  Surety  Company  as  there  are  sufficient 
funds  in  the  hands  of  the  receiver  to  meet  the  obligation  repre¬ 
sented  by  these  outstanding  shares  of  stock. 

There  is  now  pending  an  action  in  the  courts  of  Indiana  wherein 
the  Surety  Company  has  petitioned  for  an  order  subrogating  the 
Surety  Company  to  the  rights  of  the  parties  who  have  failed  to 
return  their  stock  and  directing  the  receiver  to  pay  over  to  the 
Surety  Company  the  sum  of  $32,775,  representing  the  purchase 
price  of  such  stock. 

On  November  21,  1910,  the  Surety  Company  paid  $9,000  to 
W.  J.  Henley,  a  director  in  the  Federal  Union  Surety  Company. 
This  sum  was  to  be  disbursed  by  the  said  W.  J.  Henley  as  commis¬ 
sions  and  services  for  the  sale  of  the  Federal  Union  Surety  stock. 

When  the  contract  for  the  sale  of  this  stock  was  declared  invalid 
and  the  consideration  returned  to  the  receiver  of  the  Automobile 
Insurance  Company,  the  sum  of  $7,645.25  was  returned  to  the 
treasury  of  the  Federal  Union.  We  are  advised  that  the  balance 
had  been  paid  to  Chipman  &  Hendee,  a  firm  of  attorneys  in  Ander- 
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son,  Indiana,  who  have  refused  to  return  that  amount  to  the  Surety 
Company. 

The  minutes  of  the  board  of  directors  or  of  the  executive  com¬ 
mittee,  aside  from  the  resolution  of  October  18,  1910,  above  men¬ 
tioned,  contain  no  reference  to  this  matter  and  the  transaction  has 
been  entirely  omitted  from  the  annual  statement  rendered  to  the 
State  and  Federal  authorities  as  of  December  31,  1910. 

Transactions  With  American  Bankers  Assurance  Company 

On  May  18,  1911,  the  board  of  directors  adopted  a  resolution 
authorizing  a  committee  consisting  of  W.  T.  Durbin,  president, 
and  Samuel  E.  Rauh,  vice-president,  to  sell  the  2,000  shares  of 
treasury  stock  at  the  best  obtainable  price,  but  not  less  than  $120 
per  share. 

On  the  same  day  the  committee  reported  the  sale  of  the  above 
2,000  shares  for  the  sum  of  $250,000  and  the  receipt  of  the  cash 
and  securities  representing  the  purchase  price.  The  board  ap¬ 
proved  the  action  of  the  committee  and  ratified  a  certain  contract 
dated  May  4,  1911,  entered  into  between  the  Federal  Union  Surety 
Company,  iSamuel  E.  Rauh,  W.  T.  Durbin  and  the  American 
Bankers  Assurance  Company. 

This  contract  provided  for  the  sale  of  2,000  shares  of  treasury 
stock  in  the  Federal  Union  to  the  American  Bankers  at  $125  per 
share  or  for  a  total  of  $250,000.  Two  hundred  thousand  dollars  of 
this  amount  was  to  be  applied  for  capital  and  $50,000  for  surplus. 

In  addition  thereto  Durbin  and  Rauh  agreed  to  sell  to  the 
American  Bankers  1,000  privately  owned  shares  of  Federal  Union 
stock  at  $90  per  share,  thereby  giving  to  the  American  Bankers  the 
majority  control.  It  was  also  agreed  that  the  Federal  Union  will 
secure  the  resignations  of  a  majority  of  the  board  of  directors,  the 
resignations  of  officers  and  the  election  of  their  successors  in  accord¬ 
ance  with  the  designation  made  by  the  executive  committee  of  the 
American  Bankers.  Pursuant  to  this  agreement  John  B.  Chris¬ 
tensen  was  elected  president  to  succeed  W.  T.  Durbin,  resigned. 
A.  C.  Landon  was  elected  vice-president  to  succeed  S.  E.  Rauh, 
resigned.  Three  directors  of  the  old  board  also  resigned  and  were 
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succeeded  by  representatives  from  the  American  Bankers  Assur¬ 
ance  Company. 

The  board  also  voted  $2,500  to  S.  E.  Rauh  for  services  rendered. 
The  securities  turned  over  to  the  Federal  Union  Surety  in  ex¬ 
change  for  the  2,000  shares  of  treasury  stock  consisted  approx¬ 
imately  of  $57,000  in  cash  and  certificates  of  deposit  and  $190,000 
bonds  secured  by  mortgage  on  land  in  the  State  of  Missouri  owned 
by  the  “  Missouri  Farm  Colonies  Company.” 

This  land  comprised  approximately  40,000  acres.  There  ap¬ 
pears  to  have  been  a  wide  divergence  of  opinion  among  real  estate 
experts  as  to  the  value  of  such  land.  The  loan  value  has  been 
variously  estimated  by  Department  examiners  from  $50,000  to 
$160,000.  There  is  a  long  history  connected  with  the  acquisition 
of  this  mortgage  by  the  American  Bankers  Assurance  Company 
and  the  subsequent  transfer  of  this  doubtful  asset  to  the  Federal 
Union  Suretv  in  exchange  for  its  treasury  stock. 

In  July,  1911,  the  Honorable  Charles  H.  Maull,  insurance  com¬ 
missioner  of  Delaware,  revoked  the  certificate  of  authority  and 
instituted  proceedings  for  the  appointment  of  a  receiver  for  the 
American  Bankers  Assurance  Company. 

In  August,  1911,  the  Treasury  Department  of  the  United  States 
Government  caused  an  examination  to  be  made  of  the  affairs  of  the 
Federal  Union  Surety  Company  and  as  a  result  of  such  examina¬ 
tion  revoked  the  company's  license  as  surety  on  government  bonds. 

In  August,  1911,  attorneys  for  this  company  investigated  the 
transaction  by  which  the  American  Bankers  acquired  the  control 
of  the  majority  stock  of  the  Federal  Union  Surety  Co.  The  in¬ 
vestigation  showed  that  the  securities  which  the  American  Bankers 
Assurance  Company  turned  over  to  the  Federal  Surety  Company 
were  grossly  inadequate  and  that  the  whole  transaction  was 
fraudulent.  Steps  were  then  taken  to  rescind  the  agreement 
entered  into  between  the  parties  on  May  18,  1911.  With  the  aid 
and  approval  of  the  insurance  commissioner  of  Delaware,  the  con¬ 
tract  was  rescinded  on  September  5,  1911.  All  of  the  securities 
were  returned  to  the  American  Bankers  Assurance  Company  and 
the  2,000  shares  of  treasury  stock  were  surrendered  and  canceled. 
W.  T.  Durbin  again  resumed  the  presidency  of  the  corporation. 


Reports  on  Official  Examination 


797 


Present  Ownership 

Immediately  after  the  rescission  of  the  contract  with  the 
American  Bankers  Assurance  Company  negotiations  were  opened 
with  representatives  of  the  Western  Casualty  and  Guaranty  Com¬ 
pany  with  the  view  of  effecting  arrangements  for  the  purchase 
of  the  stock  of  either  company  by  the  other. 

On  November  6,  19 11,  arrangements  were  concluded  by  means 
of  which  control  of  a  majority  of  the  stock  of  the  Federal  Union 
Surety  Company  passed  to  the  following  stockholders:  R.  P. 
Wofford,  George  A.  Carden,  J.  W.  Wright  and  T.  J.  Lewis. 
These  four  gentlemen  were  elected  directors  of  the  company. 
W.  T.  Durbin  resigned  as  president  and  treasurer.  R.  P.  Wof¬ 
ford  was  elected  to  succeed  him.  Samuel  E.  Rauh  resigned  as 
vice-president.  George  A.  Carden  was  elected  as  vice-president 
and  general  counsel.  The  board  voted  the  sum  of  $1,500  to 
W.  IT.  Durbin  as  compensation  for  services  from  September  19th 
to  November  6,  1911.  An  executive  committee  was  also  elected 
composed  of  R.  P.  Wofford,  J.  W.  Wright  and  George  A.  Car¬ 
den.  A  resolution  was  adopted  defining  the  power  of  the  execu¬ 
tive  committee  and  vesting  such  committee  with  exclusive  au¬ 
thority  to  sell  or  dispose  of  treasury  stock  at  a  price  not  less 
than  the  par  value.  As  the  members  comprising  the  executive 
committee  control  a  majority  of  the  stock  of  the  surety  company 
their  affiliations  with  other  corporations  and  financial  institutions 
is  a  matter  of  interest  to  the  departments  and  is  shown  herein 
as  follows: 

R.  P.  Wofford,  president  of  Federal  Union  Surety  Co.;  cashier  Common¬ 
wealth  National  Bank  of  Dallas,  Texas;  residence,  Dallas,  Texas. 

Geo.  A.  Carden,  vice-president  and  general  counsel  of  the  Federal  Union 
Surety  Company;  vice-president  and  general  counsel  of  the  Western  Casualty 
and  Guaranty  Insurance  Co.;  residence,  Dallas,  Texas. 

J.  W.  Wright,  director  Federal  Union  Surety  Company;  president  Common¬ 
wealth  National  Bank,  Dallas,  Texas ;  residence,  Dallas,  Texas. 


The  Western  Casualty  and  Guaranty  Insurance  Company  re¬ 
ferred  to  herein  is  an  insurance  corporation  organized  under  the 
laws  of  Oklahoma  with  a  principal  office  at  Dallas,  Texas. 
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Financial  Statement 


The  following  statement  shows  the  assets  and  liabilities  as  of 


December  31,  1911. 

Ledger  Assets 

Book  value  of  real  estate .  $14,490  71 

Mortgage  loans  on  real  estate .  187,300  00 

Book  value  of  bonds .  74,815  65 

Deposits  in  banks  and  trust  companies .  97,512  87 

Deposits  held  in  name  of  Excise  Reinsurance  Association ....  47,054  07 

Premiums  in  course  of  collection  written  prior  to  October  1st.  19,693  78 

Premiums  in  course  of  collection  written  on  or  after  October 

first  .  50,242  17 

Bills  receivable  .  4,960  31 

Accounts  receivable: 

Due  from  agents  .  3,178  34 

Due  from  reinsuring  companies .  8,369  93 

Due  from  contractors .  14,901  77 

Due  from  U.  S.  Government .  1,327  46 


Total  ledger  assets  .  $523,847  06 


Non-Ledger  Assets 


Interest  accrued: 

On  mortgages  .  $2,622  19 

On  bonds  . . .  337  96 

On  bank  deposits  .  133  59 


Total  non-ledger  assets  .  3,093  74 

Gross  assets  .  $526,940  80 


Assets  Not  Admitted 

Book  value  of  real  estate  over  market  value  ..  $1,200  00 

Beal  estate  held  as  collateral  to  secure  payment 


of  a  debt  . .  12,290  71 

Book  value  of  bonds  over  market  value .  965  29 

Deposits  held  in  name  of  Excise  Reinsurance 

Association .  228  25 

Premiums  in  course  of  collection  written  prior 

to  October  first  .  19,693  78 

Bills  receivable  . 4,960  31 

Accounts  receivable: 

Due  from  agents  .  495  70 

Due  from  reinsuring  companies .  2,861  96 

Due  from  contractors .  14,901  77 


57,597  77 

$469,343  03 
130,858  17 


$600,201  20 


Total  admitted  assets . 

Impairment  of  capital  stock 
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Liabilities 

Reserve  for  unpaid  losses .  $116,997  33 

Reserve  for  unearned  premiums: 

On  business  written  for  one  year  or  less .  67,334  05 

On  business  written  for  more  than  one  year.  19,622  96 

On  excise  bonds  written  in  Xew  York .  51,119  90 

Advance  premiums  .  21,736  82 

Commissions  due  and  accrued .  12,616  88 

Taxes  due  and  accrued .  5,750  00 

Due  to  reinsuring  companies .  2,802  01 

Premiums  on  risks  transferred  to  other  com¬ 
panies  .  92  81 

Bills  and  accounts  due  and  accrued .  2,128  44 


Total  liabilities  except  capital .  $300,201  20 

Capital  stock  .  300,000  00 


Total  liabilities 


$600,201  20 


Liabilities 

Reserve  for  Losses:  The  reserve  for  losses  represents  the  result 
of  careful  consideration  of  the  company’s  ultimate  liability  in 
all  pending  claims.  The  record  of  such  claims  was  found  in  an 
imperfect  condition.  At  the  request  of  the  examiners  all  pending 
claims  were  entered  on  such  record  and  the  files  examined  in 
detail.  In  our  opinion  the  company  has,  in  recent  years,  under¬ 
estimated  its  liability  on  account  of  losses  incurred.  The  laws 
of  the  various  states  do  not  provide  any  fixed  standards  for  the 
valuation  of  loss  reserves  of  surety  companies.  The  valuation 
of  such  reserves  is  practically  in  the  hands  of  the  companies,  who 
are  expected  to  use  proper  judgment.  The  various  annual  and 
quarterly  statements  submitted  by  this  company  to  state  and 
federal  authorities  indicate  that  it  has  not  used  such  judgment 
and  that  it  has  persistently  under-estimated  its  liability  for  losses 
incurred.  This  was  undoubtedly  due  to  its  financial  condition 
and  to  the  effort  which  it  was  obliged  to  sustain  in  order  to  show 
that  its  capital  was  unimpaired  and  that  it  was  in  possession  of 
surplus  funds. 

In  making  estimates  for  the  purpose  of  the  loss  reserve  the 
examiners  have  made  an  exhaustive  and  critical  investigation  of 
the  facts  involved  in  each  case  and  have  been  guided  in  their 
conclusions  by  the  past  experience  of  the  company  and  by  such 
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information  as  could  be  gathered  from  outside  sources.  It  will 
be  noted  that  there  exists  a  serious  difference  of  opinion  between 
the  company  and  the  examiners  as  to  the  total  amount  properly 
chargeable  as  a  reserve  for  losses.  The  company  estimates  such 
amount  to  be  $35,450.  The  examiners  estimate  the  amount  at 
$116,997.  While  in  a  number  of  cases  the  examiners’  judgment 
is  identical  with  that  of  the  company,  there  are  nevertheless  about 
twelve  serious  cases  which  indicate  the  probabilities  of  future 
large  payments.  Irrespective  of  the  merits  in  each  case,  the  liti¬ 
gation  to  which  the  company  is  exposed  and  the  probability  of 
adverse  verdicts  being  rendered  by  the  courts  in  such  cases  justify 
the  provision  for  an  adequate  reserve. 


Reports  to  State  and  Federal  Authorities 

As  indicated  in  this  report  the  financial  statements  rendered 
to  the  state  and  federal  authorities  yearly  and  quarterly  did  not 
in  the  past  three  years  reflect  the  true  condition  of  the  company. 
'Not  only  has  the  company  under-estimated  its  liabilities  for  losses 
incurred  and  computed  its  unearned  premiums  on  a  wrong 
method,  but  in  addition  thereto  it  has  carried  out  certain  trans¬ 
actions  at  the  end  of  each  period  when  it  was  required  to  submit 
sworn  reports  to  supervising  authorities.  These  transactions  were 
investigated  in  this  examination  and  the  facts  developed  require 
special  comment. 

Contribution  to  Surplus 

According  to  entries  made  on  the  company’s  books  the  stock¬ 
holders  contributed  the  sum  of  $50,000  to  the  surplus  of  the  cor¬ 
poration  on  March  31,  1911,  the  date  of  the  quarterly  report  to 
the  United  States  Treasury  Department.  Such  book  entries 
also  show  that  the  contribution  was  returned  on  May  20,  1911. 

The  examination  of  this  transaction  developed  the  following 
facts:  On  March  31,  1911,  the  directors  of  the  company,  thir¬ 
teen  in  number,  issued  promissory  notes  for  the  following 
amounts : 


Name 

J.  F.  Wild  .... 
Henry  C.  Paul  . 
Newton  Jackson 
L.  C.  Davenport 


Amount 

$5,000  00 
5,000  00 
5,000  00 
5,000  00 
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Name  Amount 

E.  M.  Wilson  .  $1,  000  00 

C.  M.  Abbott  .  2,000  00 

F.  H.  Cutshall  .  1,000  00 

B.  E.  Parrott  . . .  1,000  00 

W.  J.  Henley  .  5,000  00 

Ii.  L.  Beveridge  .  5,000  00 

W.  T.  Durbin  .  5,000  00 

S.  E.  Rauh .  5,000  00 

T.  F.  Rose  . .  5,000  00 


Total .  $50,000  00 


These  notes  were  made  payable  to  the  Federal  Union  Surety 
Company,  were  endorsed  by  the  surety  company  and  discounted 
by  the  Indiana  National  Bank. 

The  hank  on  March  31,  1911,  issued  a  certificate  of  deposit  to 
the  Federal  Union  Surety  Company  for  the  proceeds  of  the  said 
notes.  This  certificate  was  credited  by  the  company  on  its  hooks 
as  a  contribution  to  surplus  and  the  amount  of  such  contribution 
included  in  the  sworn  report  to  the  United  States  Treasury  De¬ 
partment  as  of  March  31,  1911. 

On  May  18,  1911,  the  date  when  the  transaction  with  the 
American  Bankers  Assurance  Company  was  consummated  the 
certificate  of  deposit,  representing  the  above  contribution  was 
surrendered  and  the  directors’  notes  taken  up.  On  the  same  day 
the  company  paid  the  sum  of  $166.67  as  interest  on  loan  from 
the  Indiana  National  Bank. 

This  so-called  contribution  to  surplus,  in  the  light  of  subse¬ 
quent  events,  appears  nothing  more  than  a  loan  obtained  from  the 
Indiana  National  Bank  on  the  credit  of  the  individual  directors. 

The  minutes  of  the  hoard  of  directors  contain  no  reference 
to  this  contribution  and  we  are  advised  that  there  exists  no 
record  indicating  anv  authority  for  its  withdrawal. 

It  is  the  opinion  of  counsel  for  company  that  persons  who  were 
creditors  of  the  company  on  March  31,  1911,  will  have  a  right 
to  recover  as  against  the  individual  directors  if  the  assets  of  the 
corporation  should  prove  insufficient  to  meet  all  of  its  liabilities. 

Burke  and  Durbin  Account:  Burke  &  Durbin  is  a  firm  of 
contractors  who  have  completed  and  are  now  engaged  in  com¬ 
pleting  certain  contracts  for  which  this  company  issued  surety 
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bonds  guaranteeing  their  performance.  We  are  advised  that 
W.  T.  Durbin,  formerly  president  of  the  company,  is  related  to  a 
member  of  the  above  firm.  The  said  W.  T.  Durbin  also  appears 
to  be  vice-president  of  the  Citizens’  Bank  of  Anderson,  Indiana. 

Terre  Haute  Contract:  This  company  guaranteed  the  perform¬ 
ance  of  a  certain  paving  contract  for  the  city  of  Terre  Haute, 
Indiana.  The  principal  defaulted  and  the  company  employed 
Burke  &  Durbin  to  complete  the  contract.  During  1908  the 
surety  company  advanced  $37,500  to  the  contractors.  On  De¬ 
cember  31,  1908,  the  company  obtained  from  the  Citizens’  Bank 
of  Anderson,  Indiana,  a  certificate  of  deposit  for  the  sum  of 
$37,500  in  exchange  for  its  obligation.  The  amount  represented 
by  such  certificate  of  deposit  was  credited  to  the  Burke  &  Durbin 
account  and  treated  as  the  company’s  absolute  assets  in  its  annual 
statement  to  the  state  and  federal  authorities  as  of  December  31, 
1908. 

•  On  February  27,  1909,  the  certificate  of  deposit  was  sur¬ 
rendered  to  the  Citizens’  Bank  of  Anderson,  Indiana,  the  com¬ 
pany’s  obligation  canceled  and  the  amount  charged  back  to  the 
Burke  &  Durbin  account. 

Topeha  Contract:  This  company  guaranteed  the  performance 

of  a  certain  contract  for-  the  construction  of  a  sewer  for  the  citv 

«/ 

of  Topeka,  Kansas.  The  principal  on  the  bond  defaulted  and 
the  surety  company  was  obliged  to  complete  the  work.  The  firm 
of  Burke  &  Durbin  was  employed  by  the  surety  company  for  this 
purpose.  The  contract  resulted  in  a  loss  to  the  surety  company, 
amounting  to  $16,545.46.  The  ledger  account  of  Burke  &  Dur¬ 
bin,  Topeka,  Kansas,  shows  a  loss  of  only  $1,545.46.  The 
analysis  of  this  account  and  an  investigation  and  inquiry  into  the 
meaning  and  purpose  of  certain  book  entries  disclosed  the  fol¬ 
lowing  facts : 

On  December  29,  1909,  the  surety  company  signed  a  promis¬ 
sory  note  for  $21,000  due  in  thirty  days  and  secured  in  exchange 
for  such  note  a  certificate  of  deposit  from  the  Citizens’  Bank  of 
Anderson,  for  a  like  amount.  This  certificate  of  deposit  was 
entered  in  the  company’s  bank  as  a  credit  to  the  Burke  &  Durbin 
account.  The  cash  represented  by  this  certificate  was  included  in 
the  company’s  assets  as  reported  to  the  state  and  federal  authori¬ 
ties  in  the  annual  statement  as  of  December  31,  1909,  without 
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showing  a  corresponding  liability  for  the  obligation  which  had 
been  issued  in  exchange  for  such  certificate. 

On  February  28,  1910,  the  certificate  of  deposit  was  surrend¬ 
ered  and  the  amount  charged  back  to  the  Burke  &  Durbin 
account. 

On  June  28,  1910,  the  company  obtained  three  certificates  of 
deposit  for  $5,000  each  from  the  Citizens’  Bank  of  Anderson. 
These  certificates  were  issued  for  three  notes  of  like  amount 
signed  by  Burke  &  Durbin  and  endorsed  by  the  surety  company. 
The  amounts  represented  by  these  three  certificates  of  deposit 
were  entered  on  the  books  as  credits  to  the  Burke  &  Durbin  ac¬ 
count  and  treated  as  the  company’s  absolute  assets  in  the  sworn 
reports  to  the  United  States  Treasury  Department  as  of  June 
30,  1910,  without  showing  the  corresponding  liability  for  the 
obligation  assumed  by  the  endorsement  of  such  notes. 

During  July,  September  and  October  these  notes  were  paid  by 
the  surety  company,  the  certificates  surrendered  and  the  total 
amount  of  $15,000  charged  on  account  of  surety  losses  sustained 
in  the  State  of  Kansas. 

The  reports  to  supervising  authorities  hereinbefore  referred 
to  were  prepared  during  the  administration  of  W.  T.  Durbin. 

Quarterly  Statement  of  -June,  1911  :  The  quarterly  statement 
submitted  to  the  United  States  Treasury  Department  as  of  June 
30,  1911,  has  been  prepared  in  a  manner  indicating  an  inten¬ 
tion  to  conceal  the  fact  that  the  sum  of  $50,000  which  was  pre¬ 
viously  reported  as  a  contribution  to  surplus  had  been  returned 
to  the  directors  during  the  period  covered  by  the  quarterly  report. 
To  accomplish  this  result  and  at  the  same  time  show  a  reconcilia¬ 
tion  of  the  ledger  assets  at  the  beginning  and  at  the  end  of  the 
quarterly  period  the  company  in  such  report  omitted  two  im¬ 
portant  transactions : 

First:  It  omitted  from  its  income  the  premium  of  $50,000 
obtained  from  the  sale  of  treasury  stock  to  the  American  Bankers 
Assurance  Company. 

Second:  It  omitted  from  its  disbursements  the  payment  of 
$50,000  to  the  directors. 

Both  of  these  transactions  occurred  on  the  same  dav  and  one 

.  c / 

was  evidently  used  as  an  offset  against  the  other.  This  statement 
was  prepared  during  the  administration  of  John  D.  Christensen. 


804 


Reports  on  Official  Examination 


Conclusion 

The  management  which  conducted  the  affairs  of  this  company 
for  the  past  three  years  is,  in  our  opinion,  directly  chargeable 
for  the  difficulties  under  which  the  company  finds  itself  at  present. 

It  entered  into  illegal  contracts  for  the  purpose  of  selling  the 
treasury  stock  and  employed  a  series  of  deceptive  methods  in 
the  reports  to  state  and  federal  authorities.  It  increased  the 
assets  and  diminished  the  liabilities  by  fictitious  book  entries,  by 
loans  from  banks  and  directors  and  by  wrong  estimates  of  in¬ 
curred  liabilities. 

The  financial  statement  shown  in  this  report  reflects,  in  our 
opinion,  the  true  condition  of  this  company.  The  present  owners 
of  the  stock  should  be  required  not  only  to  restore  the  impairment 
as  shown  herein,  but  to  provide  a  satisfactory  surplus  as  a  guar¬ 
antee  of  future  solvency. 

This  report  would  be  incomplete  without  a  word  of  apprecia¬ 
tion  for  the  resident  officers  of  this  company  who  have  afforded 
every  facility  to  make  this  examination  thorough  and  complete. 


THE  GENERAL  ACCIDENT  EIRE  AND  LIFE  ASSUR¬ 
ANCE  CORPORATION,  LIMITED  — U.  S.  BRANCH 

Perth,  Scotland 

Examination  on  condition  as  of  December  31,  1912. 

Report  dabed  May  26,  1913. 

Chief  Examiner:  Arthur  F.  Saxton . 


Financial  Statement 

The  following  statement  shows  the  income  and  disbursements 
for  the  year  1912,  and  the  assets  and  liabilities  as  of  December 
31,  1912. 

Ledger  assets,  December  31,  1911 .  $2,880,544  89 


Net  premiums: 

Accident . 

Health  .  . 

Liability . 

Burglary  and  theft 
Automobile . 


Income 

. $1,037,490  45 

.  333,816  70 

.  1,717,269  14 

.  133,887  53 

.  254,626  25 


Total  premiums 


3,477,090  07 
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$116,517  00 
72,627  69 
10,774  96 
51.798  43 
1,614  32 
16  04 

-  $253,348  44 


Total  income  .  $3,730,438  51 


Total  .  $6,610,983  40 


Policy  fees  . 

Interest  . 

Rents  .  .  . 

Amount  received  from  home  office 

Gross  profit  on  sale  of  bonds . 

Bonus  on  mortgage  renewal . 


Disbursements 

Losses  and  claims: 

Accident . 

Health  . 

Liability . 

Burglary  and  theft . 

Automobile  .  *  . 


$430,143  96 
170,404  24 
660,955  10 
73,294  35 
116,930  97 


Total  losses  and  claims .  1,451,728  62 

Investigation  and  adjustment  of  claims: 

Accident .  $5,451  63 

Health  .  1,078  80 

Liability  .  236,210  16 

Automobile  .  26,128  05 

Burglary  .  *  .  393  33 


Total  investigation  and  adjustment 

Policy  fees  retained  by  agents . 

Commissions : 

Accident . 

Health . 

Liability  . 

Burglary . 

Automobile  . 


$301,889  40 
86,262  90 
516,162  03 
40,200  53 
76,614  65 


269,261  97 
116,517  00 


Total  commissions  .  1,021,129  51 

Salaries,  fees  and  other  compensation  of  officers  and  home 

office  employees  .  210,198  01 

Salaries,  traveling  and  other  expenses  of  agents .  84,041  20 

Medical  examiners’  fees  and  salaries  .  14,279  52 

Inspections  (other  than  medical  and  claim) .  30,713  67 

Rents,  including  $6,608.32  for  company’s  occupancy  of  its  own 

building .  33,310  08 

Repairs  and  expense  (other  than  taxes)  on  real  estate .  10,767  06 

State  taxes  on  premiums .  56,749  24 
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Insurance  Department  licenses  and  fees .  $9,826  61 

All  other  fees  and  taxes .  5,386  42 

Legal  expenses  .  8,719  06 

Advertising  .  9,000  98 

Printing  and  stationery  .  44,493  50 

Postage,  telegraph,  telephone  and  express .  19,392  08 

Furniture  and  fixtures  . 10,932  95 

Remitted  to  home  office  .  130,957  20 

Miscellaneous  expenses  .  51,319  47 

Gross  loss  on  sale  of  bonds .  643  83 


Total  disbursements  .  $3,589,367  98 


Balance  (ledger  assets,  December  31,  1912) 


$3,021,615  42 


Ledger  Assets 

Book  value  of  real  estate .  $213,160  58 

Mortgage  loans  on  real  estate .  19,000  00 

Book  value  of  stocks  .  86,544  15 

Book  value  of  bonds  .  1,659,321  72 

Cash  in  company’s  office  .  11,070  15 

Deposits  in  banks  and  trust  companies  not  on  interest .  63,988  10 

Deposits  in  banks  and  trust  companies  on  interest .  47,032  30 

Premiums  in  course  of  collection,  viz. : 


On  Policies 
issued  on  or 
after  Oct.  1,  1912 

On  Policies 
issued  prior 
to  Oct.  1,  1912 

Accident . 

.  $95,822  06 

$22,463  09 

Health  . 

.  31,940  68 

6,307  89 

Liability  . 

.  496,409  01 

113,946  20 

Burglary  and  theft  . 

.  35,324  27 

11,876  40 

Automobile . 

.  55,935  36 

15,274  59 

Total . 

.  $715,431  38 

$169,868  17 

Amounts  receivable  . . 
Cash  in  branch  offices 


885,299  55 
32,731  83 
3,477  04 


Ledger  assets,  as  per  balance 


$3,021,615  42 


Non- Ledger  Assets 

Interest  accrued  on  bonds .  $21,086  94 

Interest  accrued  on  mortgage  loans .  616  21 


Total  non-ledger  assets  .  21,703  15 


Gross  assets 


$3,043,318  57 
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Deduct  Assets  Not  Admitted 

Premiums  in  course  of  collection  on  business 

written  prior  to  October  1,  1912 .  $169,868  17 

Book  value  of  bonds  and  stocks  over  market 

value  .  94,970  87 

Book  value  of  real  estate  over  market  value...  33,160  58 

Accounts  receivable  .  32,731  83 

-  $330,731  45 


Total  admitted  assets  .  $2,712,587  12 


Liabilities 


Unpaid  losses  and  claims: 

Accident  and  health  .  $197,957  56 

Burglary  and  theft . .  18,291  12 

Automobile .  43,088  17 

Special  reserve  for  liability  losses .  555,679  00 


Total  unpaid  losses  and  claims .  815,015  85 

Unearned  premiums  (pro  rata) .  1,330,401  75 

Commissions  on  business  written  subsequent  to  October  1, 

1912  .  238,477  12 

Salaries,  rents,  bills  and  accounts  due  and  accrued .  11,800  20 

Taxes  due  and  accrued .  69,541  80 

Advance  premiums  .  16,546  70 

Agents’  profits  unpaid  .  3,079  28 


Total  liabilities,  except  capital .  $2,484,862  70 

Deposit  capital  .  $250,000  00 

Impairment  .  22,275  58 


Surplus  as  regards  policyholders .  227,724  42 

Total  liabilities  .  $2,712,587  12 


Remittances  From  Home  Office. 

Upon  notice  of  the  inpairment  of  the  deposit  capital,  the  home 
office  officials  promptly  remitted  to  the  United  States  trustee,  the 
Girard  Trust  Company  of  Philadelphia,  Pa.,  the  sum  of  $243,- 
456.25,  $194,850.00  of  which  was  received  April  11th,  and  $48,- 
606.25  April  15th.  The  receipt  of  the  above  remittances  has 
been  duly  verified  by  this  Department.  The  account  of  the 
United  States  Branch  with  the  Home  Office  shows  that  between 
January  1st  and  May  23,  1913,  the  net  amount  remitted  from 
the  home  office  to  the  United  States  Branch  was  $213,570.57. 
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Reconciliation  of  Company’s  Annual  Statement  With 
Financial  Statement  Shown  in  This  Report 

On  December  31,  1912,  the  company  in  its  annual  statement 
reported  as  a  surplus  over  liabilities,  including  the  deposit  capital 
of  $250,000,  the  sum  of  $332,079.59.  As  a  result  of  this  ex¬ 
amination,  we  report  an  impairment  in  the  deposit  capital  of 


$22,275.58,  or  a  decrease  of 

$354,355.17.  This 

decrease  is 

accounted  for  in  the  following 

manner : 

Amount 

Amount 

reported  by 

reported  by 

Company 

Department 

Uncollected  premiums  over  90  days 

due ....  $76, 943  72 

$169,868  17 

Unpaid  losses  and  claims . 

259,336  85 

Reserve  for  unpaid  liability  losses.  .  . 

555,679  00 

Unearned  premium  reserve . 

1,330,401  75 

Unpaid  commissions  . 

.  269,451  93 

238,477  12 

Unpaid  bills  . 

.  10, 000  00 

11,  800  20 

Accounts  receivable  . 

32,731  83 

Due  agents  for  profits . . 

3,079  28 

Totals . 

.  $2,247,019  03 

$2,601,374  20 
2,247,019  03 

Total  decrease  in  surplus 


$354, 355  17 


Tlie  amount  of  the  difference  in  the  above  items  is  set  forth 


herewith : 

« 

Decrease  by  Increase  by 

Department  Department 

Uncollected  premiums  over  ninety  days  due .  $92,924  45 

Unpaid  losses  and  claims .  83,817  61 

Reserve  for  unpaid  liability  losses .  129,829  00 

Unearned  premium  reserve .  73,847  16 

Unpaid  commissions  .  $30, 974  81  . 

Unpaid  bills .  1,  800  20 

Accounts  receivable  .  32  28 

Due  agents  for  profits .  3,079  28 


$30,974  81  $385,329  98 

30,  974  81 


Total  net  increase  by  department .  $354,355  17 


Uncollected  Premiums :  The  difference  of  $92,924.45  in  this 
item  is  largely  attributable  to  return  premiums  due  agents  for 
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policies  on  which  the  premiums  had  been  paid  prior  to  October 
1 ,  1912,  but  not  cancelled  until  subsequent  to  that  date. 

Unpaid  Losses  and  Claims:  Specific  estimates  were  used  in 
determining  the  liability  for  unpaid  accident,  health,  burglary 
and  automobile  claims.  Where  payment  had  been  made  since 
January  1,  1913,  the  amount  paid  wras  used  in  determining  the 
amount  of  iiabilitv.  All  open  cases  were  actually  examined  and 
as  a  result,  the  company's  estimates  have  been  increased  $83,- 
817.61.  Approximately  $30,000  of  this  is  on  account  of  claims 
incurred  prior  to  December  31,  1912,  notices  of  which  were  not 
received  until  subsequent  to  that  date.  The  balance  of  such  in¬ 
crease  is  due  largely  to  information  received  since  December  31, 
1912,  on  claims  incurred  prior  to  that  time.  This  increase  in  the 
company's  reserves  was  distributed  to  the  various  lines  as  follows : 


Company's  Department’s  Increase  by 

Estimate  Est  mate  Department 

Accident  and  health .  $124,294  79  $197,957  56  $73,662  77 

Burglary .  15,  136  28  18,291  12  3.154  84 

Auomobile .  36.088  17  43, OSS  17  7,000  00 


Totals .  $175,519  24  $259,336  85  $83,817  61 


Reserve  for  Unpaid  Liability  Losses 

This  reserve  is  calculated  according  to  the  provisions  of  section 
86  of  the  Insurance  Law,  which  provides  that  the  ratio  of  loss 
payments  and  outstanding  to  earned  premiums  for  past  years 
be  ascertained  and  applied  to  the  earned  premiums  of  recent 
years,  and  after  deducting  the  loss  payments,  the  balance  shall  be 
the  reserve,  except  that  a  suit  test  is  provided  for  the  first  three 
years  of  the  last  five  year  period,  and  in  case  the  remainder 
should  prove  insufficient,  an  amount  equal  to  $750  for  each  out¬ 
standing  suit  is  carried  into  the  reserve.  A  reserve  of  $750 
for  each  suit  on  business  between  five  and  ten  vears  old  is  charged, 
as  well  as  $1,000  for  each  suit  on  business  written  prior  to  ten 

vears  from  the  time  in  which  the  statement  is  made.  All  claim 
«/ 

expenses  are  included  in  loss  payments.  Certain  items  of  ex¬ 
penses  consist,  in  part,  of  acquisition  expense  and  in  part  of  claim 
expense.  The  claim  expense  portion  of  such  items  is  not  charge¬ 
able  to  any  specific  claim  or  claims,  but  is  chargeable  to  the  claim 
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expense  as  a  whole.  The  custom  generally  is  to  allocate  the 
amount  of  such  items  to  the  two  Departments  on  a  percentage 
basis  once  a  month.  This  has  been  done  by  the  company  for 
the  years  of  1911  and  1912,  but  for  previous  years  this  was  not 
done.  It  was  found  to  be  impossible  to  go  back  through  the  ex¬ 
penses  of  the  eight  years  prior  to  1911  and  correctly  distribute 
the  various  expenses  item  by  item  into  the  two  classes.  The 
company  took  arbitrary  amounts  for  the  unallocated  expenses  for 
these  years.  In  order  to  produce  a  proper  reserve,  these  unal¬ 
located  expenses  must  be  treated  consistently  for  the  various  years. 
The  method  of  distribution  for  the  years  1911  and  1912  was 
thoroughly  checked  and  found  to  be  correct.  The  percentage  of 
the  unallocated  to  the  losses  and  allocated  expenses  for  these  two 
years  was  ascertained  and  applied  to  the  losses  and  allocated  for 
the  previous  years  in  order  to  obtain  the  unallocated  for  such 
years  on  a  correct  and  consistent  basis.  To  illustrate,  I  submit 
herewith  tables  showing  the  losses  and  allocated  together  with 
the  unallocated,  and  percentage  of  latter  to  former  for  the  years 
1903-1912  inclusive,  as  submitted  by  the  company  and  by  your 
examiners. 


Year  of  Issue 

Company’s  Figures 

Losses  and 
allocated 

Unallocated 

Percentage 
of  unallo¬ 
cated  to 
lossses  and 
allocated 

1903 . 

.  $93,321 

$3,  906 

4% 

1904 . 

.  76,119 

4,  948 

7% 

1905 . 

.  77, 726 

5,840 

8% 

1906 . 

.  157, 026 

7,762 

5% 

1907 . 

.  218,  165 

14,  462 

7% 

$622, 357 

$36,918 

Average . 

.  5.9% 

1908 . 

.  $291,266 

$28,129 

10% 

1909 . 

.  499,697 

40,  692 

8% 

1910 . 

.  562,699 

60,  485 

11% 

1911 . 

.  393, 690 

83,840 

21% 

1912 . 

.  226, 885 

45,687 

20% 

$1,  974,237 

$258,  833 

Average . 

.  13.1% 

Grand  average 


11.4% 


1903. 

1904 

1905 
1900 
1907 


1908 

1909 

1910 

1911 

1912 
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Our  Figures 

$93,321 

$12, 938 

14% 

76,119 

14,  304 

19% 

77,726 

18,  230 

23% 

157, 025 

28,  177 

18% 

218, 165 

38,389 

18% 

$622,356 

$112,  038 

Average .  . 

18.0% 

$291,  266 

$54, 502 

19% 

499, 69S 

71,730 

14% 

562,  699 

76,437 

14% 

393, 690 

83,  874 

21% 

226,884 

45, 717 

20% 

$1,  974,  237 

$332,260 

Average . . 

17% 

Grand  average .  17.1% 

It  will  be  noted  that  the  company’s  figures  show  that  the  per¬ 
centage  for  the  last  five  years  is  more  than  double  that  of  the  pre¬ 
vious  five  years,  while  onr  percentages  differ  only  by  1  per  cent, 
for  the  two  five-year  periods.  The  company,  in  using  its  figures 
obtained  a  double  benefit.  In  the  first  place  the  proportionate 
small  amounts  carried  as  unallocated  for  the  first  five  years  re¬ 
sulted  in  producing  a  reduced  experience  ratio,  from  which  the 
reserve  is  computed,  and  in  the  second  place  the  proportionate 
large  amounts  for  the  second  five-year  period  resulted  in  increas¬ 
ing  the  amounts  to  be  deducted  from  the  earned  premiums.  The 
percentage  of  losses  and  outstanding  to  earned  premiums  for  the 
years  1903-1907,  inclusive,  in  the  company’s  figures  wTas  57,  and 
on  ours  63.9.  In  order  to  show  in  detail  our  increase  in  this  item, 
I  submit  herewith  the  computation  of  the  liability  loss  reserve  by 
the  company  and  by  your  examiners. 


Computation  of  Liability  Loss  Reserve  by  Company 


Year  of 

Issue 

57%  of 
the  earned 
premiums 

Loss  payments 
and  expenses 

Remainder 

Outstanding 
suits  at  §750 
each 

Reserve 

1908 . 

. .  $332, 092 

$319,395 

$12,  697 

$14,250 

$14,250 

1909 . 

541,070 

540,  389 

681 

35,  250 

35,250 

1910 . 

621,563 

623,  184  . 

65,250 

65. 250 

1911 . 

572,112 

477,  530 

94,582 

144,  110 

94,  582 

1912 . 

473,  340 

272,  572 

200,768 

233,531 

200,  768 

Totals . 

.  .$2,540,  177 

$2,233,  070 

$308,  728 

$492,391 

$410.  100 

Reserve  for  suits  in  previous  years .  15,  750 


Total  reserves  per  company’s  statement .  $425,850 
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Computation  of  Liability  Loss  Reserve  by  Examiners. 


63.9%  of  Outstanding 

Year  of  the  earned  Loss  payments  suits  at  $750 

Issue  premiums  and  ex  tentes  Remainder  each  Reserve 

1908  .  $372,293  $345,768  $26,525  $14,250  $26,525 

1909  .  606.568  571,428  35,140  35,250  35,250 

1910  .  696,806  639,136  57,670  65,250  65,250 

1911  .  641,369  477,564  163,805  144,110  163,805 

1912  .  521,700  272,601  249,099  233,531  249,099 


Totals.  .  .$2,  838,736  $2,306,497  $532,239  $492,391  $539,929 

Reserve  for  suits  in  previous  years .  15,750 


Total  reserve  per  examiners’  statement .  $555,679 


Unearned  Premiums  Reserve:  The  increase  of  $73,847.16  in 

this  item  is  due  to  the  fact  that  the  company  reported  on  a  50 

per  cent  basis,  while  our  figures  were  computed  on  a  pro  rata 

bv  month  basis. 

€/ 

Unpaid  Commissions:  This  decrease  of  $30,974.81  was  due  to 
the  transfer  of  $92,924.45  of  the  uncollected  premiums  from 
under  dues  to  over  dues. 

Unpaid  Bills:  A  check  of  the  actual  payments  subsequent  to 
January  1,  1913,  on  account  of  debts  incurred  previous  to  that 
time  is  responsible  for  this  increase  of  $1,800.20. 

Accounts  Receivable :  This  amount  of  $32.28  was  carried  as 
cash  in  bank  when  it  should  have  appeared  as  accounts  receivable. 

Due  Agents  for  Profits:  This  item  of  $3,079.28  was  found 
to  be  due  agents  on  December  31,  1912,  for  profits  under  the  pro¬ 
visions  of  their  profit-sharing  contracts,  and  not  carried  as  a  lia¬ 
bility  by  the  company. 

Conclusion 

The  remittance  from  the  home  office  of  $243,456.25  has  placed 
the  United  States  branch  in  possession  of  a  substantial  surplus 
over  all  liabilities.  An  examination  of  the  United  States  branch 
of  this  company  will  be  made  as  of  December  31,  1913,  when  a 
full  report  on  its  condition  as  of  that  date  will  be  submitted. 
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ILLINOIS  SURETY  COMPANY 
Chicago,  III. 

Joint  examination  by  the  Insurance  Departments  of  Illinois, 
New  York  and  Michigan  on  condition  as  of  December  31,  1912. 
Report  dated  February  8,  1913. 

Examiners:  Lucius  Pfonts  for  Illinois ,  John  L.  Train  for 
New  York ,  and  R.  A.  Palmer  for  Michigan, 


History 

The  Illinois  Surety  Company  was  incorporated  on  April  13, 
1905,  under  the  laws  of  the  State  of  Illinois  with  a  capital  stock 
of  $250,000  and  a  paid-in  surplus  of  $50,000.  On  December  30, 
1912,  the  capital  of  the  company  was  increased  $250,000  and 
$50,000  additional  paid  in  to  surplus,  making  a  total  capital  of 
$500,000  and  the  total  paid-in  surplus  $100,000.  The  increase 
in  capital  in  December,  1912,  and  the  amount  paid  in  to  surplus 
were  verified  by  the  Illinois  Insurance  Department.  Under  its 
charter,  the  company  is  authorized  to  transact  the  business  of 
fidelity  and  surety  insurance,  and  transacts  business  in  twenty- 
seven  States,  the  District  of  Columbia  and  the  Panama  Canal 
Zone. 

Financial  Statement 

As  a  result  of  this  examination  we  find  the  financial  condition 
of  the  company  as  of  December  31,  1912,  to  have  been  as 
follows : 

Ledger  Assets 

Book  value  on  bonds . 

Cash  in  office . 

Cash  in  hands  of  New  York  Excise  Reinsurance 

Association . 

Deposits  in  banks  on  interest . 

Uncollected  premiums  on  policies  issued  on  or 

after  October  1,  1012 . 

Uncollected  premiums  on  policies  issued  prior 

to  October  1,  1912 . 

Accounts  receivable  . 

Advances  on  contracts . 

Agent’s  balance  . 

Hills  receivable  . 


$422,  125  1 7 
57  00 


39.237  9S 
371,  014  24 

53,131  91 

95.  768  38 
2,  358  85 
27,  672  25 
462  52 
10,605  75 


Total  ledger  assets 


$1,022,434  03 
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Xon-Ledgcr  Assets 


Interest  accrued  on  bonds .  $5,044  60 

Gross  assets  .  $1,027,478  63 


Deduct  Assets  2\ot  Admitted 


Bill  receivable  .  $10, 605  75 

Accounts  receivable  .  2,  358  85 

Advances  on  contracts .  27,672  25 

Uncollected  premiums  on  policies  issued  prior 

to  October  1,  1912 .  95,768  38 

Agent’s  balance  .  462  52 

Book  value  of  bonds  over  market  value .  10,055  17 


146,922  92 


Admitted  assets  .  $880,555  71 


Liabilities 

Unpaid  claims: 

Fidelity .  $5,856  30 

Suretv .  75,  403  15 

Surety  under  New  York  excise  reinsurance 

agreement .  17,057  50 


Total  unpaid  claims .  $98,316  95 

Unearned  premiums: 

One  year  or  less,  50  per  cent.  .  .  $145,  365  23 

Term,  pro  rata .  22,261  77 

Excise  risks  in  New  York  State, 

75  per  cent .  35,853  39 


Total  unearned  premiums .  203,480  39 

Commissions .  15,  408  26 

Accrued  bills  .  1, 854  56 

Unpaid  taxes  (estimated) .  4,  829  97 

Reinsurance .  1,  546  13 

Advance  premiums  .  4,803  59 


Total  liabilities,  except  capital .  $330,  236  85 

Capital  paid  up  in  cask .  $500,000  00 

Surplus  over  all  liabilities .  50,318  86 


Surplus  as  regards  policyholders 


550,  318  86 


$880,555  71 


Total  liabilities 
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Liabilities 

Unpaid  Claims:  With,  the  exception  of  claims  arising  under 
the  agreement  with  the  New  York  Excise  Reinsurance  Associa¬ 
tion,  the  reserve  for  unpaid  claims  is  based  upon  the  judgment 
of  the  examiners  after  a  careful  investigation  of  the  claim  files 
in  each  individual  case.  This  method  of  determining  the  ulti¬ 
mate  losses  on  incurred  claims  is  unscientific  for  in  no  class  of 
insurance  are  the  claims  more  uncertain  as  to  their  final  deter¬ 
mination.  The  legal  technicalities  involved  are  numerous  and 
the  constantly  changing  attitude  of  the  courts  as  to  defenses  not 
affecting  the  merits  of  the  case  also  have  their  affect  on  the  loss 
ratio.  Where  individual  estimates  are  used  based  ou  the  facts 
as  set  forth  in  the  claim  files,  the  reserve  of  the  examiners  based 
on  the  individual  cases  is  liable  to  be  less  than  the  ultimate  aggre¬ 
gate  loss  on  all  the  outstanding  claims.  Many  claims  that  are 
filed  before  December  31,  1912,  do  not  contain  sufficient  infor¬ 
mation  or  are  not  so  developed  as  to  form  a  basis  for  an  adequate 
reserve.  These  claims  undoubtedly  cost  more  than  the  nominal 
reserve  set  up  by  either  the  company  or  examiners. 

In  addition  to  the  information  as  disclosed  by  the  claim  files, 
we  have  also  taken  into  consideration  the  arguments  of  the  officials 
of  the  company  on  individual  cases,  and  the  experience  of  the  com¬ 
pany  as  to  estimates  made  in  previous  years.  The  system  of 
keeping  claim  records  is  inadequate  and  incomplete.  Yo  claim 
book  is  maintained.  Such  a  book  should  contain  a  record  of  everv 

9s 

notice  of  claim  filed  with  the  company  and  its  history.  The 
original  list  of  outstanding  claims  which  the  company  intended 
to  use  in  its  annual  statement  was  incomplete.  We  believe  that 
the  failure  of  the  company  to  report  all  unpaid  claims  was  due 
to  a  misunderstanding  of  the  requirements  of  the  statement  blank. 
The  officials  of  the  company  had  taken  the  position  that  only 
claims  upon  which  they  believed  a  loss  would  occur  should  be 
included  in  its  schedule  of  unpaid  claims.  That  the  judgment 
of  the  company  officials  has  been  erroneous  in  some  instances  was 
shown  by  completing  the  schedule  of  outstanding  claims  for  De¬ 
cember  31,  1911.  A  number  of  claims  unreported  on  that  date  as 
outstanding  have  resulted  in  losses.  The  only  experience  re- 
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ported  by  the  company  which  can  be  used  as  a  basis  for  showing 
a  comparison  of  payments  to  estimates  is  the  schedule,  com¬ 
pleted  by  the  examiners,  of  the  outstanding  claims  as  of  Decem¬ 
ber  31,  1911.  On  that  date  the  company  reported  an  estimate- 
on  outstanding  claims  of  $53,600.39.  During  1912  the  losses  paid 
on  these  claims  amounted  to  $58,568.19,  and  we  estimate  the 
amount  to  be  paid  on  the  balance  of  the  claims  to  be  $56,201.51, 
showing  that  the  claims  were  underestimated  $61,170.31. 

The  statement  of  the  l\ewr  York  Excise  Reinsurance  Associa¬ 
tion  showing  its  estimates  for  outstanding  claims  on  December  31, 
1912,  has  been  verified  bv  the  Yew  York  Insurance  Deoartment. 

In  December,  1912,  the  company  canceled  the  premiums  in 
force  on  contract  bonds  covering  contracts  providing  for  the  com- 
pletion  of  the  work  prior  to  December  31,  1912.  It  is  the 
opinion  of  the  examiners  that  on  many  such  contract  cases  suffi¬ 
cient  evidence  had  not  been  furnished  the  home  office  of  the 
company  to  warrant  the  cancellation  at  that  date. 

In  this  examination  we  have  considered  premiums  on  the  con¬ 
tract  where  the  work  is  not  completed  as  being  in  force  until  the 
final  completion  of  the  contract  and  that  until  then  the  company 
may  be  liable  for  a  loss.  The  unearned  premiums  on  the  policies 
cancelled  by  the  company  in  December  under  these  conditions 
amounted  to  $3,809.04. 

Surplus 

On  December  31,  1911,  the  company  reported  a  surplus  of 
$90,229.89.  The  surplus  on  December  31,  1912,  is  found  to  be 
$50,318.86,  or  a  decrease  during  the  year  of  $39,911.03.  On 
December  30,  1912,  the  stockholders  of  the  company  paid  in  to 
surplus  $50,000,  so  that  the  actual  loss  to  the  company  amounted 
to  $89,911.03.  The  decrease  in  surplus  is  accounted  for  as 
follows : 


Underwriting 


Underwriting  income  earned .  $290,027  68 

Less  underwriting  losses  and  expenses .  373,240  25 


Loss  from  underwriting 


$83,222  59 
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Investments 


Investment  income  earned .  $15,746  83 

Investment  losses  and  expenses .  2,435  32 


Gain  from  investments 


Net  loss  . 

Surplus  paid  in .  $50,000  00 

Dividends  to  stockholders .  20,000  00 


$13,  311  56 


$69,911  03 


Gain 


30,  000  00 


Net  loss  in  surplus  during  1912 


Dividends 


Since  the  incorporation  of  the  company, 


dends  have  been 


declared 


and  pan 


Year 

1907 

1908 

1909 

1910 

1911 

1912 


Total 


$39,  911  03 

follow 

ing  divi- 

Rato 

Amount 

5% 

$12.  500 

5% 

12,  500 

6% 

15, 000 

6  t:/o 

15, 000 

6% 

15,  000 

8% 

20,  000 

$90.  000 

Management 

The  present  officers  of  the  eompanv  are : 

President . 

Vice-President . 

Treasurer  . 

Secretary . 

Assistant  Secretary  . 

«/ 

Pecording  Secretary  . 


Albert  J.  Hopkins 
William  Grote 
William  S.  Beaupre 
Charles  E.  Schick 
J.  Howard  Cahill 
James  S.  Hopkins 


The  legal  firm  of  Hopkins,  Fetters  and  Hopkins  are  retained 
as  general  counsel. 

The  board  of  directors  consists  of  nineteen  members. 

An  executive  committee  composed  of  five  directors,  has  all  the 
powers  given  to  the  board  of  directors,  when  not  in  session.  Such 
committee  holds  weekly  meetings,  its  principal  duties  being  to 
pass  upon  all  applications  for  bonds.  If  the  application  is  dis¬ 
approved  the  bond  is  not  written,  or  if  written  before  submission 
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to  the  Committee  and  then  disapproved  it  is  cancelled  if  possible, 
or  additional  collateral  requested. 

The  expense  of  management  for  the  year  1912  was  56  per  cent, 
of  the  premium  income. 

A.  J.  Hopkins,  formerly  United  States  Senator  from  Illinois, 
was  elected  president  of  the  company  on  February  12,  1910,  and 
as  such  officer  has  direct  charge  of  the  management  of  the  com¬ 
pany.  It  is  believed  that  under  the  present  administration,  the 
character  of  the  business  written  has  greatly  improved.  Although 
the  company  showed  a  large  underwriting  loss  during  1912,  many 
of  the  bonds  on  which  the  losses  occurred  were  written  prior  to 
1910.  Mr.  Hopkins  is  also  the  senior  partner  of  the  legal  firm  of 
Hopkins,  Peffers  and  Hopkins,  the  general  counsel  of  the  company. 


LONDON  GUARANTEE  AND  ACCIDENT  COMPANY, 

LIMITED  —  U.  S.  BRANCH 

London,  England 

* 

Examination  on  condition  as  of  December  31,  1912. 

Report  dated  April  12,  1913. 

Examiner:  JolmL.  Train. 

History 

The  London  Guarantee  and  Accident  Company,  Limited,  was 
incorporated  in  London,  England,  in  1869,  and  the  United  States 
branch  of  the  company  was  authorized  to  transact  the  business 
of  insurance  in  the  State  of  New  York  in  November,  1892. 

The  main  office  of  the  LTnited  States  branch  is  located  in 
Chicago,  Illinois.  The  company  is  authorized  to  transact  the 
business  of  accident  and  health,  liability,  steam  boiler,  burglary 
and  theft,  credit,  automobile  and  teams  property  damage  insurance 
in  the  State  of  New  York.  At  the  present  time  the  company 
transacts  business  in  thirty-one  states  and  the  territory  of  Hawaii. 

The  company  has  placed  in  the  hands  of  four  trustees  in  the 
United  States  a  portion  of  its  funds,  who  hold  the  same  under  a 
certain  deed  of  trust  dated  January  24,  1893.  A  certified  copy 
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of  such  deed  of  trust  is  filed  with  this  report.  The  present  trustees 
are  Orson  Smith,  David  R.  Forgan  and  John  S.  Runnels,  of 
Chicago,  111.,  and  Thatcher  M.  Brown  of  Few  York  city. 

F.  W.  Lawson  is  the  general  manager  for  the  United  States 
branch  of  the  company. 


Financial  Statement 


A  statement  of  the  income  and  disbursements  of  the  company 

from  January  1,  1912,  to  December  31,  1912,  is  as  follows: 

Ledger  assets  December  31,  1911 .  $3,  500,103  55 


Income 


Xet  premiums: 

Accident .  $85,  187  33 

Health  .  13,161  40 

Liability .  2,  286,503  10 

Workmen’s  compensation  .  680,  973  57 

Steam  boiler  .  20,  710  28 

Burglary  and  theft .  108,  388  03 

Credit .  351,604  59 

Auto  and  teams  property  damage .  164,330  70 

Workmen’s  collective  .  74,  853  58 


Total  net  premiums . * .  $3,785,712  64 

Interest  on  bonds .  95,026  91 

Interest  on  bank  deposits .  3,867  17 

Interest  on  delayed  premiums .  126  65 

Profit  and  loss  account,  writing  off  old  checks.  356  95 

Cash  received  from  home  office,  London .  381,962  85 


Total  income 


4,267,053  17 


Total 


$7,  827,  156  72 


Disbursements 


Xet  losses  paid : 

Accident .  $58,  792  83 

Health .  8,  283  79 

Liability .  1,333,242  90 

Workmen’s  compensation  .  68,  872  28 

Steam  boiler  . 2,999  86 

Burglary  and  theft .  52,663  51 

Credit  . .  232,516  17 

Auto  and  teams  property  damage .  45,362  91 

Workmen’s  collective  .  48, 431  17 


Total  losses  paid 


$1,  851,  165  42 
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Investigation  and  adjustment  of  claims: 


Accident .  $3,291  7S 

Health .  127  SO 

Liability .  421,565  75 

Workmen’s  compensation  .  6.  873  45 

Burglary  and  theft .  2,274  00 

Credit .  4,  765  48 

Auto  and  teams  property  damage .  791  64 


Commissions  or  brokerage: 

Accident .  $29,621  82 

Health .  4,401  71 

Liability  and  workmen’s  compensation .  735,429  48 

Steam  boiler  .  5,  157  61 

Burglary  and  theft .  36,791  63 

Credit .  105,509  50 

Auto  and  teams  property  damage .  43,  131  05 

Workmen’s  collective  .  16, 971  45 


Total . 

Salaries,  fees  and 
and  home  office 
Salaries,  traveling 


all  other  compensation  of 

employees . 

and  ail  other  expenses  of 


bv  commissions 
Inspections . 


officers,  trustees 


agents  not  paid 


State  taxes  on  premiums . 

Insurance  department  licenses  and  fees .  . 

Personal  property  tax . 

State,  city,  county  taxes  and  fees . 

Income  tax,  sterling  bonds . 

Legal  expenses  . 

Advertising . 

Printing  and  stationery . 

Postage,  telegraph,  telephone  and  express 

Furniture  and  fixtures . 

Remitted  to  home  office,  London . 

Office  and  general  expenses . 

Exchange  . 

Bureau  subscriptions  . 


977,  014  25 

99.444  26 

96,842  37 
38,506  14 
9,821  34 
51,000  90 
4,350  15 

1,  170  29 

2,  162  64 

50  04 
1.877  18 
11,084  81 
18.043  05 
6.041  17 
2.587  86 
57.  125  30 
5,957  23 
680  18 
8.334  80 


T otal  disbu rsemenis 


$3,683,039  37 


Balance  (ledger  assets)  December  31,  1912 


$4.  144,  117  35 


Reports  on  Official  Examination 


821 


I  find  the  assets  and  liabilities  of  the  company  as  of  December 
31,  1912,  to  have  been  as  follows: 


Ledger  Assets 

Book  value  of  bonds . 

Cask  in  office . 

Cash  in  bank  on  interest . 

Premiums  in  course  of  collection: 


$2,  922,  960  21 
1.500  00 
349,  418  69 


Accident . 

Health . 

Liability . 

Steam  boiler  . 

Burglary  and  theft . 

Auto  and  teams  property  dam¬ 
age  . 

Workmen’s  collective  . 


Under 
90  days  due 

$15,068  96 
3,713  28 
590,969  80 
7,323  65 
28,  181  22 

31,922  62 
15,377  51 


Over 

90  days  due 

$2,273  33 
739  73 
140, 179  22 
1,691  66 
1,006  22 

1,468  24 
3,069  50 


Totals . $692,557  04  $150,427  90 


Funds  in  liand3  of  Workmen’s  Compensation  Reinsurance  and 

Inspection  Bureau  . 

Funds  in  hands  of  claim  agents . 

Agents’  suspense  account . 

Traveling  suspense  account . 


842,984  94 

4,881  70 
5,700  00 
15,672  12 
999  69 


Ledger  assets 


$4,144,117  35 


Non-Ledger  Assets 


Interest  due  or  accrued  on  bonds .  38,081  48 

Gross  assets  .  $4,  182,  198  83 


Deduct  Assets  Not  Admitted 
Premiums  in  course  of  collection  written  prior 


to  October  1,  1912 .  $150,427  90 

Book  value  of  bonds  over  market  value .  180,414  16 

Funds  in  hands  of  claim  agents .  5,700  00 

Agents’  suspense  account .  15,  672  12 

’Traveling  suspense  account .  999  69 

Error  in  balance  Workmen’s  Compensation  Re¬ 
insurance  and  Inspection  Bureau .  226  78 


353,440  65 


$3,828,758  18 


Admitted  assets 
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Liabilities 


Losses  and  claims: 

Accident .  $38,  535  14 

Health  .  2,  118  03 

Steam  boiler  .  4,  047  00 

Burglary  and  theft .  10,231  29 

Credit .  46,  003  09 

Auto  property  damage .  13,496  07 

Workmen’s  collective  .  9,604  81 


Total .  $124,035  43 

Reserve  for  unpaid  liability  losses .  1,088,093  00 

Reserve  for  credit  policies  expiring  in  October, 

November  and  December,  1912 .  41,703  25 

Reserve  for  accrued  losses  on  credit  policies  in 

force  December  31,  1912 .  72,922  08 


Total  unpaid  claims  and  expense  of  settlement .  $1,326,753  76 


LTiearned  premiums: 

One  year  or  less  (50%) .  $1,272,781  13 

Term  (pro  rata) .  134,776  61 


Total  unearned  premiums . 

Commissions  or  brokerage  unpaid: 

Accident  and  health . . . 

Liability  and  workmen’s  compensation . 

Steam  boiler  . 

Burglary  and  theft . 

Auto  property  damage . 

Workmen’s  collective  . 


1,  407 , 557  74 


$6,336  33 
138,070  54 
2,  150  81 
9,482  12 
8,778  72 
3,812  38 


Total  commissions  or  brokerage .  168,  630  90 

Salaries,  rents,  expenses,  etc.,  due  or  accrued .  917  84 

Taxes  on  premiums .  52,524  27 

Return  premiums  .  35,159  28 

Reinsurance .  7,  663  77 

Advance  premiums  .  742  03 

Outstanding  checks  credited  to  profit  and  loss .  356  95 


Total  liabilities  except  deposit  capital .  $3,000,306  54 

Capital  deposit,  State  of  New  York .  $250,000  00 

Surplus  over  all  liabilities .  578,451  64 


Surplus  as  regards  policyholders .  828,451  64 

Total  liabilities  .  $3,828,758  18 


Claim  Settlements 

An  investigation  of  the  paid  claims  covering  insurance  for  ac¬ 
cident,  health,  burglary  and  theft  and  workmen’s  collective  in- 
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dicates  that  the  company  intends  to  treat  its  policyholders  fairly 
in  the  settlement  of  claims.  As  a  result  of  the  examination,  one 
claim  for  accidental  death  was  reopened  and  an  additional  $1,- 
500.00  paid  to  the  beneficiaries.  In  this  case  the  facts  concern¬ 
ing  the  accident  seem  to  have  been  misrepresented  to  the  company 
by  the  claim  adjuster. 

It  is  recommended  that  a  separate  claim  record  he  installed  for 
credit  and  automobile  property  damage  claims. 

The  Credit  Insurance  Adjustment  Company,  which  is  com¬ 
posed  chiefly  of  general  agents  of  the  company,  writes  all  of  the 
credit  insurance  of  the  company  and  has  charge  of  all  the  col¬ 
lections  from  salvage  on  credit  losses.  Under  its  agreement  with 
this  company,  the  adjustment  company  makes  returns  to  the  com¬ 
pany  for  salvage  collected  and  also  pays  to  the  assured  any  portion 
of  salvage  due  him.  It  has  been  suggested  that  the  hooks  of  the 
adjustment  company  be  audited  to  ascertain  whether  both  the 
company  and  the  assured  have  received  proper  returns  from 
salvage.  This  company  is  now  making  such  an  audit  of  the 
various  offices  of  the  adjustment  company  and  upon  its  com¬ 
pletion  will  make  a  report  to  the  Department. 

Workmen  s  C  ompensation 

This  company  is  writing  workmen’s  compensation  insurance 
in  the  following  states,  viz:  California,  Illinois,  Massachusetts, 
Michigan,  Uew  Jersey,  Rhode  Island  and  Wisconsin.  An  investi¬ 
gation  has  been  made  during  the  course  of  this  examination  of  the 
method  of  settling  claims  arising  under  compensation  policies. 
The  following  schedule  will  show  the  number  of  claims  for  com¬ 
pensation  made  prior  to  December  31,  1912. 

Claims 


on  which  In- 

Disabled  less 

Loss  of 

Permanent 

Total  No. 

demnity  paid 

than  statutory 

Leg,  Hand 

Partial 

STATE 

of  Claims 

or  outstanding 

period 

Deaths 

or  Eye 

Disability 

Illinois  . 

5,682 

1,  063 

4,  619 

27 

10 

5 

Michigan  .... 

533 

95 

438 

5 

1 

Massachusetts 

892 

179 

713 

2 

1 

New  Jersey. . 

686 

99 

587 

4 

Rhode  Island 

5 

2 

3  . 

Wisconsin. .  . . 

55 

5 

50  . 

California .... 

1 

1 

1 

* 

Totals.  .  . 

7,  854 

1,444 

6,  410 

39 

12 

5 
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On  claims  where  the  disability  lasts  less  than  the  period  dur¬ 
ing  which  no  compensation  is  paid,  the  company  is  required  to 
furnish  medical  attention. 

It  will  be  seen  that  the  investigation  and  settlement  of  the 
claims  involves  an  enormous  amount  of  detail  work.  This  is 
especially  true,  inasmuch  as  the  laws  of  the  various  states  require 
payments  to  the  injured  workman  or  his  dependents  to  be  made 
weekly. 

As  soon  as  a  claim  under  compensation  is  made  to  the  com¬ 
pany,  a  card  is  made  out  giving  all  details  concerning  the  in¬ 
jured  and  the  nature  of  the  injury.  Another  card  called  a  follow 
up  card  is  also  filled  out  and  filed  by  date,  which  is  either  eight 
or  fifteen  days,  according  to  the  laws  of  the  state,  after  the  in¬ 
jury  occurs.  On  this  date,  an  investigation  is  made  of  all  the 
injured  whose  compensation  would  commence  to  run  on  that  date. 


is  made  from  the  home  office,  and  if  the  injured  workman  has 
returned  to  work,  the  card  is  marked  closed,  inasmuch  as  no  com¬ 
pensation  is  due.  Of  course,  in  such  cases,  the  workman  receives 
the  necessary  medical  attention.  In  out  of  town  cases,  postal 
cards,  with  return  postals  attached,  are  sent  to  the  assured  re¬ 
questing  information  as  to  whether  the  injured  workman  is  still 
disabled. 

If  the  investigation  shows  that  the  workman  is  still  disabled, 
the  cards  are  filed  six  days  ahead,  at  which  time  the  first  com¬ 
pensation  payment  will  be  due.  On  this  date  the  claims  are 
assigned  to  investigators  who  are  instructed  to  find  the  injured 
and  pay  the  compensation  due.  If  the  injured  person  is  able,  he 
is  instructed  to  call  at  the  Chicago  office,  if  a  Chicago  claim,  to 
receive  his  weekly  compensation ;  if  unable  to  do  so,  the  investi¬ 
gators  continue  to  call  on  him  and  pay  the  compensation.  On 
all  claims  outside  the  city  of  Chicago,  weekly  reports  are  received 
from  the  agents  as  to  all  claims  in  their  territory. 

In  our  investigation,  we  find  that  the  compensation  is  paid 
promptly  in  all  cases  where  the  law  of  the  state  shows  clearly 
that  compensation  is  due.  The  laws  of  some  of  the  states  are  in¬ 
definite  and  uncertain  as  to  the  amount  of  compensation  to  be 
paid  and  in  what  cases  it  should  be  paid.  In  order  to  determine 
its  liability,  the  company  is  required  in  some  cases  to  appeal  to 
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an  arbitration  board  or  a  state  industrial  board.  When  the 
liability  of  the  company  is  determined,  the  benefits  are  promptly 
paid.  Any  delay  in  making  settlements  or  disputes  that  have 
arisen  can  in  practically  all  cases  be  blamed  on  the  failure  of 
the  laws  of  the  various  states  to  clearly  prescribe  the  amount  of 
benefit  due  the  workman. 

Many  requests  for  lump  sum  settlements  in  death  cases  are 
made  to  the  company.  It  is  the  policy  of  the  company  to  dis¬ 
courage  lump  sum  payments.  And  further  many  of  the  laws  do 
not  prescribe  the  method  to  be  adopted  in  computing  the  amount 
to  be  paid  in  a  lump  sum  settlement.  All  such  settlements  must 
be  approved  either  by  a  court  or  by  an  industrial  accident  board 
and  where  such  settlements  have  been  made  the  proper  procedure 
has  been  taken. 

We  find  that  compensation  claims,  especially  those  where 
any  dispute  arises  as  to  the  amount,  are  settled  much  more  ex¬ 
peditiously  and  satisfactorily  in  those  states  which  have  industrial 
accident  boards  whose  duty  it  is  to  approve  the  claim  settlements. 
It  is  the  function  of  members  of  such  boards  to  determine  the 
amount  due  under  the  compensation  law  and  to  issue  rulings  as 
to  their  interpretation  of  its  provisions,  and  as  an  almost  general 
rule  the  company  abides  by  such  rulings.  As  the  members  of 
the  industrial  accident  boards  devote  all  their  time  to  the  subject 
of  workmen’s  compensation,  it  is  evident  that  the  ruling  of  such 
a  board  is  of  more  value  than  that  of  an  arbitration  board  selected 
promiscuously.  As  the  injured  workman  selects  one  arbitrator  * 
and  the  assured  another,  these  two  selecting  a  third,  it  devolves 
upon  such  third  member  in  most  cases  to  decide  the  disputed 
question.  It  is  also  true  that  in  but  few  instances,  if  any,  does  the 
same  arbitration  board  act. 

It  is  believed  that  in  all  states  there  should  be  some  one  board 
or  authority  which  will  make  a  uniform  interpretation  of  dis¬ 
puted  questions  arising  under  the  law.  It  can  readily  be  seen  that 
otherwise  the  insurance  companies  or  arbitration  boards  will 
make  different  decisions  as  to  the  benefits  to  be  paid  on  claims 
arising  under  the  same  provision  of  the  law  and  a  similar  state 
of  facts.  There  are  a  surprising  number  of  questions  arising 
in  the  various  states  as  to  the  benefits  to  be  paid  under  the  com¬ 
pensation  acts,  and  it  is  important  that  all  the  workmen  injured 
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be  given  a  fair  and  impartial  hearing  before  a  competent  board 
whose  opinions  will  be  respected  by  the  workmen,  insurance  com¬ 
panies  and  courts. 

In  Illinois,  we  find  that  the  injured  workman  has  in  some 
cases,  even  though  the  amount  of  the  compensation  is  absolutely 
certain,  placed  his  claim  with  an  attorney.  The  files  of  the  com¬ 
pany  show  many  liens  for  attorneys’  fees  served  on  the  company, 
the  fees  in  some  cases  being  as  much  as  50  per  cent,  of  the  benefit 
to  be  paid.  It  is  the  policy  of  the  company,  whenever  possible, 
to  induce  the  attorney  to  accept  a  smaller  fee.  There  is  nothing 
to  show  that  the  services  of  attorneys  are  required  in  any  cases 
except  those  arbitrated  or  appealed  to  the  courts,  and  such  cases 
comprise  but  a  very  small  proportion  of  the  whole  number. 

It  is  also  found  that  the  medical  fees  charged  by  the  doctors 
are  in  many  cases  exorbitant.  The  payment  of  such  fees  will, 
of  course,  increase  the  cost  of  compensation  insurance.  The  com¬ 
pany  endeavors  to  be  fair  to  the  doctors,  but  does  in  many  cases 
persuade  them  to  accept  a  reduction  from  their  bills.  In  Chicago 
and  vicinity  some  of  the  doctors  are  compensated  by  a  fixed  per¬ 
centage  of  the  premiums  written  within  a  prescribed  territory. 


Surplus 

On  December  31,  1912,  the  company  in  its  annual  statement 
reported  as  a  surplus  over  all  liabilities  the  sum  of  $700,027.11. 
As  a  result  of  this  examination,  we  find  the  surplus  to  be  $578,- 


451.64,  or  a  decrease  of  $121,575.47.  This  decrease  is  accounted 
for  in  the  following  manner : 


Amount  reported 


by  Company 

Uncollected  premiums  over  90  days  due .  $92,393  60 

Unpaid  losses  and  claims .  113,901  00 

Reserve  for  credit  policies  expiring  in  October, 

November  and  December,  1912 .  40,819  91 

Reserve  for  unpaid  liability  losses .  1,061,093  00 

Unpaid  commissions  or  brokerage .  190,293  48 

Salaries,  rents,  expenses,  etc.,  due  or  accrued..  554  73 


Amount  shown 
by  examination 

$150,427  90 
124,035  43 

41,703  25 
1,088,093  00 
168,630  90 
917  84 


Error  in  balance  in  hands  of  Workmen’s  Com¬ 


pensation  Reinsurance  and  Inspection  Bureau 


Taxes  on  premiums .  30,000  00 

Return  premiums  .  11,444  41 


Outstanding  checks  credited  to  profit  and  loss. 


226  78 
52,524  27 
35, 159  28 
356  95 


Decrease  in  surplus 


$1,540,500  13  $1,662,075  60 

121,575  47 
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In  certain  states  the  statutory  deposit  required  of  the  company 
is  $500,000.00,  and  the  surplus  as  reported  to  those  states  was 
$450,027.11,  and  the  surplus  shown  by  this  examination  on  that 
basis  would  be  $328,451.64.  The  laws  of  the  State  of  Yew  York 
require  a  statutory  deposit  of  but  $250,000.00. 

On  December  31,  1911,  the  company  reported  a  surplus  of 
$394,799.65.  The  surplus  as  of  December  31,  1912,  is  found  to 
be  $578,451.64,  or  an  increase  during  the  year  of  $183,651.99. 
It  will  be  seen  from  the  following  underwriting  and  investment 
exhibit  that  such  increase  is  accounted  for  by  the  fact  that  dur¬ 
ing  1912,  the  United  States  branch  received  a  net  remittance 
from  the  home  office  of  the  company  in  London  of  the  sum  of 
$324,837.55. 

A  summary  of  the  underwriting  and  investment  exhibit  for  the 
year  1912,  on  all  classes  of  business,  is  shown  as  follows: 

Underwriting 

Underwriting  income  .  $3,518,567  71 

Underwriting  losses  and  expenses .  3,721,596  92 

Loss  from  underwriting .  $203,029  21 


Investments 

Investment  income  earned .  $104,822  74 

Investment  losses  and  expenses .  42,979  09 


Gain  from  investments .  61,843  65 


Balance  (net  loss) . 

Net  remittance  from  home  office,  London 


Increase  in  surplus  during  1912 .  $183,651  99 


$141,  185  56 
324,837  55 


The  following  is  a  summary  of  an  underwriting  exhibit  cover¬ 
ing  liability  and  workmen’s  compensation  business  for  1912 : 


Underwriting  income  .  $2,  719,  091  07 

Underwriting  -losses  and  expenses .  2,951,136  65 

Loss  from  underwriting .  $232,045  58 
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This  company  is  a  member  of  the  Workmen’s  Compensation 
Service  and  Information  Bureau,  which  is  composed  of  a  number 
of  casualty  companies  writing  liability  and  compensation  insur¬ 
ance.  Under  the  rules  of  the  bureau,  this  company  is  required 
to  charge  certain  rates  as  fixed  by  such  bureau  in  various  states, 
unless  authority  is  granted  to  decrease  or  increase  such  rates  on 
specific  risks.  A  recent  examination  has  been  made  of  this 
bureau  and  the  report  thereon  describes  the  method  of  computing 
rates  and  the  regulations  as  to  special  rating.  The  basis  for  the 
rates  is  contained  in  various  manuals  promulgated  by  the  bureau, 
but  in  some  states,  particularly  New  Jersey  and  Michigan,  a  con¬ 
siderable  reduction  in  such  rates  has  been  made  by  the  company. 
As  compensation  insurance  supersedes  employers’  liability  in¬ 
surance,  it  is  believed  that  a  fair  and  adequate  premium  for  such 
insurance  will  be  determined  with  more  certainty. 

The  total  net  premiums  written  by  the  company  in  1912 
amounted  to  $3,785,712.64.  The  percentage  of  the  premiums  in 
each  class  of  business  to  the  total  business  written  is  shown  as 
follows : 


Class  Percentage 

Accident .  .02 

Health .  .  004 

Liability  .  .61 

Compensation .  .18 

Steam  boiler  .  .006 

Burglary  and  theft .  .03 

Credit .  .09 

Auto  and  teams  property  damage .  .04 

Workmen’s  collective  .  .02 


100% 


Of  the  total  premiums  written  covering  liability  and  workmen’s 
compensation,  amounting  to  $2,967,476.67,  44  per  cent,  repre¬ 
sents  premiums  on  employer’s  liability,  23  per  cent,  workmen’s 
compensation,  and  33  per  cent,  other  forms  of  liability  insurance. 


829 


Reports  ox  Official  Examination 


NEW  AMSTERDAM  CASUALTY  COMPANY 

New  York,  N.  Y. 

Examination  on  condition  as  of  September  30,  1912. 

Report  dated  November  2,  1912. 

Examiner:  JolmL.  Train. 

Assistant  Examiners:  German ,  Norton  and  Wheeler. 

History 

The  New  Amsterdam  Casualty  Company  was  incorporated  on 
December  31,  1898,  with  a  capital  stock  of  $200,000,  and  a  paid 
in  surplus  of  $100,000.  In  1900,  the  Provident  Security  Com¬ 
pany  of  San  Francisco,  California,  after  negotiating  with  the 
New  Amsterdam,  wound  up  its  business  and  the  stockholders  of 
the  Provident  agreed  to  take  stock  in  this  company.  In  March 
1900,  the  authorized  capital  was  therefore  increased  to  $350,000, 
and  $114,400  of  the  additional  $150,000  of  capital  was  paid  in  at 
$150  a  share,  making  a  total  paid  for  capital  stock  of  $314,400 
and  a  paid  in  surplus  of  $157,200.  In  December,  1900,  the 
charter  of  the  company  was  amended  and  the  authorized  capital 
fixed  at  $314,400,  its  present  capital. 

No  dividends  were  paid  by  the  company  until  July,  1908. 
Since  then  a  semi-annual  dividend  of  4  per  cent,  has  been  de¬ 
clared,  making  the  total  disbursements  for  dividends  of  $113,184. 

Under  its  charter,  the  company  is  authorized  to  transact  the 
business  of  accident  and  health,  liability,  burglary  and  theft  and 

7  7  c?  d 

plate  glass  insurance. 

Financial  Statement 

I  find  the  financial  condition  of  the  company  as  of  September 
30,  1912,  to  have  been  as  follows: 


Ledger  Assets 

Mortgage  loans  .  $146, 500  00 

Pook  value  of  bonds .  602,300  62 

Book  value  of  stocks .  175,231  38 

Cash  in  bank .  57.474  00 

Cash  in  office .  13,526  26 

Premiums  in  course  of  collection  on  policies  issued  after  July 
1,  1912  .  177,970  40 
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Premiums  in  course  of  collection  on  policies  issued  prior  to 


July  1,  1912 .  $1,289  30 

Agents’  balances  .  1,069  69 


Ledger  assets 


$1,  175,  361  74 


A7 on-Ledger  Assets 


$1,717  44 
9,019  59 
85  52 

-  10,822  55 


Gross  assets  .  $1,  186,  184  29 


Interest  accrued  on  mortgages.... 

Interest  accrued  on  bonds . 

Interest  accrued  on  cash  in  banks 


Deduct  Assets  Not  Admitted 

Premiums  in  course  of  collection  written  prior 

to  July  1,  1912 .  $1,289  30 

Agents’  balances  .  1, 069  69 

Book  value  of  bonds  and  stocks  over  market 

value .  44,687  00 

-  47,045  99 

Admitted  assets  .  $1,  139,  138  30 


Unpaid  losses :  maouuies 

Accident  and  health .  $24,056  00 

Plate  glass  .  3,703  00 

Burglary  and  theft .  15,851  00 

Workmen’s  collective  .  275  00 


Total .  $43,885  00 

Special  reserve  for  unpaid  liability  losses....  211,429  80 


Total  unpaid  claims . 

Unearned  premiums: 

One  year  or  less .  $429,505  84 

Term . .  ...  67,  650  93 


Commissions  .  .  . 
Accrued  bills  .  .  . . 
Taxes  (estimated) 
Reinsurance  due  . 


$255,314  80 


497,  156  77 
48.949  61 
2, 182  38 
9,  200  00 
1,857  80 


Total  liabilities  except  capital .  $814,661  36 

Capital  stock  .  $314, 400  00 

Surplus  over  all  liabilities .  10,076  94 


Surplus  to  policyholders 


324, 476  94 


$1,139, 138  30 


Total  liabilities 
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Liability  Loss  Reserve 

Section  86  of  the  Insurance  Law  provides  the  method  to  be  fol¬ 
lowed  in  computing  the  reserve  for  outstanding  liability  claims 
on  December  31st  of  any  year.  No  reference  is  made  as  to  the 
manner  the  reserve  should  be  computed  at  any  other  period  of 
the  year.  Under  the  terms  of  the  law,  it  is  necessary  to  obtain 
the  amount  of  earned  premiums  and  the  amount  of  losses  paid 
for  ten  years  preceding  the  date  of  the  statement,  both  premiums 
and  losses  being  allocated  to  the  years  in  which  the  policies  were 
written.  To  apply  this  principle  on  an  exact  basis  in  order  to 
obtain  the  reserve  as  of  September  30,  1912,  was  found  to  be 
impracticable,  in  that  it  would  have  necessitated  the  separation 
of  both  the  premiums  written  and  losses  paid  into  periods  ex¬ 
tending  from  September  30th  to  September  30th  for  each  year  of 
the  ten  preceding  years.  The  following  method,  which  can  be 
adapted  to  any  period  during  the  year,  and  which  follows  the 
principle  of  the  loss  reserve  law,  has  been  used  in  computing  the 
reserve  as  of  September  30,  1912. 

The  earned  premiums  were  computed  for  the  ten  full  calendar 
years,  from  1902  to  1911  inclusive,  and  the  nine  months  of  1912. 
As  there  still  remained  one-quarter  of  1912  to  be  completed,  the 
ten  year  period  was  arrived  at  by  taking  25  per  cent.,  represent¬ 
ing  one-quarter,  of  the  earned  premiums  of  1902  and  adding 
thereto  75  per  cent.,  representing  three  quarters,  of  the  earned 
premiums  of  1903,  and  calling  the  sum  of  the  two  the  first  full 
year  of  the  ten  year  period.  The  same  system  was  followed  for 
each  of  the  other  years,  so  that  the  last  year  of  the  ten  year  period 
consists  of  25  per  cent,  of  the  earned  premiums  of  1911,  and 
all  the  earned  premiums  for  the  nine  months  of  1912.  After 
the  unallocated  claim  expenses  had  been  apportioned  to  the 
various  calendar  years,  by  using  the  same  percentages  as  would 
be  used  at  the  end  of  the  year,  the  same  procedure  was  followed 
as  to  dividing  the  losses  paid.  The  outstanding  suits  were  divided 
as  to  each  period  of  twelve  months  beginning  October  1,  1902, 
so  that  the  suits  arising  on  policies  issued  between  that  date  and 
September  30,  1903,  were  made  the  suits  of  the  first  year  of  the 
ten  year  period,  and  the  remaining  years  were  divided  in  the  same 
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manner,  so  that  the  suits  on  policies  issued  between  October  1, 
1911,  and  September  30,  1912,  make  up  suits  of  the  last  year. 

In  order  to  obtain  the  experience  or  loss  factor,  the  percentage 
of  losses  and  outstanding  to  earned  premiums  for  the  first  five 
years  of  the  ten  year  period  must  be  obtained.  In  this  company 
it  was  found  that  this  percentage  was  less  than  50  per  cent.,  and 
as  the  law  prescribes  a  minimum  factor  of  50  per  cent.,  this  per¬ 
centage  was  used  in  arriving  at  the  amount  of  the  reserve.- 

The  computation  of  the  liability  loss  reserve,  using  the  method 
as  outlined,  is  shown  herewith : 


Years  in  Which  Policies 
Were  Issued 

50  per  cent 
earned 
premiums 

Deduct  loss 
payments 
and  expenses 

Remainder 

Number 

of 

suits 

$750  for 
each  sui 

Reserve 

Oct.  1,  1907-Sept.  30,  1908. . . 

$183,889  46 

$171,162  35 

$12,727  11 

9 

$6,750  00 

$12,727  11 

Oct.  1,  1908-Sept.  30,  1909.  .  . 

183,116  99 

193,780  10 

26 

19,500  00 

19,500  CO 

Oct.  1,  1909-Sept.  30,  1910. .  . 

213,262  63 

237,484  82 

77 

57,750  00 

57,750  00 

Oct.  1,  1910-Sept.  30,  1911.  .  . 

235,563  23 

181,075  41 

54,487  82 

202 

151,500  00 

54,487  82 

Oct.  1,  1911-Sept.  30,  1912.  . . 

126,688  71 

66,473  84 

69,214  87 

103 

77,250  00 

60,214  87 

Totals . 

$942,521  02 

$849,976  52 

$127,429  80 

417 

$312,750  00 

$204,679  80 

Suits  prior  to  Oct.  1,  19C7.  .  .  . 

9 

6,750  00 

6,750  00 

Total  reserve  . . . 

$211,429  80 

According  to  the  provisions  of  section  86  of  the  Insurance  Law, 
it  will  be  necessary  for  this  company  to  reserve  on  a  51  per  cent, 
basis  on  December  31,  1912. 

Settlement  of  Claims 

A  thorough  investigation  was  made  of  the  claim  settlements 
in  the  burglary,  accident  and  health,  plate  glass  and  workmen’s 
collective  lines.  The  claim  files  do  not  show  that  the  policy- 
holders  are  being  unfairly  treated.  While  the  company  makes  a 
thorough  investigation  of  the  facts  concerning  each  claim,  it  has 
not  been  the  company’s  practice  to  take  advantage  of  techni¬ 
calities,  unless  the  rights  of  the  company  have  been  prejudiced. 

Surplus 

The  surplus  of  the  company  on  December  31,  1911,  was  $74,- 
483.24,  while  the  surplus  on  September  30,  1912,  was  found  to 
be  $10,076.94,  or  a  decrease  of  $64,406.30. 
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Examination  as  of  December  31,  1912. 

Purpose:  Verification  of  reduction  of  capital  from  $314,400 
to  $250,000  and  increase  of  capital  from  $250,000  to  $400,000. 
Report  dated  December  31,  1912. 

Examiner :  Clarence  J.  Norton. 


THE  PRUDENTIAL  CASUALTY  COMPANY 

Indianapolis,  Ind. 

Joint  examination  by  the  insurance  departments  of  Indiana, 
New  York  and  Michigan  on  condition  as  of  June  30,  1912. 

Report  dated  July  17,  1912. 

Examiners:  C.  M.  Spencer ,  for  Indiana ;  J.  L.  Train  and  C. 
Reiman  Jr.  for  New  York;  IT.  F.  Kleibacher  for  Michigan. 

This  company  was  incorporated  under  the  laws  of  the  State  of 
Indiana  on  June  10,  1908,  with  an  authorized  capital  of  $1,000,- 
000.  At  the  annual  meeting  of  the  stockholders,  held  on  Jan¬ 
uary  9,  1911,  a  resolution  was  adopted  to  reincorporate  under 
the  provisions  of  the  laws  of  Indiana,  adopted  in  1909,  with  an 
authorized  capital  of  $600,000.  The  certificate  of  reincorpora¬ 
tion  was  filed  in  the  office  of  the  Secretary  of  State  of  Indiana 
on  January  25,  1911. 

A  statement  of  the  assets  and  liabilities  of  the  company,  as 
of  June  30,  1912,  is  shown  as  follows: 


Ledger  Assets 

Mortgage  loans  .  $301.  371  00 

Book  value  of  bonds .  322,787  63 

Cash  in  office .  1,000  00 

Deposited  in  trust  companies  and  banks  (not  on  interest)  ....  25,534  48 

Certificate  of  deposit  on  interest .  110,005  62 

Premiums  in  course  of  collection .  73,  134  42 


Total  ledger  assets .  $833,  S33  15 


A7 on-Ledger  Assets 

Accrued  interest  on  mortgages .  $3,  979  16 

Accrued  interest  on  bonds .  1,  897  24 

Accrued  interest  on  bank  deposits .  -4,119  85 

-  9,996  25 


Gross  assets 

27 


$843,829  40 
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Deduct  Assets  Not  Admitted 
Premiums  in  course  of  collection  written  prior 


to  April  1,  1912 .  $3,948  16 

Book  value  of  bonds  over  market  value .  2,835  00 


Total  admitted  assets 


Liabilities 

Unpaid  claims: 

Accident,  commercial  . 

Accident,  industrial  . 

Health . 

Plate  glass  . 

Burglary  and  theft . 

Auto  property  damage . 

Workmen’s  collective  . 

Total . 

Special  reserve  for  unpaid  liability  losses . 

Total  unpaid  claims . . . 

Unearned  premiums,  one  year  or  less . 

Unearned  premiums,  term . 

Commissions . 

Bills  due  or  accrued . 

State  taxes  on  premiums  (estimated) . 

Personal  property  tax,  Indiana . 

Return  premiums  . 

Advance  premiums  . 

Premium  on  over  issue  of  capital  stock  (estimated) 

Total  liabilities  except  capital . 


Capital  stock  .  $601,  492  50 

Surplus  over  all  liabilities .  69,021  69 


Total  liabilities 


$6,  783 

16 

$837, 046 

24 

$4,900 

43 

3,  881 

12 

221 

85 

693 

59 

450 

00 

1,  150 

75 

680 

00 

$11,  977 

74 

17,356 

11 

$29,  333 

85 

104,  122 

33 

4,513 

92 

19,  700 

77 

206 

57 

2,  350 

00 

1,590 

00 

1,  101 

94 

2,  112 

62 

1,  500 

00 

$166,532 

05 

670,514 

10 

$837,046 

24 

Treatment  of  P olicy holders 

An  examination  was  made  of  the  paid  losses  to  ascertain 
whether  the  policyholders  had  received  the  amounts  due  on  their 
claims  under  their  policy  contracts.  The  claims  of  the  policy¬ 
holders  seem  to  he  satisfactorily  settled  and  there  is  no  evidence 
to  show  that  the  policyholders  are  not  being  fairly  treated. 


States  Entered 

The  company  is  authorized  to  transact  business  in  the  following 
states:  Alabama,  Arizona,  California,  Colorado,  Idaho,  Indiana, 
Kentucky,  Louisiana,  Maryland,  Michigan,  Minnesota,  Missis¬ 
sippi,  Missouri,  Kew  Mexico,  Korth  Carolina,  North  Dakota, 
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Ohio,  Oregon,  Pennsylvania,  Tennessee,  Washington,  Wisconsin, 
Wyoming. 

Officers 

The  officers  of  the'  corporation  are : 


President . 

Vice-President 

Treasurer . 

Secretary . 

Manager . 


Elias  J.  Jacoby, 
Preston  C.  Rubush, 
Edgar  0.  Hunter, 
Walton  L.  Dynes, 
Thomas  Bloomfield. 


ROYAL  INDEMNITY  COMPANY 
New  York,  N.  Y. 

Examination  as  of  December  31,  1912. 

Purpose :  Verifying  'payment  of  $250,000  into  surplus  by  the 
Royal  Insurance  Company  of  Liverpool ,  England. 

Report  dated  December  31,  1912. 

Examiner:  Wilbur  F.  German. 


SOUTHWESTERN  SURETY  COMPANY 
Denison,  Oklahoma 

Joint  Examination  by  the  states  of  Oklahoma ,  Kentucky ,  New 
York  and  Tennessee  on  condition  as  of  March  31,  1913. 

Report  dated  May  26,  1913. 

Examiners:  Arthur  W.  Pettit ,  for  Oklahoma ;  C.  F.  Thomas , 
for  Kentucky ;  John  L.  Train ,  for  New  York;  C.  M.  Joseph  for 
T ennessee. 

Under  its  charter  the  company  is  authorized  to  transact  Surety 
and  Fidelity,  Accident  and  Health,  Liability,  Burglary  and  Theft, 
Plate  Glass,  and  Automobile  Property  Damage  and  Collision 
Insurance. 

History 

This  company  was  incorporated  under  the  laws  of  the  State 
of  Oklahoma  on  November  15,  1909,  and  the  charter  at  that  time 
provided  that  the  principal  office  should  be  located  at  Durant, 
Oklahoma.  By  an  amendment  to  its  charter  under  date  of 
December  20,  1912,  it  was  provided  that  the  principal  office  of 
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the  company  should  be  located,  and  its  general  business  conducted, 
at  Denison,  Oklahoma,  the  postoffice  address  being  Colbert,  Okla. 
It  was  also  provided  that  the  company  should  establish  and 
maintain  a  place  of  business  in  the  city  of  Denison,  Texas.  How¬ 
ever,  all  of  the  general  business  of  the  company  is  transacted 
from  Denison,  Texas,  and  this  examination  was  conducted  en¬ 
tirely  in  the  State  of  Texas. 

At  the  time  of  incorporation  the  authorized  capital  stock  of 
the  company  was  $1,000,000,  divided  into  one  hundred  thou¬ 
sand  shares  of  the  par  value  of  $10  each.  In  January,  1912,  the 
stockholders  recommended  that  the  amount  of  the  authorized 
capital  stock  be  reduced  to  “  not  less  than  $575,000  if  possible.” 
On  April  30,  1912,  the  capital  stock  paid  in  full  amounted  to 
$542,525  and  such  amount  constitutes  the  present  outstanding 
capital  stock  of  the  company.  The  company  has  issued  no  stock 
since  February,  1912. 

On  February  27,  1912,  the  charter  of  the  company  was  amended 
to  provide  that  the  amount  of  the  capital  stock  should  be  the  sum 
of  $542,525,  divided  into  54,252%  shares  of  the  par  value  of 
$10  each.  The  capital  stock  of  the  company  was  sold  through 
S.  H.  Boynton,  under  contract  made  with  the  organization  com¬ 
mittee  of  the  company.  This  contract  provided  that  the-  stock 
should  be  divided  into  series  to  net  the  company  from  $15  to  $20 
per  share  and  that  any  excess  over  this  price  should  be  paid  to 
the  promoter.  The  actual  amount  of  surplus  turned  into  the 
treasury  of  the  company,  as  a  result  of  the  sale  of  the  capital 
stock,  amounted  to  $407,469.25.  The  present  capital  stock  of  the 
company  is  $542,525,  and  the  surplus  found  as  a  result  of  this 
examination  amounts  to  $142,033-32.  The  company  transacts 
business  in  twenty-eight  states  and  the  District  of  Columbia. 

On  January  5,  1912,  the  company  declared  a  dividend  of  8 
per  cent,  on  its  capital  stock,  the  total  amount  paid  being  $42,- 
655.60.  It  is  very  questionable  whether  the  financial  condition 
of  the  company  at  that  date  justified  the  declaration  of  a  dividend. 
From  this  examination  we  are  convinced  that  the  company  did 
not  earn  the  amount  of  the  dividend  paid.  Under  the  laws  of 
the  State  of  Oklahoma,  the  company  cannot  pay  dividends  except 
from  surplus  profits  earned  from  the  business. 


Reports  ox  Official  Examination 


837 


We  find  the  financial  condition  of  the  company  as  of  March  31, 
1913  to  have  been  as  follows: 


Ledger  Assets 


Book  value  of  real  estate . 

Mortgage  loans  . 

Oklahoma  State  warrants  . 

Bonds  . 

Cash  in  company’s  office .  $5,900  23 

Deposit  in  trust  companies  not  on  interest .  12,774  50 

Deposit  in  trust  companies  on  interest .  11,516  99 


Premiums  in  course  of  collection: 


Accident . 

Health . 

Liability . 

Fidelity . 

Surety . 

Plate  glass  . 

Burglary . 

Auto  property  damage 
Workmen’s  collective  . 

Totals . 


On  policies 

or 

On  policies 

renewals  after 

prior  to 

Jan.  1st,  1913 

Jan.  1st,  1913 

$7,741 

64 

$1,  018 

10 

2,  955 

79 

100 

05 

113.  000 

18 

29,  835 

86 

25,  349 

69 

12,659 

99 

29,  178 

11 

12, 039 

22 

7,  990 

67 

2,638 

28 

6.  012 

79 

446 

91 

8,063 

37 

2,  171 

49 

5,  062 

88 

100 

00 

$205, 355 

12 

$61,009 

90 

Bills  receivable 


Municipal  warrants,  city  of  Sapulpa . 

Deposit  in  Surety  Association  of  America 

Due  from  agents’  sundry  accounts . 

Xew  York  Excise  Beinsurance  Bureau... 


$50,  550  00 
488,638  00 
292,  760  45 
297,264  17 


30,  191  72 


266,  365  02 
3,082  22 
60  00 
250  00 
1,327  17 
6,883  00 


Ledger  assets  as  per  balance 


$1,437,371  75 


A on-Ledger  Assets 

Interest  due,  $4,053.45,  and  accrued,  $8,963.99, 


on  mortgage  loans .  $13,017  44 

Interest  accrued  on  bonds  .  4,  498  19 

Interest  accrued  on  Oklahoma  State  warrants..  37,893  70 

Interest  accrued  on  bank  balances  .  2  50 

Rents  due,  $127.50,  and  accrued,  $5 .  132  50 

Dividend  due  from  receivers,  Farmers  &  Mer¬ 
chants’  Insurance  Company,  Omaha,  Xeb .  2,683  92 

Estimate  due  on  work  completed  at  Hot  Springs, 

Arkansas .  8,  773  66 


67,001  91 


Gross  assets 


$1,  504,  373  66 
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Deduct  Assets  Not  Admitted 

Bills  receivable  .  $4, 659  39 

Premiums  in  course  of  collection  prior  to  Janu¬ 
ary  1,  1913  .  61,  009  90 

Book  value  of  bonds  over  market  value .  1,566  25 

-  $67,235  54 


Admitted  assets  .  $1,437,138  12 


Liabilities 


Losses  and  claims: 

Accident  and  health .  $6,098  57 

Fidelity .  61,644  62 

Surety  .  134,879  77 

Plate  glass  .  3,  828  59 

Burglary  .  1,133  48 

Auto  property  damage  .  6,037  30 

Workmen’s  collective  .  3, 632  14 


Total .  $217,254  47 

Special  reserve  for  unpaid  liability  losses .  68,377  40 


Total  unpaid  losses .  $285,631  87 

Gross  premiums,  one  year,  $643,779.75;  un¬ 
earned  premiums  on  same .  $332,075  78 

Gross  premiums,  more  than  one  year, 

$50,568.67;  unearned  premiums  on  same..  $35,159  04 


Total  unearned  premiums 
Commissions  due  agents: 


Accident  .  $2,  554  74 

Health  .  975  41 

Liability  .  31,753  05 

Fidelity .  7,  224  66 

Surety .  8,315  76 

Plate  glass  .  2, 565  00 

Burglary  .  1,  845  93 

Auto  property  damage .  2,265  81 

Workmen’s  collective  .  1, 422  67 


367,234  82 


Total .  58,923  03 

Salaries,  rents  and  bills  due .  2,955  23 

Estimate  for  taxes .  11,869  32 

Return  premiums,  $19,610,  less  commissions,  $5,606.04 .  14,004  75 

Reinsurance,  $11,844.48,  less  commissions,  $3,553.34 .  8,291  14 

Advance  premiums  .  3,669  64 


Total  amount  of  liabilities,  except  capital 


$752,579  80 
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Capital  paid  up  in  cash  .  $542,  525  00 

Surplus  over  liabilities  .  142, 033  32 


Surplus  to  policyholders .  $684,558  32 


Total  liabilities 


$1,  437,  138  12 


Business  by  Departments 

The  company  divides  its  business  into  three  general  depart¬ 
ments,  viz:  Bonding,  Liability  and  Casualty  and  the  business 
relating  to  these  various  departments  will  be  discussed  under 
these  different  heads. 

The  percentage  of  each  class  of  business  written  during  1913 
to  the  total  premiums  written  is  shown  as  follows : 


Class  of  business  Percentages 

Accident .  2% 

Health .  1 

Liability .  54  y% 

Fidelity .  11^ 

Surety .  17 

Plate  glass  .  3  y2 

Burglary  and  theft  .  2% 

Auto  property  damage  .  3% 

Workmen’s  collective  .  4 


100% 


1.  Bond  Department 

In  this  department  is  included  the  fidelity  and  surety  busi¬ 
ness.  The  following  is  a  statement  of  the  premiums  written  and 
losses  paid  in  these  classes  of  business  by  years  from  January  1, 
1910,  to  March  31,  1913. 

Surety 


Year  Premiums  written  Losses  paid 

1910  .  $69,417  29  . 

1911  .  97,841  79  $7,113  42 

1912  .  152,194  80  49,112  84 

1913  .  43,  795  53  60,  234  84 


Totals .  $363,249  41  $116,461  10 


840 


Reports  ox  Oeficiae  Examination 


Unearned 


$109,267  95 


Earned .  $253,981  46 

Unpaid  losses  .  $134,  879  77 

Total  losses  .  $251,  340  87 


Ratio  of  losses  to  premiums,  98%. 
Fidelity 


Year  Premiums  written  Losses  paid 

1910  .  $28,386  19  . 

1911  .  54, 596  81  $120  02 

1912  .  84,847  70  7,128  08 

1913  .  30,30953  6,11680 


Totals .  $198,140  23  $13,364  90 

Unearned .  53,000  71 


Earned .  $145,139  52 

Unpaid  losses  .  61,644  62 


Total .  $75,  009  52 


Ratio  of  losses  to  premiums,  51%. 

It  will  be  noted  from  the  above  table  that  the  actual  losses  paid 
in  the  surety  business  for  the  first  three  months  of  1913  exceeds 
the  amount  of  premiums  written.  The  company  explains  that  the 
abnormal  amount  of  loss  payments  compared  with  the  premiums 
written  is  caused  by  the  fact  that  the  claim  department  is  now 
making  a  thorough  investigation  of  the  bonds  in  force  and  out¬ 
standing  claims  and  that  the  liabilities  resulting  therefrom  are 
being  terminated  as  rapidly  as  consistent  with  the  nature  of  the 
business. 

Our  investigation  of  the  outstanding  claims  indicates  that  the 
underwriting  during  the  early  history  of  the  company  has  been 
responsible  for  the  greater  portion  of  the  paid  and  incurred  losses, 
the  result  being  shown  by  the  loss  ratio  of  98  per  cent,  in  the 
surety  business. 

In  1912,  a  change  was  made  in  the  management  of  this  de¬ 
partment  and  it  is  believed  that  the  underwriting  of  the  company 
as  to  fidelity  and  surety  bonds  is  now  on  a  more  conservative  and 
careful  basis  and  one  of  the  problems  of  the  company  at  this  time 
seems  to  be  to  take  care  of  the  inefficient  underwriting  that  oc- 
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curred  prior  to  the  change  in  management.  For  instance,  during 
the  early  history  of  the  company,  there  was  written  a  large 
number  of  Indian  guardian  bonds  in  the  State  of  Oklahoma. 
Numerous  losses  have  been  incurred  under  such  bonds  and  at 
this  time  the  company  is  employing  two  men  to  make  a  thorough 
investigation  of  all  the  bonds  of  this  class  now  in  force.  Un¬ 
questionably  the  result  of  such  investigation  will  be  that  losses 
to  a  considerable  amount  will  be  found  to  have  occurred  and 
must  he  met  from  the  present  assets  of  the  company.  In  a  surety 
company,  the  results  of  inefficient  underwriting  do  not  mature 
for  an  extended  period  after  the  bond  is  written.  Inasmuch  as 
in  most  cases  the  company  is  unable  to  cancel  its  bond,  contracts 
of  this  nature  cannot  be  easily  terminated. 

The  large  decrease  in  the  surplus  of  the  company  from  January 
1,  1911  to  March  81,  1913,  has  been  caused  mainly  by  under¬ 
writing  losses  in  this  department.  The  following  underwriting 
gain  and  loss  exhibit  will  show  the  underwriting  loss  for  the  year 
1912  and  for  the  three  months  ending  March  31,  1913. 

Bond  Department 

Including  Fidelity  and  Surety  business  from  January  1,  1912,  to  December 
31,  1912: 

Underwriting  income  earned .  $160,062  75 

Losses  incurred  .  $165,  104  73 

Underwriting  expenses  incurred .  121,345  06 


-  286,449  79 

Underwriting  loss  .  $126,387  04 

From  January  1,  1913,  to  March  31,  1913 
Underwriting  income  earned .  $52,993  44 


Losses  incurred  .  $141,  304  96 

Underwriting  expenses  .  36, 520  70 


Total .  177,825  66 

Underwriting  loss  .  $124,  832  22 

Total  underwriting  losses  for  the  fifteen  months  from  January 

1,  1912,  to  March  31,  1913 .  $251,219  26 


The  largest  outstanding  claim  on  a  fidelity  bond  occurred  under 
a  bond  issued  by  the  company  in  the  sum  of  $200,000. 
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Erom  an  investigation  of  the  bonds  now  in  force,  we  find  but 
one  bond  in  force  for  an  amount  exceeding  10  per  cent,  of  the 
capital  and  surplus  of  the  company  when  issued.  The  company 
in  October,  1912,  issued  a  contract  bond  for  $111,825  covering 
a  contract  in  Philadelphia,  Pa.  The  company  has  bad  a  dispute 
regarding  reinsurance  on  this  bond  with  another  surety  company, 
whose  agent  first  agreed  in  writing  to  accept  reinsurance  for  50 
per  cent,  of  the  amount  of  the  bond,  but  such  reinsurance  was 
later  rejected  by  the  home  office  of  the  company.  The  principal 
in  the  bond  is  a  contractor,  who  defaulted  in  a  number  of  con¬ 
tracts  with  the  Federal  Government,  such  defaults  costing  a 
surety  company  of  New  York  city  losses  estimated  at  $75,000. 
These  losses  occurred  prior  to  the  issuance  of  this  bond.  Further 
this  company  has  already  suffered  a  loss  on  another  bond  cover¬ 
ing  this  same  contractor.  The  underwriting  of  these  bonds  shows 
inefficiency  and  gross  negligence  on  the  part  of  the  party 
responsible. 

2.  Liability  Department 

In  this  department  is  included  all  classes  of  liability  insurance, 
workmen’s  collective  and  automobile  and  teams  property  damage. 
The  following  is  a  statement  showing  the  premiums  written  by 
the  company  on  liability  business  from  January  1,  1910  to  March 
31,  1913  and  also  a  separate  statement  by  three  months  periods 
from  January  1,  1912  to  March  31,  1913. 

VMr  Premiums  written 


1910  .  $4,558  04 

1911  .  76,  763  37 

1912  .  327,474  94 

1913  (three  months) .  143,150  21 


$551,946  56 


Period  included  Premiums  written 

Jan.  1,  1912,  to  March  31,  1912 .  $49,197  34 

April  1st  to  June  30,  1912 .  81,064  90 

July  1st  to  Sept.  30,  1912 .  94,588  34 

Oct.  1st  to  Dec.  31,  1912 .  139,310  67 

Jan.  1st  to  March  31,  1913 .  155,749  98 


$519,911  23 
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In  above  statement  return  premiums  and  reinsurance  are  con¬ 
sidered  on  a  “  written  ”  basis. 

The  above  tables  will  show  that  there  has  been  a  marked  in¬ 
crease  in  the  amount  of  liability  business  written.  Every  quarter 
shows  an  increase  in  this  class  of  business. 

During  the  course  of  this  examination,  we  have  made  a  com¬ 
parison  of  the  rates  charged  by  this  company  on  this  class  of 
business  with  the  rates  in  the  various  manuals  as  promulgated 
by  the  Workmen’s  Compensation  and  Information  Service 
Bureau.  The  rates  as  promulgated  by  this  Bureau  are  to  a  large 
extent  based  upon  the  combined  experience  of  a  number  of  cas¬ 
ualty  companies  writing  this  class  of  insurance.  The  comparison 
of  the  rates  shows  that  this  company  is  not  securing  manual 
rates  on  this  class  of  business.  The  amount  of  discount  allowed 
in  the  various  states  differs  :  in  some  of  the  states  the  company 
secures  a  rate  probably  equal  to  that  secured  by  what  is  known 
as  the  Bureau  companies;  in  others,  there  is  no  question  but  that 
the  rates  of  this  company  are  lower.  In  addition  to  this  investi¬ 
gation  covering  the  underwriting  we  have  found  that  the  com¬ 
missions  paid  on  the  liability  business  are  high.  During  the 
first  three  months  of  1913,  the  commissons  on  this  class  of  busi¬ 
ness  amounted  to  28.1  per  cent.  It  is  extremely  doubtful  whether 
the  liabilty  insurance  written  by  this  company  can  be  made  prof¬ 
itable  if  the  company  pays  or  continues  to  pay  that  rate  of 
commission. 

The  company  writes  workmen’s  compensation  insurance  in  the 
State  of  California  only.  The  total  premiums  received  from  this 
business  to  March  31,  1913,  amounts  to  $31,566.15  and  the  losses 
paid  $5,086.13  and  outstanding  claims  to  $11,048.15.  The 
claims  on  this  business  are  investigated  and  adjusted  by  the 
general  agents  of  the  company  for  the  State  of  California  but 
reports  on  all  claims  are  filed  with  the  home  office  of  the  company. 

The  experience  of  the  company  on  this  class  of  business  has 
been  set  forth  under  the  discussion  of  the  liability  loss  reserves. 
The  gain  and  loss  exhibits  covering  a  period  of  fifteen  months 
from  January  1,  1912,  to  March  31,  1913,  show  a  loss  from 
underwriting  of  $39,206.95. 
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Liability  Department 

From  January  1,  1912  to  December  31,  1912  (including  lia¬ 
bility,  workmen’s  collective,  automobile  and  teams  property  dam- 
ago). 

Underwriting  income  earned .  $238,206  30 

Losses  incurred  .  $128,  536  39 

Underwriting  expenses  incurred .  137,820  98 

Total .  266,357  37 

Underwriting  loss  1912 .  $28,151  07 


From  January  1,  1913  to  March  31,  1913. 


Underwriting  income  earned... 

Losses  incurred  . . 

Underwriting  expenses  incurred 


$124,344  05 

$78,000  24 
57,399  69 


Total .  135,399  93 

Underwriting  loss  . . . .  $11, 055  88 

Total  underwriting  loss  for  the  fifteen  months  from  January 

1,  1912,  to  March  31,  1913 .  $39,206  95 


The  following  is  a  statement  of  the  experience  of  the  company 
on  the  workmen’s  collective  business. 


Premiums 

Year  written  Losses  paid 

1910  . . . . 

1911  . . . . . 

1912  .  $19,086  12  $5,484  86 

1913  . .  11,604  45  5, 734  81 


Totals .  $30,  690  57  $11,219  67 

Unearned .  2,  199  16 


Earned  .  . . . . .  $28,491  41 


Unpaid  losses  .  3,  632  14 


Total 


$14,851  81 


Ratio  of  losses  to  premium,  52%. 
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3.  Casualty  Department 

This  department  includes  the  accident  and  health,  plate  g'lass 
and  burglary  business.  Following  are  statements  covering  the 
premiums  written  and  the  losses  paid  in  these  separate  lines  of 
business  for  the  period  between  January  1,  1910,  and  March  31? 
1913: 

Accident  and  Health 


Premiums 

Year  written  Losses  paid 

1911  .  $1,755  86  $117  85 

1912  . 29,218  16  1,681  66 

1913  .  9, 403  21  3,176  35 


Totals . $40,377  23  $4,975  86 

Unearned .  14,932  94 


Earned .  $25,  444  29 

Unpaid  losses  .  6,  098  57 


Total  losses 


$21,074  43 


Ratio  of  losses  to  premiums,  83%. 


Burglary 

Year 

1910  . 

1911  . 

1912  . 

1913  . 


Premiums 

written 

$2,037  50 
2,967  83 
12,416  29 
6,552  77 


Losses  paid 

$963  74 
3,387  70 
8,696  80 
1,641  58 


Totals  .  $23,974  39  $14,689  82 

Unearned .  8,850  19 


Earned .  $15,  124  20 

Unpaid  losses  .  1,133  48 


Total  losses  . 

Ratio  of  losses  to  premiums,  104%. 


$15,823  30 


Year 

1910  . 

1911  . 

1912  . 

1913  . 


Plate  Glass 

Premiums 

written 

.  $6,182  85 

.  15,  997  91 

.  32,  370  77 

.  8,  476  88 


Losses  paid 

$845  95 
5,882  90 
10,429  78 
3,421  52 


Totals 


$63,028  41 


$20,580  15 


846 


Keports  on  Official  Examination 


Unearned .  $15,  723  15 

Earned .  $47,  305  26 

Unpaid  losses .  $3,  828  59 

Total  losses  .  $24, 408  74 


Ratio  of  losses  to  premiums,  51%. 

It  will  be  noted  that  the  total  amount  of  business  written  in 
these  various  classes  represents  but  ten  per  cent,  of  the  total 
amount  of  the  business  written  by  the  company. 

The  company  is  now  making  efforts  to  increase  the  volume  of 
this  business  because  it  is  evident  that  with  such  a  small  volume 
of  business  in  these  departments  the  overhead  charges  will  con¬ 
sume  any  possible  profit. 

The  following  statement  will  show  that  the  total  underwriting 
loss  for  the  period  between  January  1,  1911  to  March  31,  1913 
amounts  to  $47,106.72. 

Casualty  Department 

(Including  accident,  health,  plate  glass  and  burglary  business),  from 
January  1,  1912  to  December  31,  1912. 

Underwriting  income  earned .  $44,896  02 

Losses  incurred  .  $33,  859  06 

Underwriting  expense  incurred .  46,211  29 

Total .  80,  070  35 


Underwriting  loss,  1912 


$35,  174  33 


From  January  1,  1913,  to  March  31,  1913 


Underwriting  income  earned . 

Losses  incurred  .  $16,189  28 

Underwriting  expenses  incurred .  13,433  47 


$17,690  36 


Total 


29,622  75 


Underwriting  loss  .  $11,932  39 

Total  underwriting  loss  for  the  fifteen  months  from 

January  1,  1912,  to  March  31,  1913 .  $47,  106  72 


Surplus 

Since  the  organization  of  the  company  in  1910,  there  has  been 
a  marked  decrease  in  the  surplus  paid  in  at  that  time  by  the 
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stockholders.  The  following  is  a  resume  of  the  surplus  shown  by 
the  statements  of  the  company  at  various  periods: 


December  31,  1910 .  $321,516  29 

December  31,  1911 .  436,578  64 

December  31,  1912 .  275,532  61 

March  31,  1913  (as  shown  by  examination) .  142,033  30 


The  following  gain  and  loss  exhibits  will  show  the  experience 
of  the  company  for  the  year  1912,  and  the  first  three  months 
of  1913: 


Gain  and  Loss  Exhibit,  1912 
Under  uniting 

Underwriting  income  earned .  $443,165  07 

Losses  incurred  .  $327,  500  18 

Expenses  incurred  .  305,377  33 

Total .  632,877  51 

Underwriting  loss  .  $189,712  44 


Investment 

Income  earned  .  $70,513  86 

Expenses .  15,282  35 


Gain  from  investments 


55,231  51 


Balance .  $134,  480  93 

Surplus  paid  in  1912 .  $16,090  50 

Dividends  paid  in  1912 .  42,655  60 


Difference .  26,565  10 

Decrease  in  surplus,  1912 .  $161,046  03 


Gain  and  Loss  Exhibit  —  First  Three  Months  of  1913 

Underwriting 

Underwriting  income  earned .  $195,027  85 

Losses  incurred  .  $235,  494  48 

Expenses  incurred  .  107,  353  86 


Total 


342,848  34 


Underwriting  loss 


$147,820  49 
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Investment 


Gain  from  investments  1913 .  $14,321  20 

Decrease  in  surplus  1913 .  $133,499  29 


Summary 

From  the  detailed  experience  of  the  company  as  set  forth  before 
in  this  report,  it  seems  clear  that  the  greater  part  of  the  decrease 
in  surplus  has  been  caused  by  the  underwriting  in  the  fidelity 
and  surety  department. 

We  believe  that  this  department  is  now  on  a  firmer  basis  as  to 
both  underwriting  and  the  investigation  and  settlement  of 
claims. 

However,  in  view  of  the  present  surplus  of  the  company,  we 
suggest  that  the  rapid  increase  in  the  amount  of  liability  busi¬ 
ness  written  he  curtailed.  This  class  of  business  should  be  care¬ 
fully  selected.  Careful  selection  of  risks  is  much  more  impor¬ 
tant  than  volume,  especially  in  view  of  the  fact  that  the  com¬ 
pany  has  reduced  its  rates  to  some  extent,  at  least  from  the 
manual  and  is  paying  a  high  rate  of  commission  on  the  business. 
Further  the  reinsurance  reserve  on  a  rapidly  increasing  business 
will  reduce  the  amount  of  surplus,  and  it  is  certain  that  safety 
requires  a  surplus  at  least  equal  to  that  shown  by  this  examina¬ 
tion. 
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HOME  TITLE  INSURANCE  COMPANY  OF  NEW  YORK 

Brooklyn,  N.  Y. 

Examination  on  increase  of  capital. 

Report  dated  June  6,  1913. 

Examiner:  Jesse  Bacharach. 

January  2,  1912,  stockholders  authorized  increase  of  capital 
from  $250,000  to  $500,000,  stock  representing  increase  to  be 
sold  at  $200  per  share,  par  value  $100.  December  31,  1912i, 
paid  in  capital  had  been  increased  to  $387,400. 

May  29,  1913,  paid  in  capital  had  been  inci'eased  to  $417,000. 


LAWYERS’  WESTCHESTER  MORTGAGE  AND  TITLE 

COMPANY 

White  Plains,  N.  Y. 

Examination  on  increase  of  capital. 

Date  of  report ,  September  3,  1912. 

Examiner:  Isaac  Fuld. 

This  examination  shows  that  on  December  31,  1911,  the  com¬ 
pany  had  completed  the  increase  of  its  capital  stock  from  $250,- 
000  to  $325,000. 
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NATIONAL  BON’D  AND  MORTGAGE  COMPANY 

New  York,  N.  Y. 

Examination  as  of  October  7,  1912. 

On  verification  of  'payment  of  10  per  cent,  of  subscribed  capi¬ 
tal  stock. 

Report  dated  October  7,  1912. 

Examiner :  J.  F.  Tucker. 

Examination  as  of  November  6,  1912. 

On  verification  of  payme?it  of  one-third  of  capital  stock. 

Report  dated  November  6,  1912. 

Examiner:  J.  F.  Tucker. 


QUEENS  COUNTY  MORTGAGE  COMPANY 

Jamaica,  N.  Y. 

Examination  on  increase  of  capital. 

Date  of  report ,  September  3,  1912. 

Examiner:  Isaac  Fuld. 

This  examination  shows  that  on  December  31,  1911,  the  com¬ 
pany  had  completed  the  increase  of  its  capital  stock  from 
$200,000  to  $300,000. 


Co-operative  Life  and  Accident  Associations 
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COLUMBIAN  PROTECTIVE  ASSOCIATION 


Binghamton,  N.  Y. 

Examination  on  condition  as  of  December  31,  1912. 
Report  dated  February  5,  1913. 

Examiners:  Clarence  J.  Norton  and  Wilbur  F.  German. 


Ledger  Assets 

Book  value  of  bonds . 

Mortgage  loans  on  real  estate . 


Cash  in  bank .  $996  41 

Cash  in  office .  690  50 


Cash  in  Binghamton  Trust  Company  in  process 

of  liquidation  (balance  due) . 

Agents’  balances  . 


$47,168  01 
28,900  00 


1,686  91 

2,867  37 
241  66 


Total  ledger  assets 


$80,863  95 


N on-Ledger  Assets 

Interest  accrued  .  $1, 048  72 

Assessments  in  course  of  collection  not  over 

thirty  days  due,  less  commissions .  1,791  84 


Total  non-ledger  assets .  2,840  56 


Gross  assets 


$83,704  51 


Deduct  Assets  ~Not  Admitted 

Agents’  debit  balances .  $241  66 

Book  value  of  bonds  over  market  value .  511  13 

Balance  due  from  Binghamton  Trust  Company.  2,867  37 

-  3,620  16 

Total  admitted  assets .  $80,  084  35 


Liabilities 

Death  claims,  reported  and  adjusted .  $170  00 

Disability  claims,  reported  not  yet  adjusted..  310  00 

Commissions  to  agents  due  and  accrued .  125  00 

Assessments  paid  in  advance .  529  00 
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American  Fraternal  Association  dividend 


checks  refused  (1912  dividend  settlement)..  $412  80 

Dividends  due  Columbian  Protective  Associa¬ 
tion  members  in  1912  paid  in  January,  1913.  2,  182  41 

Officers’  salaries  due .  1,350  00 

Miscellaneous  accounts  due .  455  81 

Reserve  or  emergency  fund  under  section  205.  4,175  17 


Trust  fund,  being  amount  of  expenses  charged 
against  dividend  certificates  of  the  American 
Fraternal  Association  maturing  in  1912, 
held  in  suspense .  5',  887  75 

Total  liabilities  .  $15,597  94 

Excess  of  assets  over  liabilities .  $64,486  41 


A  statement  of  income  and  disbursements  from  January  1, 
1912  to  December  31,  1912,  inclusive,  is  as  follows: 

Balance  ledger  assets  December  31,  1911 .  $99,329  93 


Income 

Assessments  (all  classes)  .  $53,  192  79 

Interest .  5,022  86 

Loans  to  policyholders  deducted  from  dividends.  4,  906  66 

Agents’  balances  previously  charged  off .  8  00 


Total  income 


63,  130  31 


Total 


$162,460  24 


Disbursements 


Death  claims  .  $4,  241  84 

Disability  loans  and  claims .  11,045  66 

Dividends  to  members  .  41,995  59 


Total  paid  to  members .  $57,283  09 

Management  expenses  .  23,066  77 

Deposited  with  J.  F.  Scragg,  attorney,  as  secu¬ 
rity  for  costs  in  cases  on  appeal .  1,  200  00 

Loss  on  sales  of  bonds .  46  43 


Total  disbursements 


81,596  29 


$80,863  95 


Balance  (ledger  assets) 
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Organization  and  Plans  of  Insurance 

This  association  was  incorporated  originally  with  the  name  of 
“ American  Protective  Association/7  hut  on  April  23,  1907,  the 
name  was  changed  to  “  Columbian  Protective  Association/’  and 
the  home  office  was  removed  from  Brooklyn  to  Binghamton,  New 
York. 

At  present  this  association  is  writing  four  classes  of  certifica- 
cates,  known  as  “  Class  AT,”  “  Class  B  new,”  “  Class  C  77  and 
“  Class  D.” 

Class  A-I : 

This  is  an  accident  certificate  intended  to  cover  mercantile  and 
professional  risks,  such  as  merchants,  dentists,  insurance  men, 
attorneys,  teachers,  physicians,  commercial  travelers,  ministers 
and  bankers.  Male  members  only,  between  the  ages  of  18  and 
50  years,  are  admitted  in  this  class.  The  contract  provides  the 
following  benefits: 

Weekly  indemnity  for  total  temporary  disability  (limit  26 


weeks)  .  $25  00  weekly 

Partial  temporary  disability  (limit  5  weeks) .  10  00  weekly 

Accidental  death .  2,  000  00 


The  cost  of  this  certificate  is  a  membership  fee  of  $2  and  an 
annual  premium  of  $12,  payable  annually,  semi-annually  or 
quarterly. 

Class  B  new.  Life ,  Health  and  Accident  Certificate: 

The  association  began  issuing  this  certificate  November  20, 
1912,  and  there  were  at  the  end  of  the  year  385  certificates  in 
force  on  this  plan.  They  are  issued  to  men  between  18  and  60 
years  of  age,  and  women  between  18  and  50.  These  certificates 
provide  benefits  in  the  event  of  accident  from  date  of  issuance, 
and  sick  and  death  benefits  only  after  the  certificate  has  been  in 
force  two  months.  Disability  benefits  are  limited  to  ten  weeks 
in  one  year,  but  death  benefits  are  in  no  way  restricted  or  re¬ 
duced  by  reason  of  the  member  having  previously  received  dis¬ 
ability  benefits.  Change  of  occupation  does  not  affect  the  val¬ 
idity  of  certificates  nor  any  benefits  mentioned  therein. 
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The  cost  and  benefits  of  this  certificate  are  shown  in  the  fol¬ 


lowing  table: 

Cost  per  month 

$1  00 . 

2  00 . 


Sick  or  accident 
benefit  per  week 

$7  00 
14  00 


Death 

benefit 


$100  00 
200  00 


Fifty  per  cent,  additional  premium  for  men  between  50  and 
55  years  of  age  is  charged  and  100  per  cent,  for  men  between  55 
and  60  years. 

Class  C : 

Class  C  is  a  classified  liability  certificate  covering  both  health 
and  accident  with  specific  indemnity  for  certain  injuries.  A 
copy  of  this  form  of  certificate  and  the  association’s  manual  of 
rates  are  on  file  with  this  department.  This  form  was  issued  be¬ 
ginning  January  1,  1912,  and  on  December  31st,  701  certificates 
were  in  force. 

Class  D: 

This  is  a  special  life  certificate  providing  for  natural  death 
benefits  exclusively,  the  maximum  amount  of  insurance  issued 
to  any  one  person  being  $2,000.  Medical  examination  is  re¬ 
quired,  the  fee  being  paid  by  the  association. 

The  benefits  provided  in  this  form  of  certificate  are  graded 
according  to  age  on  the  basis  of  $1  monthly  premium,  or  issued 
on  the  basis  of  $1,000  face  value,  the  rates  of  premium  being 
stipulated  according  to  the  age  at  issue. 

An  illustration  of  the  benefits  paid  according  to  age  at  $1  per 
month,  under  the  first  plan,  and  of  the  regular  rates  per  $1,000 
of  insurance,  under  the  second  plan,  is  as  follows: 


FIRST  plan:  second  plan: 

Amount  of  Semi- 

Age  insurance  Age  Annual  Annual  Quarterly  Monthly 

18-19 .  $1,000  20  $12  42  $6  46  $3  30  $1  15 

20 .  985  25  13  92  7  25  3  69  1  28 

25 .  900  30  15  99  8  25  4  20  1  45 

30 .  765  35  18  34  9  56  4  86  1  68 

35 .  640  40  21  68  11  24  5  75  1  99 

40 .  530 


No  certificates  have  yet  been  issued  in  this  class. 
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Dividends 

In  1907  this  association  began  writing  policies  on  the  five-year 
dividend  endowment  plan,  the  members  being  entitled  to  partici¬ 
pate  in  the  surplus  at  the  end  of  such  period. 

The  dividends  on  certificates  maturing  in  1912  and  1913  were 
based  on  computations  made  by  this  department  at  the  request 
of  the  association. 

The  following  tabulation  shows  the  method  of  arriving  at  the 
dividends  in  the  class  maturing  1913 : 


Monthly  assessments 

Certificates 
in  force 

Amount  paid  by 
each  member 

Total 

$0  50  . 

2 

$30  00 

$60  00 

1  00  . 

72 

60  00 

4,320  00 

2  00  . 

303 

120  00 

36,360  00 

Total  contributions  . 

$40,740  00 

Gain  from  lapses . 

15,471  00 

Interest  on  investments . 

2,481  40 

Interest  on  disability  loans  not  in 

excess  of  dividends . 

457  35 

Donation  from  trustees  (1908)  apportioned  to  this  class . 

255  22 

Total  income  . 

$59,404  97 

Disbursements 

Expenses .  $19,530  09 

Loans  on  lapsed  policies .  4,263  50 

Death  claims  .  2,  604  72 

Estimated  death  losses  for  1913 .  2,000  00 

Estimated  disability  loans  for  1913  and  loans 

occurring  prior,  in  excess  of  dividends .  150  00 

Loss  of  investments  (estimated) .  1,000  00 

Proportion  of  trust  fund  created  in  1912  on 
account  of  expenses  in  carrying  certificates 

of  American  Fraternal  Association .  1,498  21 

Proportion  of  trust  fund  created  in  1913  on 
account  of  expenses  in  carrying  certificates  of 
American  Fraternal  Association  expiring  in 

1913  .  652  38 

Expenses  overcharged  National  Fraternal 

League  1912  . 298  33 

Expenses  overcharged  National  Fraternal 

League  1913  .  83  62 


Total  disbursements 


32,080  85 


$27,  324  12 


Amount  to  be  distributed 
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There  being  679  certificates,  on  a  $1  basis,  maturing  in  1913 


the  dividend  is  therefore, 

On  $0.50  per  month  certificates .  $20  12 

On  1.00  per  month  certificates .  40  24 

On  2.00  per  month  certificates .  80  48 


American  Fraternal  Association 
In  January,  1910,  the  certificates  of  the  American  Fraternal 
Association  of  Honesdale,  Pa.,  were  reinsured  by  the  Columbian 
Protective  Association.  The  former  was  organized  in  1907  under 
the  laws  of  the  State  of  Pennsylvania,  and  issued  exclusively 
five-year  dividend  endowment  certificates  which  began  to  mature 
in  the  year  1912.  Ho  assets  were  turned  over  to  the  Columbian 
to  carry  out  the  terms  of  the  reinsurance,  it  being  represented 
that  there  were  none.  However,  it  has  since  been  established  that 
the  association  did  have  assets  on  hand  at  that  time,  aggregat¬ 
ing  approximately  $16,000  to  $20,000,  face  value,  and  that  the 
same  were  converted  to  the  use  of  certain  former  officers  as  a 
commission  for  obtaining  the  reinsurance.  It  seems  that  subse¬ 
quently  a  movement  was  started  to  recover  such  assets,  or  their 
equivalent,  upon  the  ground  that  they  were  obtained  through 
fraud,  and  after  certain  pressure  was  brought  to  bear  a  former 
president  deposited  with  a  trustee  in  the  State  of  Pennsylvania 
the  amount  of  $20,000  in  cash  and  securities,  face  value,  under 
a  written  agreement  which,  we  are  informed,  provided  sub¬ 
stantially  that  the  said  assets  should  be  used  for  the  benefit 
of  the  members,  in  the  event  the  Columbian  Protective  Asso¬ 
ciation  was  held,  after  suit  had  been  brought,  not  liable  to  pay 
the  dividends  which  should  be  paid  to  such  members  from  con¬ 
tributions  received  from  them  prior  to  reinsurance.  We  find 
that  several  suits  have  been  brought  and  are  about  to  be  tried  in 
the  courts  of  Pennsylvania  to  test  this  matter,  and  that  the  Penn¬ 
sylvania  Insurance  Department  has  obtained  an  order  from  a 
court  of  competent  jurisdiction  by  which  it  is  authorized  to  take 
possession  of  the  assets  and  affairs  of  this  association  in  the  State 
of  Pennsylvania.  We  are  informed  that  the  cash  and  securities 
held  by  the  trustee  have  not  yet  been  turned  over  to  the  Penn¬ 
sylvania  department.  If  it  is  successful  in  obtaining  possession 
of  same,  it  is  probable  that  it  will  be  distributed  to  the  members  • 
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entitled  thereto  in  the  form  of  an  extra  dividend.  In  this  event 
the  amount  received  by  them  will  be  larger  than  was  at  first 
expected. 

The  question  as  to  the  liability  of  the  Columbian  Protective 
Association  with  regard  to  the  dividends  computed  on  contribu¬ 
tions  made  by  the  members  prior  to  reinsurance,  under  the  terms 
of  the  contract  entered  into,  is  yet  to  be  decided,  hut  it  is  the  opin¬ 
ion  of  your  examiners  that  it  ought  not  to  he  held  liable  for  such 
dividends,  in  view  of  all  the  circumstances  and  the  premises  on 
which  the  certificate  contracts  were  based.  If  the  members  have 
any  redress  it  ought  to  be  against  those  officers  whom  they  elected 
and  who  were  unfaithful  to  their  trusts.  The  details  of  the  trans¬ 
actions  involved  in  the  above  reinsurance  are  given  in  a  former 
report  of  this  department,  dated  May  6,  1912. 

The  dividends  which  have  been  computed  to  be  paid  on  certifi¬ 
cates  of  the  American  Fraternal  Association  which  mature  the 
first  six  months  of  1913,  based  upon  contributions  received  only 
since  reinsurance,  have  been  calculated  according  to  the  follow¬ 


ing  statement: 

Income 

Credit  January  1,  1911 .  $733  08 

Contributions,  1911  and  1912 .  2,005  00 

Future  contributions  to  mature  certificates. ...  119  00 

Gain  from  lapses  (1911  and  1912) .  26  00 

Loans  prior  to  reinsurance  exceeding  loss .  20  00 


Total  income  .  $2,903  08 


Disbursements 

Expenses,  35  per  cent,  contributions  during 

1911  and  1912  and  future  contributions....  $743  40 

Disability  loans  over  amount  of  dividends  and 

estimate  for  future  death  claims .  400  00 


Total  disbursements 


1,  143  40 


Amount  to  be  distributed 


$1,  759  68 


As  there  are  eighty-two  certificates  on  a  $1  basis  the  dividend 


is  therefore: 

On  $1.00  certificates .  $21  46 

On  2.00  certificates . 42  92 

On  4.00  certificates .  85  84 
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National  Fraternal  League 

In  1910  this  association  reinsured  the  certificate  contracts  of 
the  National  Eratemal  League  of  Bradford,  Pa.,  which  con¬ 
tracts  also  provide  for  a  five-year  cash  dividend  distribution. 
Under  date  of  April  24,  1912  the  counsel  of  this  department  gave 
an  opinion  to  the  effect  that  the  Columbian  Protective  Association 
should  be  permitted  to  charge  the  members  of  the  National  Fra¬ 
ternal  League,  for  expense  in  carrying  their  certificates,  only  the 
actual  cost  thereof.  This  cost  has  been  estimated  to  he  20  per 
cent,  of  the  contributions.  We  have  therefore  charged  the  dif¬ 
ference  between  20  per  cent,  and  35  per  cent.,  the  ratio  of  ex¬ 
pense  charged  against  certificates  of  the  Columbian’s  dividend 
members,  pro  rata  among  all  the  latter  in  force  January  1,  1913, 
as  follows: 


1913 

Maturity  date 

No.  of  certificates 
in  force  on 
$1.00  basis 

679 

Amount 
to  be 
charged 

$83  62 

1914 

646 

79  54 

1915 

594 

73  16 

$236  32 

The  dividend  payable  on  certificates  of  members  of  the  Nat¬ 
ional  Fraternal  League  maturing  in  1913  is  computed  as  follows: 

Future 


Number  of  policies 
in  force 


No.  1 
No.  2 


Total  contributions . 

Share  in  mortgage  loan  taken  over  at  time  of  reinsurance . . 
Loans  made  prior  to  reinsurance  less  than  dividends . 


6 

18 

Contributions 

202 

• 

1,210 

Dues 
$6  00 

20  50 

Contributions 

$25  00 
112  00 

24 

1,412 

$26  50 

$137  00 

Income 

$1,575  50 

390  00 
10  00 


$1,975  50 


Total 
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Disbursements 

Expenses,  20  per  cent,  of  contributions .  $315  10 

Estimated  death  and  disability  loans  for  1913.  300  00 


Total  disbursements 


$615  10 


Amount  to  be  distributed 


$1,360  40 


Number  of  $1.00  certificates  —  42. 
Dividend  is  therefore 


$1.00  certificates  .  $32  39 

2.00  certificates  .  64  78 


Liabilities 

Trust  Fund. — The  trust  fund,  viz. :  $5,887.75,  carried  as  a 
liability  represents  the  association’s  liability  either  to  the  certifi¬ 
cate  holders  of  the  American  Fraternal  Association  or  those  on 
the  dividend  plan  of  the  Columbian  Protective  Association  whose 
certificates  matured  during  1912.  The  management  claims  the 
right  to  charge  the  members  of  the  American  Fraternal  Associa¬ 
tion  the  same  ratio  of  expense  as  it  charges  its  own  members,  but 
some  of  the  members  of  the  American  Fraternal  Association 
hold  that  the  Columbian  Protective  Association  can  not  legally 
charge  such  members  anything  for  expense.  A  trust  fund  was 
therefore  created  to  he  held  in  suspense  until  the  question  has 
been  decided  by  means  of  the  litigation  already  started. 

Hence,  it  becomes  necessary  to  add  to  this  fund  the  additional 
amount  to  represent  the  expenses  charged  against  the  members 
of  the  American  Fraternal  Association,  whose  certificates  mature 
during  1913,  which  is  as  follows: 


Expense  to  be  charged  on  certificates  maturing  between 

Jan.  1st  and  July  1st,  1913 .  $743  40 

Expense  to  be  charged  on  certificates  maturing  between 

July  1,  1913,  and  Jan  1,  1914 .  1,100  40 


$1,843  80 


Total 
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This  amount  should  he  apportioned  and  charged  against  all 
the  dividend  certificates  of  the  Columbian  Protective  Association, 
which  mature  as  follows: 

No.  Certificates  Amount 


in  force  on  to  be 

^ear  $1.00  basis  charged 

1913  .  679  $652  38 

1914  .  646  620  69 

1915  .  594  570  73 


1,919  $1,843  80 


Expense  of  Management 

The  expense  of  management  of  the  Columbian  Protective  Asso¬ 
ciation  for  the  year  ending  December  31,  1912,  as  shown  in  the 
financial  statement  of  this  report,  is  about  45%  per  cent,  of  the 
total  income  from  members.  This  does  not  include  accrued  hills 
and  accounts  incurred  but  not  actually  paid  during  the  said  year. 
It  does  take  into  account,  however,  corresponding  items  incurred 
the  year  previous  but  paid  in  1912. 

Section  207  of  the  Insurance  Law  limits  associations  opera- 
ing  under  article  VI  to  35  per  cent,  of  the  income  actually  re¬ 
ceived  from  members  for  expenses  of  management,  but  another 
section  provides  that  such  limitation  shall  not  apply  “  to  the  cas¬ 
ualty  department  of  any  casualty  insurance  corporation,  asso¬ 
ciation  or  society  upon  the  assessment  plan.”  The  management 
of  this  association  contends  that  the  expenses  for  the  said  year  in 
excess  of  35  per  cent,  have  been  incurred  in  writing  its  casualty 
certificates.  In  deference  to  this  contention  we  would  state  that 
if  the  cost  of  acquiring  new  business  and  the  salaries  paid  to 
managers  and  agents  were  eliminated  the  expenses  of  manage¬ 
ment  would  not  exceed  35  per  cent.  As  nearly  all  the  business  writ¬ 
ten  during  the  year  has  been  on  the  casualty  plan,  it  is  evident 
that  the  expenses  in  excess  of  the  stated  percentage  was  in¬ 
curred  in  the  casualty  department. 

However,  in  computing  the  dividends  payable  to  participating 
certificate  holders  of  the  Columbian  and  the  American  Fraternal, 
we  have  charged  only  35  per  cent,  of  the  contributions  of  such 
members  for  expenses  in  the  year  1912,  and  the  same  rate  in 
estimating  the  expenses  on  contributions  to  be  received  in  1913. 
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As  these  certificates  are  practically  on  a  life  insurance  basis,  in 
our  opinion,  they  fall  within  the  35  per  cent,  limitation,  and  the 
dividends  have  been  calculated  accordingly,  except  that  as  we 
have  deducted  only  20  per  cent,  of  the  contributions  of  the  Nat¬ 
ional  Fraternal,  as  above  explained,  we  have  added  the  difference 
between  20  per  cent,  and  35  per  cent,  thereof  to  be  also  deducted 
from  all  other  dividend  certificates  in  force  January  1,  1913. 

Renewal  of  Dividend  Certificates. 

Although  under  the  present  law  no  more  five  year  cash  dividend 
certificates  can  be  issued,  the  management  claims  the  right  to 
renew  certificates  on  this  plan,  if  members  so  desire.  However, 
it  has  agreed  with  this  department  to  exert  all  possible  means 
to  terminate  this  kind  of  business.  In  this  connection,  in  ex¬ 
amining  correspondence,  we  find  many  members  do  not  know 
when  they  have  paid  the  last  assessment  to  mature  their  certifi¬ 
cates  until  they  receive  the  dividend  thereon.  By  that  time  they 
have  paid  in  at  least  one  assessment  on  a  new  period.  In  certain 
of  such  cases  we  find  that  members  have  demanded  the  return 
of  same,  but  this  has  been  refused,  the  claim  being  that  these 
members  have  been  under  benefit  for  the  time  elapsed  and  such 
benefit  would  have  been  paid  had  claims  arisen.  To  obviate  this 
misunderstanding  we  would  recommend  that  notices  be  sent  to 
members  at  least  thirty  days  before  their  certificates  mature,  in¬ 
forming  them  thereof  and  advising  them  of  their  right  to  con¬ 
tinue  under  this  plan,  if  they  so  desire. 

Assessment  Receipts 

Certain  recommendations  were  made  by  your  examiners  which 
the  management  has  agreed  to  follow,  concerning  the  crediting  of 
assessments  received  at  the  home  office.  If  the  recommendations 
are  carried  out,  all  assessments  entered  on  the  cash  book  will  be 
posted  to  the  membership  register  wfith  the  date  of  payment  of 
each  properly  indicated.  This  will  materially  aid  an  examiner 
or  auditor  in  seeking  to  verify  the  income  received  on  this  ac¬ 
count  as  shown  by  the  cash  book.  Ender  the  method  now  in  force 
this  is  exceedingly  difficult,  if  not  impossible. 
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Certificates  in  Force 

The  total  number  of  certificates  in  force  on  December  31,  1912 
was  3,113,  of  which  1,181  are  on  the  five-year  dividend  plan. 


DEWITT  CLINTON  READY  RELIEF  ASSOCIATION 

Brooklyn,  N.  Y. 

Examination  on  condition  as  of  November  30,  1912. 

Report  dated  December  9,  1912. 

Examiner :  J.  F.  Tucker. 

Ledger  Assets 

Cash  in  bank .  $1,  146  73 

Cash  in  hands  of  treasurer .  48  84 

Cash  in  hands  of  secretary .  61  13 

Total  ledger  assets .  $1,  256  70 


Liabilities 

.Reserve  required  by  section  205  of  the  Insurance  Law .  1,762  38 

Excess  of  liabilities  over  assets .  $505  68 


The  following  is  a  statement  of  income  and  disbursements  from 
January  1  to  November  30,  1912,  inclusive: 

Income 


Assessments  and  fees,  etc .  $3,895  01 

Interest  on  bank  deposits .  14  46 

Total  income  .  $3,909  47 

Ledger  assets  December  31,  1911 .  1,527  98 

Total  .  $5,437  45 


Disbursements 

Death  claims  (8) .  $4,000  00 

Management  expenses  .  180  75 


Total  disbursements  .  4.  180  75 


$1,256  70 


Balance  November  30,  1912 
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Assets 

The  cash  in  bank  was  verified  by  a  certificate  obtained  from 
the  Brooklyn  Trust  Company,  in  which  the  funds  of  the  asso¬ 
ciation  are  deposited,  and  a  reconciliation  made  with  the  check 
book.  The  cash  in  the  hands  of  the  Treasurer  was  deposited,  ac¬ 
cording  to  the  bank  pass  book,  on  December  4th.  Of  the  cash 
in  the  hands  of  the  Secretary,  $18.47  represents  a  portion  of  the 
last  assessment  collected  and  not  turned  over  to  the  Treasurer  on 
November  30th.  The  Secretary  wrote  a  check,  payable  to  the 
Treasurer,  for  this  amount  on  December  5th.  The  balance  in  the 
hands  of  the  Secretary,  $42.66,  covers  fines,  fees  for  certificate 
changes,  payments  by  new  members,  etc.,  which  the  Secretary 
states  he  does  not  turn  over  to  the  Treasurer  until  the  end  of 
the  fiscal  year.  Article  VI,  section  2,  of  the  by-laws,  covering 
duties  of  the  Secretary,  reads  as  follows: 

He  shall  receive  all  moneys  of  the  Association  and  turn  over  same  to  the 

V 

Treasurer  at  least  once  a  month,  taking  a  receipt  for  same. 


It  would  seem,  therefore,  that  the  Secretary’s  custom  of  holding 
the  cash  representing  the  above  items  is  not  strictly  in  accordance 
with  the  by-laws. 

Liabilities 

The  reserve  required  by  section  205  of  the  Insurance  Law,  or 
the  amount  of  one  full  assessment,  is  shown  by  the  foregoing  fi¬ 
nancial  statement  to  be  $505.68  more  than  the  total  assets.  The 
said  section  requires  that  such  impairment  shall  not  be  allowed 
to  exist  more  than  six  months,  but  shall  be  made  up  and  returned 
to  the  fund  within  that  period.  The  trustees  should  bear  this  in 
mind  when  considering  the  calling  of  another  assessment. 

Fees,  Dues  and  Assessments 

Vew  members  pay  an  application  fee  of  one  dollar  each  and 
also  one-third  of  the  amount  of  one  full  assessment  at  age  of 
entry.  The  annual  dues  are  one  dollar  and  new  members  pay 
twenty-five  cents  per  quarter  for  the  unexpired  part  of  the  fiscal 
year,  which  ends  December  31st. 

Assessments  are  levied  by  order  of  the  trustees  as  often  as 
may  be  necessary  to  pay  death  claims  incurred.  Each  member 
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is  assessed  according  to  age  at  entry.  Bor  example  the  rates  at 

ages  given  are  as  follows: 


Age 

Age 

21 . 

38 . 

58 

25 . 

40 . 

.  6 

18 

30 . 

.  4  14 

45  •  •  . 

7 

74 

35 . 

50 . 

.  9 

78 

Two  full  assessments  have  been  levied  since  January  1,  1912. 


Membership  and  Benefits 

An  applicant  for  membership  must  be  a  member  in  good 
standing  of  the  Boyal  Arcanum,  must  be  between  the  ages  of  21 
and  50,  and  undergo  an  examination  by  a  physician  named  by 
the  trustees,  and  be  elected  by  the  trustees  before  such  examina¬ 
tion. 

The  present  membership  is  320  and  the  amount  of  insurance 
in  force  $160,000.  The  following  table  shows  the  number  of 
members  and  amount  of  insurance  on  the  dates  indicated  therein: 


Number 

Insurance 

Date 

members 

inforce 

December  31, 

1908 . 

.  335 

$167,500 

December  31, 

1909 . 

.  334 

167,  000 

December  31, 

1910 . 

.  329 

164,500 

December  31, 

1911 . 

.  317 

158,500 

November  30, 

1912 . 

.  320 

160,000 

The  average  age  at  entry  is  thirty-eight  and  the  average  at¬ 
tained  age  of  course  much  higher.  Only  by  a  substantial  increase 
in  membership,  such  increase  to  consist  principally  of  young 
members,  can  the  association  hope  to  survive  a  death  rate  which 
will  naturally  increase  rapidly  in  the  near  future. 

Certificates  are  issued  for  $500  only. 

Officers 

With  the  exception  of  the  Secretary,  the  officers  receive  no 
compensation  for  their  sendees.  The  Secretary,  who  does  prac¬ 
tically  all  the  clerical  work  of  the  association,  receives  thirty-five 
cents  per  year  for  each  member  in  good  standing.  The  Secretary 
and  Treasurer  are  required  to  give  bonds  for  $1,000  each.  The 
officers  are  as  follows: 

President,  John  F.  Chumasero. 

Secretary,  S.  E.  Kirkliam. 

Treasurer,  E.  F.  Barnes. 
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GOLD  AED  STOCK  LIFE  IKSIJRAECE  ASSOCIATION 

New  York,  K.  Y. 

Examinations  on  condition  as  of  December  11,  1912- 
Deport  dated,  December  30,  1912. 

Examiners:  Clarence  J.  Norton  and  W.  F.  German. 


Ledger  Assets 

Cash  on  deposit  with  the  Western  Union 


Telegraph  Co .  $1,811  07 

Cash  in  office .  54  40 

Hook  value  of  bonds .  16,044  58 


Total  ledger  assets 


$17,710  05 


Non-Ledger  Assets 


Monthly  dues  in  course  of  collection .  $665  30 

Interest  accrued  on  bonds .  200  15 

Interest  accrued  on  cash  balance .  16  67 

Increase  in  market  value  of  bonds  over  book 

value,  as  per  schedule  attached .  110  42 


Total  non-ledger  assets 


992  54 


Total  assets 


$18,702  59 


Liabilities 

Present  value  of  death  claims  adjusted,  in 
process  of  adjustment  and  those  of  which 


only  notice  has  been  received .  $3,877  69 

Assessments  paid  in  advance .  9  60 

Reserve  under  section  205  of  the  New  York 

Insurance  Law  .  641  90 


Total  liabilities 


4,529  19 


$14, 173  40 


Excess  of  assets  over  liabilities 
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A  statement  of  income  and  disbursements  from  January  1, 
1912,  to  December  11,  1912,  inclusive,  is  as  follows: 

Income 

Ledger  assets  December  31,  1911,  per  association’s  records...  $17,217  34 

Membership  fees  and  dues  (net) .  $7,421  15 

Interest  from  all  sources .  749  90 

Total  income  .  8,171  05 

Total .  $25,388  39 


Disbursements 

Death  claims  .  $7, 350  00 

Management  expenses  .  328  34 


Total  disbursements  .  7,  678  34 


.Balance,  ledger  assets,  December  11,  1912 .  $17,710  05 


Organization  and  Plan  of  Insurance 

This  association  was  organized  January  9,  1878,  and,  as  here¬ 
inbefore  stated,  transacts  the  business  of  assessment  life  insur¬ 
ance  under  the  provisions  of  article  VI  of  the  Insurance  Law. 
It  admits  to  membership  persons  of  either  sex,  not  less  than 
twenty-one  years  nor  more  than  forty-five  years  of  age,  who  are 
employed  in  the  telegraph,  telephone  or  other  electrical  service. 
Members  who  leave  such  employment  may  continue  their  insurance 
thereafter. 

Certificates  issued  prior  to  January  8,  1894,  provide  for  a 
death  benefit  in  the  sum  of  $600 ;  those  issued  on  and  after  said 
date  provide  for  the  payment  of  $500.  Upon  the  death  of  a 
member,  after  proofs  of  claim  approved  by  the  executive  com¬ 
mittee  are  filed,  payment  is  made  to  the  beneficiary  in  instal¬ 
ments  of  $50  per  month.  However,  the  executive  committee  has 
the  power,  under  authority  of  the  by-laws,  to  vary  the  time,  num¬ 
ber  and  amount  of  instalments  payable,  whenever  circumstances 
render  such  action  necessary. 

Membership ,  Insurance  and  Bates 

The  total  present  membership  is  1,140,  and  consists  of  434 
members  holding  $600  certificates,  and  706  members  holding 
$500  certificates,  representing  $613,400  insurance  in  force. 
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The  assessment  rates  vary  from  50  cents  to  $1  for -each  call. 
Members  admitted  prior  to  January  8,  1894,  pay  60  cents  per 
call;  those  admitted  between  January  8,  1894,  and  December  31, 
1902,  inclusive,  50  cents;  and  those  admitted  on  and  after  Janu¬ 
ary  1,  1903,  the  following  rates,  according  to  age  at  entry: 

.Between  21  and  30,  50  cents 
Between  30  and  35,  60  cents 
Between  35  and  40,  75  cents 
Between  40  and  45,  $1 

Assessments,  or  so-called  dues,  are  levied  monthly  and  are 
due  and  payable  on  or  before  the  last  day  thereof,  without  notice. 
Collectors  are  appointed  by  the  executive  committee,  who  serve 
without  compensation.  A  majority  of  the  members  pay  their 
dues  through  such  collectors,  who  remit  the  same  to  the  secretary 
at  monthly  or  quarterly  intervals. 

Expense  of  Management 

This  association  is  operated  at  a  very  low  expense  ratio,  the 
same  being  kept  within  5  per  cent,  of  the  assessment  receipts,  as 
required  by  the  by-laws.  It  has  no  salaried  officers  and  the  West¬ 
ern  Union  Telegraph  Company  assists  the  association  materially 
by  paying  it  6  per  cent,  interest  on  the  funds  which  are  deposited 
with  it,  and  also  furnishes  office  space  in  its  building  in  Hew  York 
City  free  of  charge. 

Handing  of  Income — Accounting  —  Recommendations 

The  associations’  officers  are  busily  engaged  throughout  the 
business  hours  of  the  day  with  the  affairs  of  the  Western  Union 
Telegraph  Company.  As  a  result,  the  system  of  accounting  in 
use  and  the  method  of  handling  the  cash  are  too  primitive,  and 
proper  supervision  thereof  is  somewhat  neglected-  We  refer 
particularly  to  the  methods  of  the  secretary’s  department.  The 
latter  keeps  no  regular  cash  book.  When  assessments  are  paid 
in,  they  are  entered  to  the  credit  of  the  members  on  the  member¬ 
ship  register,  which  record  shows  the  monthly  payments  of  each 
member,  and  at  the  end  of  certain  periods  the  secretary  turns  over 
the  cash  received  to  the  treasurer. 
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We  find  that  the  cash  received  in  the  secretary's  department 
and  the  handling  of  the  records  coincident  therewith  is  in  charge 
of  a  clerk,  who  notifies  the  secretary  from  time  to  time  of  the 
amount  received  and  the  latter  transfers  the  equivalent  to  such 
receipts  to  the  treasurer  by  his  personal  check.  It  seems  that 
some  of  the  members  pay  their  monthly  dues  through  authorized 
collectors  while  others  remit  directly  to  the  home  office.  In  at¬ 
tempting  to  make  a  test  check  of  the  income  from  members,  we 
examined  the  books  of  several  collectors  and  found  that  certain 
books  showed  cash  paid  in  the  secretary’s  office  on  certain  dates, 
whereas  the  secretary’s  membership  register  showed  the  same  pay¬ 
ments  credited  to  the  member  as  of  earlier  dates.  This  condition 
was  brought  to  the  attention  of  the  secretary  and  his  clerk,  but  no 
satisfactory  explanation  was  given  by  them.  It  appears  that  the 
secretary’s  records  are  audited  occasionally  by  men  connected 
with  the  Western  Union,  but  in  making  such  audits  those  so  en¬ 
gaged  merely  reconcile  the  items  entered  in  the  membership  regis¬ 
ter  with  the  amounts  turns  over  to  the  treasurer,  and  no  further 
inquiry  is  made. 

It  seems  to  your  examiner,  in  view  of  the  lack  of  explanation 
of  the  condition  above  mentioned,  and  also  from  the  apparent  ir¬ 
regularity  of  dates  entered,  that  there  is  a  discrepancy  existing 
between  the  actual  income  and  the  credits  shown  on  the  secretary’s 
records.  The  extent  of  same  cannot  be  ascertained  without  an 
audit  being  made,  which  would  require  information  as  to  the 
exact  amount  actually  paid  by  members  in  a  given  period.  There 
are  no  records  at  the  home  office  through  which  such  information 
can  be  obtained.  It  must  be  received  through  the  collectors’  books 
and  from  members  direct. 

We  therefore  recommend  that  a  thorough  audit  be  made  by  per¬ 
sons  not  connected  with  the  secretary’s  office,  and  the  result 
thereof  be  reported  to  this  department  within  three  months.  We 
also  recommend  that  the  system  be  changed  so  that  a  regular 
cash  book  be  installed  and  all  receipts  be  entered  therein  as  of 
the  date  received ;  that  such  entries  shall  correspond  to  the  dates 
members  are  credited  in  the  membership  register,  and  that  the 
cash  book  shall  show  all  moneys  paid  over  to  the  treasurer  and 
be  balanced  once  each  month. 
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It  is  further  recommended  that  where  members'  are  delin¬ 
quent  in  the  payment  of  their  monthly  dues  beyond  the  time  al¬ 
lowed  by  the  by-laws,  they  shall  actually  forfeit  their  right  to 
benefit,  and  that  the  constitution  and  by-laws  he  amended  so  as 
to  provide  for  such  members’  reinstatement  according  to  some 
standard  method,  to  the  end  that  promptness  in  paying  premiums 
shall  he  preserved  and  no  discrimination  shall  be  shown  among 
themselves. 

Death  Claims 

The  liability  for  death  claims  entered  in  this  report  is  the  dis¬ 
counted  value  of  instalments  due  in  future.  We  recommend 
that  in  cases  where  a  beneficiary  is  paid  in  one  amount,  the  future 
monthly  instalments  he  discounted  at  a  certain  rate  per  cent, 
in  lieu  of  deducting  interest  on  the  total  amount  payable  for  the 
full  period,  as  is  the  association’s  present  custom. 


RATIONAL  ACCIDENT  SOCIETY 
New  York,  N.  Y. 

Examination  as  of  October  31,  1912. 

Report  dated  December  12,  1912. 

Chief  examiner:  John  E.  Diefendorf. 


Ledger  Assets 


.Bonds,  book  value .  $43,272  46 

Stock,  book  value .  6,350  00 

Cash  in  banks .  5,801  89 

Cash  items  in  office .  669  46 

Furniture  and  fixtures .  1,447  00 

Agents’  balances  .  790  97 

-Bills  receivable  .  1,500  00 


Total  ledger  assets 


$59,831  78 


N on-ledger  Assets 


Interest  accrued  on  bonds .  $673  36 

interest  accrued  on  bank  balances .  12  49 


Total  non-ledger  assets 


685  85 


Gross  assets 


$60,517  63 
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Deduct  Assets  not  admitted. 


.Book  value  of  bonds  over  market  value .  $2,212  46 

-Book  value  of  stock  over  market  value .  150  00 

Cash  items  in  office  representing  advances,  dis¬ 
bursements,  etc.,  not  charged  off .  606  57 

Furniture  and  fixtures .  1,447  00 

Agents’  balances  .  790  97 

Bills  receivable  .  1,  500  00 


Total  assets  not  admitted 


$6,707  00 


Total  admitted  assets 


$53,810  63 


Liabilities 

Death  claims,  in  suit .  $3 , 000  00 

Indemnity  claims  in  process  of  adjustment  (es¬ 
timated  on  average  basis) .  1,524  00 

Amount  due  agents .  378  19 

Salaries  and  miscellaneous  bills  accrued .  192  30 

Deserve  under  section  205,  Insurance  Law .  8,  487  00 

Assessments  paid  in  advance .  5,454  76 


Total  liabilities  .  19,036  25 

Excess  of  assets  over  liabilities .  $34,  774  38 


A  statement  of  the  income  and  disbursements  from  J anuary  1, 
1912,  to  October  31,  1912,  inc.,  is  as  follows: 


Balance,  ledger  assets,  December  31,  1911 .  $60,063  72 

Income 

Assessments  and  fees .  $27,441  02 

Interest .  2,203  35 

Total  income  .  29 , 644  37 

Total .  $89,708  09 


Disbursements 


Claims: 

Sicks  benefits  .  $2,  437  62 

Accident  benefits  .  5,  650  39 
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Total  paid  to  members .  $8,088  01 

Management  expenses  .  21,784  96 

.Net  decrease  of  book  value  of  bonds  by  amor¬ 
tization  .  3  34 


Total  disbursements  .  $29,876  31 

Balance,  ledger  assets,  October  31,  1912 .  $59,831  78 


Organization 

This  society  was  first  incorporated  in  the  year  1883  as  a  co¬ 
operative  health  and  accident  insurance  organization.  It  began 
business  in  the  year  1885  and  is  authorized  at  the  present  time 
to  transact  business  in  this  State  under  the  provisions  of  article 
VI  of  the  Insurance  Law.  It  also  transacts  business  in  six  other 
States,  to  wit:  Connecticut,  Indiana,  Illinois,  Missouri,  Penn¬ 
sylvania  and  Vermont. 

The  society  issues  at  the  present  time  three  general  forms  of 
certificates,  designated  “  Preferred,”  “  Excelsior  ”  and  “Riders’  ” 
policies,  the  latter  being  written  in  two  separate  classes. 

The  certificates  now  issued  provide  briefly  as  follows : 

The  “  Preferred  ”  policy  provides  weekly  indemnities  in  the 
event  of  accident  and  sickness  generally,  with  certain  restrictions, 
and  also  certain  specific  benefits.  It  also  provides  for  double  in¬ 
demnities  where  the  insured  is  injured  or  killed  while  actually 
riding  as  a  passenger  in  a  place  regularly  provided  for  the  trans¬ 
portation  of  passengers,  etc- 

The  “  Excelsior  ”  policy  provides  for  similar  benefits  and  in 
addition,  for  the  benefit  of  $100  in  the  event  of  natural  death. 

The  “  Riders’  ”  policy  provides  indemnities  for  injuries  re¬ 
ceived  while  riding  as  a  passenger,  etc.,  and  for  injuries  received 
from  other  causes,  such  as  the  burning  of  a  building,  freezing, 
at  the  hands  of  a  burglar  or  robber,  etc. 

R  e-inc  or p  oration 

On  March  30,  1911,  under  and  pursuant  to  the  provisions  of 
section  217  of  the  Insurance  Law  of  this  State,  the  society  took 
preliminary  steps  to  reincorporate  as  a  stock  casualty  com- 
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pany  with  a  capital  stock  of  $100,000.  The  above  mentioned 
section  of  the  Insurance  Law  provides  as  follows: 

“Any  corporation  incorporated  under  chapter  one  hundred  and  seventy-five 
of  the  laws  of  eighteen  hundred  and  eighty-three  and  transacting  business 
under  this  article  is  hereby  authorized  to  reincorporate  as  a  stock  corporation 
under  its  existing  corporate  name,  upon  compliance  with  the  provisions  of 
article  two  of  this  chapter.  Before  the  superintendent  of  insurance  shall  be 
required  to  file  and  record  a  certificate  of  such  reincorporation,  he  shall  be 
satisfied  that  the  same  has  been  approved  by  a  majority  vote  of  the  members 
of  the  company  present  and  voting  at  a  meeting  of  the  insured  called  to 
consider  the  same,  of  which  meeting  a  written  or  printed  notice  shall  have 
been  mailed  to  each  member  who  shall  have  been  such  for  thirty  days  directed 
to  his  address  appearing  on  the  company’s  books,  at  least  thirty  days  before 
the  day  fixed  for  such  meeting.  Upon  such  reincorporation  said  company 
shall  be  entitled  to  the  assets  and  shall  be  subject  to  the  existing  liabilities 
of  the  present  company,  including  all  contracts,  policies  or  certificates  with 
its  members  and  agreements  between  such  members  and  the  subscribers  to 
any  guaranty  or  reserve  fund  heretofore  made  or  approved  at  an  annual 
meeting  of  the  members  or  which  may  be  ratified  at  the  meeting  called  to 
consider  such  reincorporation.” 

I  am  informed  that  nothing  has  been  done  to  complete  such 
reincorporation  in  the  way  of  securing  any  of  the  required  cash 
capital,  and  that  no  subscriptions  for  the  purchase  of  the  stock 
have  been  received,  although  a  special  agent  has  been  employed 
for  the  purpose  of  disposing  of  said  stock,  either  through  a  syn¬ 
dicate  underwriting,  or  otherwise. 

In  connection  with  the  plan  to  incorporate  the  following  reso¬ 
lution  was  adopted  at  the  annual  meeting  of  the  members  held 
on  February  13,  1912: 

Whereas,  on  or  about  April  20,  1911,  under  and  pursuant  to  the  provisions 
of  section  217,  of  the  Insurance  Laws  of  the  State  of  New  York,  this  associa¬ 
tion  was  duly  reincorporated  as  a  stock  company,  under  the  provisions  of 
article  2  of  said  Insurance  Law;  and 

Whereas,  in  the  declaration  of  such  reincorporation,  and  under  and  pursu¬ 
ant  to  the  statute  in  such  case  made  and  provided,  said  stock  company  is  and 
is  to  be  subject  to  the  existing  liabilities  of  the  present  association,  including 
all  contracts,  policies  or  certificates  with  its  members,  and  to  the  same  extent 
as  though  not  reincorporated  as  a  stock  corporation,  and  is  to  and  shall  take 
over  the  assets  and  property  of  this  association;  and 

Whereas,  it  is  desirable  that  this  association  and  its  members  shall,  in 
consideration  of  the  aforesaid  assumption  of  liability  by  the  stock  company 
and  to  enable  it  to  more  fully  carry  out  the  said  obligations  and  assumptions 
set  forth  in  said  declaration  of  reincorporation,  release  and  discharge  any 
and  all  claims,  except  as  aforesaid,  which  this  association  or  its  members 
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have  or  may  have  against  the  property,  assets  or  surplus  of  this  association 
so  to  be  transferred  to  said  stock  company;  now,  therefore, 

Be  it  Resolved,  That  this  association  and  the  members  thereof,  in  considera¬ 
tion  of  the  said  assumption  of  the  existing  liabilities  of  the  present  association, 
including  all  contracts,  policies,  or  certificates  with  its  members,  and  to  the 
same  extent  as  though  not  incorporated  as  a  stock  corporation,  hereby  expressly 
waive  and  release  to  the  said  National  Accident  Society,  as  so  reincorporated 
as  a  stock  company  under  article  2  of  said  Insurance  Law,  of  and  from  any 
and  all  liability,  claim,  demand,  right,  title  or  interest  in  and  to  the  prop¬ 
erty,  assets,  surplus  or  emergency  fund  of  the  present  association,  and  hereby 
sell,  assign  and  transfer,  the  same  and  all  and  every  thereof  to  said  National 
Accident  Society,  as  so  reincorporated  as  a  stock  company,  as  and  when  it 
shall  have  been  duly  authorized  to  transact  the  business  of  insurance  as  pro¬ 
vided  by  statute;  it  being  the  intent  and  meaning  of  this  resolution  to  fully 
divest  the  present  association,  and  any  and  all  members  thereof,  of  and  from 
any  ownership  in  the  property,  assets,  surplus  or  emergency  fund  of  the 
present  association  in  favor  of  the  reincorporated  stock  company,  and  its 
stockholders,  and  to  fully  vest  said  property,  assets,  and  surplus  and  emer¬ 
gency  fund  in  said  stock  company  and  its  stockholders,  subject  only  to  the 
payment  of  any  and  all  claims  or  demands  which  may  be  or  become  due  under 
said  assumption  of  liabilities  above  referred  to. 


The  notice  sent  to  members  of  the  annual  meeting  which 
adopted  the  said  resolution  reads  as  follows: 

“  The  annual  meeting  of  the  members  of  the  National  Accident  Society  of 
New  York  will  be  held  at  their  office,  120  Broadway,  New  York  city,  on 
Tuesday,  February  13,  1912,  at  2  o’clock,  p.  m.,  for  the  purpose  of  electing 
three  directors  of  the  society  in  place  of  those  whose  terms  will  expire,  and 
for  the  transaction  of  such  other  business  as  will  legally  come  before  the 
meeting. 

(Signed)  Joseph  I.  Barnum,  Secretary.” 

It  appears  that  the  members  actually  present  at  this  meeting 
numbered  five,  and  these  were  officers  and  directors.  The  proxies 
of  366  members  were  voted,  however.  The  question  naturally 
arising  is  whether  the  rights  of  the  members  in  the  surplus  of 
this  mutual  society,  paid  in  hv  them  for  the  purpose  of  protect¬ 
ing  their  certificate  contracts,  can  he  legally  divested  by  merely 
the  passing  of  a  resolution  at  an  annual  meeting.  Section  217 
of  the  Insurance  Law,  above  quoted,  provides  precisely  that 
u  upon  such  reincorporation  said  company  shall  he  entitled  to  the 
assets  and  shall  he  subject  to  the  existing  liabilities  of  the 
present  company,  including  all  contracts,  policies  or  certificates 
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with  its  members  and  agreements  between  such  members  and  the 
subscribers  to  any  guaranty  or  reserve  fund  heretofore  made  or 
approved  at  an  annual  meeting  of  the  members  or  which  may  be 
ratified  at  the  meeting  called  to  consider  such  reincorporation. ” 
Hence,  in  order  to  determine  what  the  exact  liabilities  of  the 
mutual  society  are,  it  would  seem  that,  upon  completion  of  the 
reorganization  upon  the  stock  basis,  a  conference  should  be  had 
between  representatives  of  the  company  and  the  Insurance  De¬ 
partment  to  the  end  that  a  plan  be  devised  whereby  substantial 
equity  may  be  given  to  all  persons  interested,  and  this  course  is 
hereby  respectfully  recommendd. 

Policy  Fees 

The  society  charges  its  members  a  policy  fee  upon  joining 
which  the  agent  is  allowed  to  collect  with  the  application  and 
retain  as  part  of  his  commission.  Ho  report  is  made  by  the 
agent  to  the  society  on  this  account,  hence  the  amount  of  such  fees 
collected  by  the  former  does  not  appear  on  the  society’s  books, 
but  is  reported,  however,  in  the  annual  statement.  The  amount 
collected  on  this  account  for  the  period  of  this  examination 
amounted  to  the  sum  of  $2,438,  calculated  upon  the  number  of 
certificates  written  during  such  period.  This  amount  has  been 
added  to  both  income  and  disbursements  in  the  financial 
statement. 

Expense  Revenue 

Relative  to  the  expense  revenue  of  the  society  the  by-laws  pro¬ 
vide  as  follows : 

“  Such  portion  of  the  assessments  as  the  Board  of  Directors  may  deem  neces¬ 
sary  shall  be  set  aside  and  shall  he  devoted  to  the  payment  of  losses  and  the 
expenses  of  their  adjustment  and  resisting  the  payment  of  improper  or  fraudu¬ 
lent  claims,  and  the  balance  of  such  assessments  shall  be  devoted  to  the 
payment  of  the  general  expenses  of  the  society.” 

Under  a  resolution  passed  by  the  board  of  directors,  two-thirds 
of  the  assessments  may  now  be  used  in  payment  of  the  general 
expenses  of  the  society.  This  does  not  include  policy  fees,  the 
whole  of  which  is  retained  by  agents  as  part  of  their  commission. 
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The  ratio  of  expense  of  management  to  income  from  members 
for  the  last  three  calender  years,  and  ten  months  of  1912,  is  given 
in  the  following  table: 


Expense 
of  management 
including 
claim  adjust- 

income  ments  etc.  Percentage 

1909  .  $43,687  87  $34,399  48  78.74 

1910  .  43,494  28  35,572  00  81.78 

1911  . 35,023  50  29,681  54  84.74 

1912  (10  months) .  27,441  02  21,784  96  79.39 


The  percentage  of  expenses  shown  in  the  above  table  exceeds 
the  two-thirds  rule,  by  reason  of  the  fact  that  such  expenses,  as 
indicated,  include  the  expense  of  adjustment  and  of  resisting 
improper  claims.  However,  it  is  obvious  that  less  than  one-third 
of  the  income  from  members  is  being  set  aside  for  the  payment 
of  actual  benefits.  A  reform  in  this  matter  is  recommended  as 
being  absolutely  necessary  for  the  future  well  being  of  the  society. 

Salaries 

The  salaries  being  paid  at  the  present  time  are  as  follows: 


A.  A.  Wallace,  Secretary  and  General  Manager .  $85  weekly 

A.  A.  Wallace,  General  Claim  Adjuster .  80  monthly 

J.  I.  Stewart,  Treasurer .  30  weekly 


Directors  receive  $25  per  meeting,  divided  equally  among  those 
present  at  regular  monthly  board  meetings. 

Settlement  of  Claims 

An  examination  was  made  of  the  manner  in  which  the  society 
settles  with  its  claimants*  This  was  made  a  matter  of  special 
investigation  by  this  Department,  together  with  similar  examina¬ 
tions  of  other  societies  and  companies  in  the  year  1911.  Since 
then  the  management  of  this  society  charged  with  the  adjust¬ 
ment  of  claims  has  been  changed,  and  it  is  the  opinion  of  your 
examiner  that  improvement  has  been  made  generally  in  such 
matters.  This  should  be  carefully  watched,  to  the  end  that  only 
claims  that  are  clearly  fraudulent  or  do  not  come  within  the  pro¬ 
visions  of  the  contract,  not  technically  construed,  should  be 
resisted. 
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Reserve 

The  reserve  liability  entered  in  the  statement  of  this  report  is 
$8,487.  This  amount  includes  $8,000  to  provide  for  casualty 
policies,  as  required  by  section  205  of  the  Reinsurance  Law 
where  the  maximum  policy  issued  exceeds  $5,000,  and  $487, 
being  the  amount  of  one  assessment  on  policies  carrying  a  natural 
death  benefit. 

Certificates  in  Force 

The  total  number  of  certificates  in  force  October  31,  1912  was 
3,312. 


THE  PROTECTIVE  LIFE  ASSURANCE  SOCIETY 

Buffalo,  N.  Y. 

Report  dated  November  12,  1912. 

Condition  September  30,  1912. 

Examiner:  Leon  S.  Senior. 

Assistant  Examiner :  W.  II.  Derrick. 

The  following  financial  statement  shows  the  income  and  dis¬ 
bursements  of  the  society  for  the  period  of  nine  months  from 
January  1,  1912,  to  September  30,  1912,  and  the  assets  and 
liabilities  on  the  last  mentioned  date. 

Financial  Statement 

Income 


Assessments  and  fees .  $49,130  65 

Interest .  268  22 


Total  income  .  $49,  398  87 

Ledger  assets  December  31,  1911 .  31,428  12 

- $80,826  99 

Disbursements 

Death  and  disability  claims .  $18,836  25 

Dividends  to  members .  13,487  74 


Total  paid  to  members .  $32,323  99 

Expenses  of  management .  33,386  23 


Total  disbursements 


$15,116  77 


Balance 
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Ledger  Assets 


Cash  in  office  and  banks .  $10,274  30 

Agents’  balances  .  4,  842  47 


Total  ledger  assets .  $15,  116  77 

'Non-Ledger  Assets 

Accrued  interest  on  bank  balances .  45  32 

Total  gross  assets .  $15,  162  09 

Deduct  Assets  Not  Admitted 

Agents’  balances  .  4,  842  47 

Total  admitted  assets .  $10,319  62 


Liabilities 

(A)  Actual: 

Unpaid  claims  .  $3,  505  42 

Advance  assessments  .  3,  820  05 

Dividends  accrued  on  matured  certificates  issued 

during  the  second  half  year  of  1907 .  5,849  96 

Reserve  or  emergency  fund .  8,402  00 

Bills  and  accounts  due  and  accrued .  1,  185  91 

( B )  Contingent : 

Dividends  accrued  on  matured  certificates  issued 

during  the  first  half  year  of  1907 .  12,998  13 


Total  liabilities 


$35,761  47 


Agents’  Balances 

Included  in  agents’  balances  appears  the  sum  of  $4,210.10  due 
from  C.  H.  Clemens,  the  secretary  of  the  society,  on  account  of 
premiums  collected  by  him  prior  to  his  obtaining  control  of  the 
society’s  affairs.  A  counterclaim  against  such  indebtedness  was 
presented  by  him  in  1910  for  expenses  incurred  dating  back  to 
1905  and  amounting  to  $6,159.76. 

The  account  is  still  in  the  same  disputed  and  unsettled  condi¬ 
tion  as  found  and  reported  in  reports  on  previous  examinations- 
The  remainder  of  agents’  balances  amounting  to  $632.37  repre¬ 
sents  advances  to  various  agents  on  account  of  future  commissions. 
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Expenses  of  Management 

The  following  table  shows  the  premiums  received  and  the  ex¬ 
penses  of  management  for  a  period  of  four  years  and  nine  months 
from  January  1,  1907,  to  September  30,  1912: 


Total  Total 

Premiums  Expenses  Ratio 

1907  .  $28,659  38  $9,268  56  32% 

1908  .  41,449  62  19,571  62  48% 

1909  .  42,820  68  24, 713  83  58% 

1910  .  51,926  90  34,090  42  65% 

1911  .  64,792  18  47,225  85  73% 

1912  .  49,128  90  33,386  23  68% 


Totals .  $278,  777  66  $168,  256  51  60% 


Ratio  of  Losses  to  Premiums 

The  following  table  shows  the  ratio  of  losses  paid  to  premiums 
received  during  the  years  1911  and  1912: 


1911 

Premiums 

Losses 

Ratio 

Dividend  policies  . 

.  $33,869  52 

$6,287  20 

19% 

Non-dividend  policies  . 

.  30,922  66 

13,  929  22 

45% 

Total . 

.  $64,792  18 

$20,216  42 

31% 

1912 

Dividend  policies  . 

.  $4,  703  00 

$1,243  27 

26% 

Non-dividend  policies  . 

.  44,  425  90 

17,592  98 

39% 

Total . 

.  $49, 128  90 

$18,836  25 

38% 

Insurance  in  Force 


The  following  table  shows  the  number  of  policies,  separately 
according  to  forms,  and  the  amount  of  insurance  in  force  at  date 
of  this  examination.  The  amount  of  insurance  given  represents 
the  principal  amount  payable  in  the  event  of  death. 


Kind  of  policy 
Casualty  .  .  .  . 

Limited . 

Dividend  .  .  .  . 
Burial . 


Number 

Amount 

Insured 

5,  426 

$2,  344,  400 

393 

1,  179,  000 

104 

35,900 

402 

40,  200 

6,  325 

$3,599,  500 

Total 
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Casualty  Certificates: 

The  casualty  and  limited  forms  provide  indemnity  for  dis¬ 
ability  due  to  accident  and  illness  and  for  loss  due  to  accidental 
death. 

Burial  Certificates: 

The  burial  certificate  provides  a  funeral  benefit  of  $100,  pay¬ 
able  in  the  event  of  natural  death. 

Dividend  Certificates: 

From  1905  to  1910,  both  years  inclusive,  the  society  issued  to 
its  members  a  certificate  providing  for  the  payment  of  a  deferred 
dividend  at  the  end  of  five  years  from  the  date  of  the  certificate 
payable  from  the  a  surplus  accumulation  fund/’  pro  rata  share 
and  share  alike,  based  upon  the  amount  which  each  of  the  mem¬ 
bers  in  the  dividend  class  shall  have  paid  in  monthly  assessments 
to  the  society  during  the  five  year  period.  The  certificates  con¬ 
taining  this  provision  are  divided  into  the  following  four  classes : 

Class  Xo.  1,  dividend  not  to  exceed  $125. 

Class  Xo.  2,  dividend  not  to  exceed  $250. 

Class  Xo.  3,  dividend  not  to  exceed  $375. 

Class  Xo.  4,  dividend  not  to  exceed  $500. 

Apportionment  of  Dividends 

The  dividends  apportioned  to  members  who  entered  during 
1905  and  1906  are  shown  in  previous  reports  on  examination  of 
this  society. 

In  1912,  the  society  apportioned  the  following  dividends  to 
members  who  entered  during  the  first  semi-annual  period  of  1907 
and  whose  certificates  matured  during  the  first  semi-annual  period 


of  1912: 

Members  Class  Dividend  Total 

56 .  1  $7  26  $406  56 

178 .  2  12  90  2, 296  20 

2 .  3  27  27  54  54 

44 .  4  26  31  1,  157  64 


Total  dividend .  $3,  914  94 


A  verification  of  the  dividend  account  for  the  above  period 
shows  the  society’s  computation  to  be  wrong  in  principle  and 
erroneous  in  many  details. 
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The  principal  and  fundamental  error  is  to  be  found  in  the  ex¬ 
pense  ratio  of  91.9  per  cent,  charged  to  the  members  in  this  class. 
The  actual  average  expense  ratio  for  the  period  of  five  years  pre¬ 
ceding  the  maturity  of  these  certificates  as  shown  herein  is  equal 
to  60  per  cent,  of  the  premiums  received.  During  the  years  1911 
and  1912  the  society  did  not  write  any  dividend  certificates  and 
a  considerable  portion  of  the  expenses  in  those  two  years  was 
applied  in  the  acquisition  of  new  business  on  the  non-dividend 
plan.  It  is  manifestly  unfair  to  charge  such  expenses  —  esti¬ 
mated  by  the  examiners  at  20  per  cent,  of  the  premium  income  — 
to  the  dividend  policyholders. 

Eliminating  the  cost  of  new  business  from  the  expense  of  man¬ 
agement,  the  average  expense  ratio  obtained  is  equal  to  52  per 
cent,  of  the  premium  income.  Even  this  ratio  is  abnormally  high, 
when  applied  to  a  liquidating  business,  the  position  in  which  the 
dividend  policyholders  found  themselves  during  the  years  1911 
and  1912. 

The  following  shows  the  dividend  account  as  computed  by  the 
examiners  for  certificates  issued  to  members  during  the  year  1907 : 


Dividend  Account  —  First  Half  Year  1907 

Income 

Premiums  on  policies  in  force . ' .  $34,895  75 

Premiums  on  terminated  policies .  6,712  50 

Interest  earned  .  837  05 

Claims  and  interest  on  policies  in  force .  2,979  10 

-  $45, 424  40 


Disbursements 


Claims  paid  on  policies  in  force .  $2,919  10 

Claims  paid  on  terminated  policies .  1,763  98 

Expenses  (52%  of  premium  receipts) .  21,636  29 

Loans  and  interest  in  excess  of  dividends .  95  23 


26,  414  60 


Balance . 

Deduct: 

Loans  on  policies  in  force 
Paid  on  account . 


$19,009  80 


$2,979  10 
3,032  57 

-  6,011  67 


$12,998  13 


Net  balance  due 
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Apportionment  of  dividends  on  policies  issued  during  the  first 
half  of  year  1907  on  the  basis  of  above  computation. 


Total 


Class 

Policies 

Units 

Dividend 

Dividend 

1 . 

56 

56 

$32  22 

$1,804  32 

2 . 

178 

356 

64  44 

11,470  32 

3 . 

2 

6 

96  66 

193  32 

4 . 

43 

172 

128  88 

5,541  84 

Totals . 

279 

590 

$19,009  80 

Dividend  Account- 

—  Second 

Half 

Year  1907 

Income 

Premiums  on  policies  in  force .  $10,  502  00 

Premiums  on  terminated  policies .  9,  428  00 

Interest  earned  .  390  62 

Claims  and  interest  on  policies  in  force .  502  86 

-  $20,823  48 

Disbursements 

Claims  paid  on  policies  in  force .  $492  86 

Claims  paid  on  terminated  policies .  3,606  49 

Expenses  (52%  of  premium  receipts) .  10,  363  60 

Loans  and  interest  in  excess  of  dividend .  7  71 

-  14,470  66 


Balance .  $6,  352  82 

Deduct : 

Loans  and  interest  on  policies  in  force .  502  86 


Net  balance  due .  $5,849  96 


Apportionment  of  dividends  on  policies  issued  during  the 
second  half  year  1907  on  basis  of  above  computation: 


Class 

Policies 

Units 

Dividend 

Total 

Dividend 

1 . 

.  26 

26 

$35  69 

$927  94 

2 

.  49 

98 

71  38 

3,497  62 

3 . 

.  2 

6 

107  07 

214  14 

4 . 

.  12 

48 

142  76 

1,713  12 

Total . 

.  89 

178 

$6,  352  82 

The  net  amount  of  the  dividends  due  to  members  who  entered 
during  the  second  half  year  of  1907  has  been  charged  as  an 
actual  liability. 
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As  to  the  unpaid  balance  due  to  members  who  entered  during 
the  first  half  year  of  1907,  such  balance,  amounting  to  $12,998.13, 
has  been  treated  as  a  contingent  liability,  this  for  the  reason  that 
practically  all  such  members  have  accepted  the  payments  and 
surrendered  their  certificates.  It  is  possible,  however,  that  such 
policyholders  may  in  an  action  at  law  or  equity  maintain  a  suc¬ 
cessful  recovery  for  the  balance  due  them  as  shown  herein.  Coun¬ 
sel  for  the  society,  at  the  bearing  on  this  report,  asserted  that 
this  was  a  question  of  law  for  the  courts  to  determine ;  and  that 
pending  such  determination,  the  liability  should  not  be  treated 
as  an  absolute  obligation. 

Transfer  of  Dividend  Members 

During  the  years  1911  and  1912  the  society  has  transferred 
358  members  from  the  dividend  to  the  non-dividend  class.  In 
effecting  such  transfers,  each  member  was  allowed  one  month’s 
free  insurance  on  the  non-dividend  policy  for  six  monthly  pre¬ 
miums  paid  by  him  on  acount  of  the  dividend  policy.  The 
aggregate  amount  of  insurance  thus  allowed  to  the  358  members 
is  equal  to  $2,834.70  in  premiums  payable  on  the  non-dividend 
policies,  and  the  total  commissions  allowed  to  agents  for  effect¬ 
ing  such  transfers  amount  to  $660.  The  assured  who  accepted 
the  non-dividend  certificates  have  surrendered  their  policies  and 
assigned  their  rights  therein  to  the  society. 

Surplus  Accumulations 

At  the  close  of  1910,  this  society  in  its  annual  statement  to 
this  Department  showed  a  surplus  of  $48,779. 

In  the  early  part  of  1911  an  examination  was  made  of  this 
society’s  condition  and  affairs.  Among  other  things  the  report 
of  such  examination  directed  attention  to  the  surplus  accumu¬ 
lations  in  the  following  words : 

“  The  above  fund  available  for  tlie  payment  of  dividends  to  members,  whoso 
certificates  will  mature  during  the  next  four  years,  amounts  to  $43,427.07.  As 
the  society  has  discontinued  the  writing  of  dividend  policies,  it  now  becomes 
important  to  set  aside  the  above  fund  as  a  reserve  for  future  dividends,  and 
to  discourage  any  attempt  to  encroach  upon  this  fund,  which  represents  the 
net  profits  accumulated  from  the  contributions  of  the  dividend  class. 

“  In  order  to  protect  the  rights  of  the  dividend  policyholders  and  their 
equities  in  the  surplus  accumulations,  it  is  recommended  that  a  separate 
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account  be  created  on  the  books  of  the  society,  to  be  entitled  ‘  Surplus 
Accumulation  Fund’;  that  all  income  from  the  participating  policies  and  the 
interest  earnings  thereon  be  credited  to  such  account;  that  all  disbursements 
for  claims,  dividends  and  proportionate  expenses  of  administration  be  charged 
to  such  account,  keeping  it  distinct  and  separate  from  the  non-participating 
business  which  the  society  intends  to  transact  hereafter.” 

This  recommendation  was  ignored.  During  1911,  the  expenses 
of  management  rose  to  73  per  cent,  and  the  loss  ratio  on  non- 
dividend  contracts  to  45  per  cent,  of  the  total  premiums.  During 
1912  the  expenses  of  management  were  equal  to  68  per  cent,  and 
the  loss  ratio  on  non-dividend  contracts  to  39  per  cent,  of  the 
total  premiums.  To  cover  the  deficiency  between  receipts  and 
disbursements  the  management  used  the  funds  representing  the 
accumulations  of  the  dividend  policyholders  and  which  should 
have  been  held  in  trust  for  their  benefit,  and  diverted  such  funds 
from  the  original  purpose  contemplated  by  the  dividend  contract. 

Management 

The  history,  organization,  form  of  government  and  character 
of  management  are  set  forth  at  length  in  former  reports  on 
examinations  of  this  society.  It  is  intended,  therefore,  to  refer 
here  only  briefly  to  the  principal  events  in  connection  with  the 
society’s  management. 

From  1886,  the  year  of  its  incorporation,  until  1902,  the 
society’s  affairs  showed  hut  little  progress-  It  was  then  issuing 
certificates  payable  in  the  event  of  death  through  either  natural  or 
accidental  causes  and  found  it  difficult  to  confine  its  expenditures 
to  the  35  per  cent,  limitation  provided  by  law.  In  1902  Dr. 
Wallace  L.  Baker  acquired  control  of  the  society  at  a  cost  of 
$18,500-  In  1905  the  society  commenced  to  issue  deferred  divi¬ 
dend  certificates  and  in  1907  revised  its  policies  and  decided  to 
transact  business  on  the  casualty  plan  exclusively.  In  1909  Dr. 
Wallace  L.  Baker  sold  his  control  to  Mr.  C.  H.  Clemens,  the 
present  secretary,  for  the  sum  of  $20,000.  To  raise  the  purchase 
price,  the  secretary  secured  a  personal  loan  of  $20,000  from  the 
Marine  National  Bank  of  Buffalo.  The  salaries  of  the  officers 
were  thereupon  increased  and  the  increase  applied  for  the  re¬ 
demption  of  the  personal  loan  of  Mr.  Clemens.  In  November, 
1911,  this  Department,  after  an  examination,  called  attention  to 
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the  high  expense  ratio  and  the  disproportionate  salaries  of  officers. 

Such  salaries  were  thereupon  reduced  to  the  following  basis: 

W.  C.  Moore,  President .  $480  00  per  annum 

M.  E.  Patten,  Vice-President .  3,600  00  per  annum 

C.  H.  Clemens,  Secretary .  3,  600  00  per  annum 

F.  W.  Johnson,  Treasurer .  900  00  per  annum 

W.  H.  Clemens,  Asst.  Secretary .  1,500  00  per  annum 

R.  M.  Clemens,  Asst.  Treasurer .  1,500  00  per  annum 

At  date  of  this  examination  the  secretary  was  indebted  to  the 
society  for  advances  on  account  of  salary  for  the  months  of  Oc¬ 
tober  and  November.  In  addition  to  such  indebtedness  the  exam¬ 
iners  found  in  the  cash  drawer  as  part  of  the  office  cash,  his  per¬ 
sonal  check  for  the  sum  of  $224.82,  dated  September  30,  1912, 
and  withheld  from  the  bank  deposits  in  accordance  with  his  in¬ 
structions  to  the  office  cashier. 


Summary 

The  principal  facts  established  in  the  course  of  this  examina¬ 
tion  may  be  summarized  as  follows: 

First  —  Financial  Condition: 

The  financial  statement  appearing  herein  shows  a  state  of  in¬ 
solvency,  the  actual  liabilities  exceeding  the  assets  by  the  sum 
of  $12,443.72. 

Second  —  Dividend  Fund: 

The  dividends  due  to  members  admitted  in  1907  amount  to 
$18,848.09.  This  fund  which  should  have  been  treated  and  held 
as  a  trust  fund  for  the  dividend  members  has  been  diverted  from 
its  original  purposes  and  exhausted  in  expenses,  salaries  and  the 
acquisition  of  new  business. 

Third  —  Manag'eme?it : 

Although  this  corporation  is  regarded  in  law  as  a  mutual 
organization  the  officers,  both  present  and  past,  directing  its 
affairs,  have  treated  it  as  a  private  enterprise,  purchasing  and 
selling  its  control  for  a  money  consideration.  1  he  present  finan¬ 
cial  condition  of  the  society  is  due  to  the  lack  of  care  and 
economy  in  the  administration  of  its  funds,  and  to  the  irrespon¬ 
sible  character  of  its  management. 
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Fourth  —  Treatment  of  Claimants : 

In  their  dealings  with  loss  claimants,  the  officers  have  not  car¬ 
ried  out  the  provisions  of  the  contract  in  a  spirit  of  justice  and 
equity,  but  have  assumed  an  unreasonable  and  technical  attitude 
intended  in  the  main  to  limit  and  restrict  the  benefits  of  the 
promised  insurance  to  such  an  amount,  for  which  a  plausible 
justification  can  be  found  in  the  numerous  provisions  of  the 
policy. 

At  the  hearing  on  this  report,  counsel  for  the  society  advised 
this  Department  that  steps  have  been  taken  to  secure  the  resigna¬ 
tions  of  the  principal  officers  responsible  for  the  existing  abuses, 
and  that  through  measures  of  economy  which  will  become  effective 
on  January  1,  1913,  the  expenses  of  management  will  be 
materially  reduced. 

Supplemental  examination. 

Report  dated  February  19,  1913. 

Condition  February  7,  1913. 

Examiners :  Leon  S.  Senior,  IF.  A.  Billingham. 

The  following  financial  statement  shows  the  income  and  dis¬ 
bursements  of  the  society  for  the  period  from  October  1,  1912,  to 
February  7,  1913,  inclusive,  and  also  the  assets  and  liabilities  on 
the  last  mentioned  date. 

Financial  Statement 
Income 


Assessments  and  fees .  $27,004  51 

Miscellaneous .  22  50 

Interest .  80  52 


Total  income  .  $27,  165  55 

Total  ledger  assets  September  30,  1912 .  15,116  77 


Total .  $42,  282  32 


Disbursements 


Death  and  disability  claims .  $8,730  78 

Dividends  paid  to  members .  466  44 


Total  paid  to  members .  9,197  22 

Management  expenses  .  17,762  47 


Total  disbursements 


26,959  69 


$15,322  63 


Balance 
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Ledger  Assets 

Cash  in  office  and  banks .  $10,423  46 

Agents’  balances  .  4, 899  17 

Total  ledger  assets .  $15,322  63 

N on-ledger  assets 

Agents’  balance  prior  to  1912  not  treated  as  ledger  assets....  961  38 

Accrued  interest  on  bank  balance .  10  00 

Total  assets  .  $16, 294  01 

Deduct  Assets  Not  Admitted 

Agents’  balances  .  5,  860  55 

Total  admitted  assets .  $10,433  46 


Liabilities 


(A)  Actual: 

Unpaid  claims  .  $7,528  00 

Advance  assessments  .  2,057  43 

Bills  due  and  accrued .  464  87 


Dividends  accrued  on  matured 
certificates  issued  during  sec¬ 
ond  half  of  year  1907,  per  ex¬ 
aminer’s  report  of  Sept.  30, 

1912  .  $5,849  96 

Less  dividends  paid  between 

Sept.  30,  1912,  and  Feb.  8, 

1913  .  466  44 

-  5,383  52 

Reserve  or  emergency  fund .  8,520  00 

( B )  Contingent : 

Dividends  accrued  on  matured  certificates  is¬ 
sued  during  first  half  of  1907,  per  examiners 


report  of  Sept.  30,  1912 .  12,  998  13 

Total  liabilities  .  36,951  95 

Excess  of  liabilities  over  admitted  assets .  $26,518  49 


Cash  Account 

The  difference  between  the  balance  shown  as  per  the  society’s 
cash  hook  and  the  actual  amount  of  cash  on  deposit  and  in  the 
office  was  found  to  be  $4,060.10.  From  an  examination  of  the 
items  making  up  such  difference  it  appears  that  the  society  was 
carrying  as  a  part  of  its  cash  account  a  sum  claimed  to  he  due 
from  C.  H.  Clemens,  former  secretary  of  the  society,  amounting 
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to  $4,210.10.  The  basis  for  such  claim  lias  been  explained  in 
detail  in  reports  of  previous  examinations.  The  remaining  differ¬ 
ence  of  $150  is  accounted  for  by  a  bookkeeping  error  which  was 
corrected  at  the  time  of  the  examination. 

At  the  time  of  writing  this  report,  the  Superintendent  of  Insur¬ 
ance  pursuant  to  an  order  of  the  Supreme  Court  has  been  placed 
in  possession  of  the  society’s  affairs  with  power  to  liquidate,  and 
it  will  therefore  be  necessary  in  the  near  future  to  determine  the 
equities  of  the  members  in  the  dividend  classes  whose  certificates 
were  issued  subsequent  to  the  year  1907. 


THE  SWEDISH  MUTUAL  AID  SOCIETY  “  SCAYDIA” 

IN  YEW  YORK 

Yew  York,  Y.  Y. 

Examination  on  condition  as  of  July  12,  1912. 

Report  dated  August  24,  1912. 

Examiners:  C.  J.  Norton  and  J.  F.  Tucker. 

For  reasons  hereinafter  set  forth,  this  examination  was  made  so 
as  to  show  the  condition  of  the  association  as  of  July  12,  1912, 
instead  of  at  the  close  of  the  previous  month. 

The  following  is  a  statement  of  income  and  disbursements  from 
January  1  to  July  12,  1912,  inclusive,  and  the  assets  and  liabilities 
on  the  latter  date: 

Ledger  assets  December  31,  1911 .  $53,237  98 

Income 

Dues,  assessments  and  fees .  $12,884  91 

Interest .  956  15 


Total  income 


13,841  06 


Total 


$67,079  04 


Disbursements 

Death  claims  .  $7,000  00 

Management  expenses  . . .  1.653  73 

Total  disbursements  .  8,  653  73 


$5S. 425  31 


Balance  (ledger  assets  July  12,  1912) 
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Ledger  Assets 

Mortgage  loans  on  real  estate . 

Cash  in  banks . 

Checks  in  office . 


Total .  $58,425  31 

Non-ledger  Assets 

Interest  accrued  on  mortgages  and  bank  deposits .  341  65 


Gross  assets  .  $58,766  96 


$23,  800  00 
32,694  13 
1,931  18 


Liabilities 

Death  claims  in  process  of  adjustment .  $2,500  00 

Death  claims,  doubtful .  250  00 

Deserve  liability,  as  per  section  205  of  Insur¬ 
ance  Law  .  5,647  25 

Surplus  over  all  liabilities .  50,369  71 


Total 


$58,766  96 


Surplus  to  protect  certificates  of  members 


$56,016  96 


Assets 

Mortgage  Loans:  Of  the  mortuary  reserve  fund,  $23,800  is 
invested  in  first  mortgages  on  real  estate.  The  mortgage  papers 
were  examined  and  found  in  order.  The  titles  to  the  property 
mortgaged  are  insured  in  regular  title  insurance  companies. 

Checks  in  Office:  This  item,  amounting  to  $1,931.18,  was  com¬ 
posed  of  two  checks,  one  for  $1,000,  having  been  given  by  a  savings 
bank  just  prior  to  the  date  of  this  examination  and  deposited  in 
another  hank  some  days  later;  the  other  for  $931.18,  being  a  check 
given  by  the  retiring  secretary  to  balance  his  account,  as  shown  by 
the  books  on  July  12tli.  The  regular  receipts  are  deposited  fre¬ 
quently  and  it  is  not  the  practice  of  the  society  to  carry  large 
sums  of  money  in  the  office. 

Benefits 

At  the  present  time,  certificates  are  not  issued  for  over  $1,000, 
but  a  few  for  $2,000  each  were  issued  prior  to  1903  and  are  still 
in  force.  If  death  occur  within  six  months  of  the  date  of  the 
policy,  the  beneficiary  is  entitled  to  hut  one-fourth  of  the  sum 
insured;  between  six  months  and  one  year,  one-half  the  sum,  hut 
after  one  year  the  total  benefit  is  payable.  In  the  event  of  perma- 
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nent  total  disability  by  accident,  a  member  who  has  been  in  good 
standing  for  at  least  five  years  is  entitled  to  receive  one-fourth,  and 
after  ten  years  one-half,  the  face  of  his  policy,  upon  the  presenta¬ 
tion  of  proof  satisfactory  to  the  board  of  directors  “  provided, 
that  such  disability  is  not  wholly  or  partly  caused  by  or  the  result 
of  negligence,  fault  or  improper  conduct  or  habits  of  said  member.  ” 

A  member  receiving  partial  payment  on  account  of  disability 
may  pay  full  assessments  until  death,  in  which  event  the  bene¬ 
ficiary  is  entitled  to  the  balance  of  the  face  of  the  policy. 

Proof  of  death  must  be  presented  within  one  year,  and  of 
disability  within  six  months. 

Secretary’s  Defalcation 

Prior  to  this  examination,  the  secretary  of  this  society  deposited 
all  the  receipts  from  members  in  his  personal  account  instead  of 
in  the  name  of  the  society.  Erom  time  to  time,  usually  when  the 
balance  reached  $1,000  or  more,  he  made  transfers  to  the  treasurer, 
whose  duty  is  to  deposit  the  money  in  the  society’s  bank  accounts. 
The  amount  and  time  of  such  transfers  seem  to  have  been  left 
entirely  to  the  discretion  of  the  secretary. 

On  the  first  day  of  the  examination,  entries  were  found  which 
led  to  the  suspicion  that  the  secretary  had  been  falsifying  his  books 
and  on  the  second  day  the  evidence  had  accumulated  to  such  an 
extent  that  his  attention  was  called  to  the  matter.  He  admitted 
that  for  some  time  he  had  been  taking  cash  of  the  society  for  his 
personal  use,  and  had  succeeded  in  covering  such  transactions  by 
means  of  false  entries. 

The  officers  of  the  society  were  notified  of  this  condition,  a  meet¬ 
ing  of  the  directors  was  called,  the  secretary’s  resignation  wTas  re¬ 
ceived  and  another  secretary  was  elected.  The  books  of  the  retiring 
secretary  as  kept  by  him,  disregarding  the  false  entries,  showed  that 
on  July  12,  1912,  he  had  in  his  possession  $931.18  belonging  to  the 
society.  This  amount  he  immediately  turned  over  in  full.  The 
cash  balances  were  brought  down  to  date,  to  wit,  July  12,  1912, 
and  this  examination  was  made  as  of  this  date,  in  order  to 
correspond  with  the  date  of  the  change  of  secretaries. 

Owing  to  this  defalcation,  we  were  obliged  to  make  a  complete 
audit  of  the  secretary’s  books  for  a  period  covering  more  than 
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three  and  one-half  years.  The  total  defalcation  covered  by  such 
audit  amounts  to  $3,144.32. 

The  secretary  is  under  bond  issued  by  the  American  Surety 
Company  to  the  amount  of  $5,000,  and  it  is  probable,  therefore 
that  the  entire  shortage  will  be  recovered  by  the  society. 

The  exact  period  covered  by  the  audit  of  the  secretary’s  accounts 
was  from  November  1,  1908,  to  July  12,  1912,  with  certain  test 
checks  of  entries  made  prior  to  November  1,  1908,  which  resulted 
in  our  finding  few  discrepancies  of  importance  prior  to  Decem¬ 
ber  15,  1908.  Some  errors  in  addition  were  found  in  August, 
1907,  but  whether  intentionally  made  or  not  is  uncertain.  VvTe  are 
not  convinced  and  do  not  presume  to  say  that  the  defalcations  do 
not  extend  further  back  than  December,  1908,  and  therefore 
recommend  that  •  the  society  have  a  complete  audit  made  from 
November  1,  1908,  back  to  the  time  that  the  defaulting  secretary 
took  office,  such  audit  to  be  made  before  the  surety  company  is 
finally  released. 

An  audit  has  been  made  each  year  by  the  society’s  auditing  com¬ 
mittee,  but  the  value  of  such  audit  may  be  appreciated  when  it  is 
stated  that  false  entries  were  being  constantly  made  and  the  com¬ 
mittee  discovered  nothing. 

The  directors  should  not  have  allowed  the  secretary  to  deposit 
the  funds  of  the  society  in  his  personal  account,  although  this  fact 
had  nothing  to  do  with  the  methods  employed  by  the  secretary  in 
his  criminal  operations.  However,  we  understand  that  the  newly 
elected  secretary  will  deposit  all  funds  to  the  order  of  the  society 
and  not  in  any  event  to  his  own  account. 

Treasurer  s  Account 

The  treasurer  has  the  custody  of  all  funds  of  the  society  paid  to 
him  by  the  secretary,  but  interest  on  mortgages  and  bank  deposits 
is  received  by  him  directly  and  does  not  pass  through  the  secre¬ 
tary’s  hands. 

It  has  been  the  custom  of  the  secretary,  when  turning  money 
over  to  the  treasurer,  to  make  the  checks  payable  to  him  person¬ 
ally  and  not  in  his  official  capacity.  While  the  treasurer  usually 
deposits  these  checks  to  the  order  of  the  society  with  reasonable 
promptness,  it  was  found  that  a  check  for  $1,000,  given  him  by  the 
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secretary  on  March  18,  1912,  was  indorsed  by  him  as  an  individual 
and  not  as  treasurer  and  was  not  deposited  to  the  credit  of  the 
society  until  two  days  after  the  commencement  of  this  examina¬ 
tion,  which  was  July  8,  1912.  He  admitted  that  this  item  had 
been  held  in  his  personal  account  during  the  interim. 

This  practice  should  cease,  as  the  by-laws  require  that  the  treas¬ 
urer  shall  “  keep  the  moneys  and  accounts  of  each  of  the  three 
funds  separate  and  distinct  from  those  of  others.' ’ 

Membership 

The  present  membership  is  approximately  2,010,  and  while  it 
has  not  increased  materially  in  the  past  few  years,  new  members 
are  received  in  sufficient  numbers  to  offset  the  deaths  and  lapses. 
The  amount  of  insurance  in  force  is  approximately  $1,684,000. 

Assessments 

Four  regular  assessments  are  issued  each  year  on  the  first  of 
March,  June,  September  and  December.  For  the  past  few  years 
a  fifth  assessment  has  been  called  by  resolution  of  the  board  of 
directors.  This  is  issued  each  year  on  July  20th. 

The  members  have  thirty  days  in  which  to  pay  each  assessment 
and  are  usually  prompt  in  their  payments.  Suspension  is  auto¬ 
matic  at  the  end  of  thirty  days,  but  a  suspended  member  is  rein¬ 
stated  at  any  time  within  sixty  days  without  other  formality  than 
the  payment  of  all  arrears.  Between  sixty  and  ninety  days  he  may 
be  reinstated  by  the  board  of  directors  upon  payment  of  arrears 
and  presentation  of  a  satisfactory  medical  certificate. 

Rates 

The  following  table  gives  the  rates  for  the  ages  indicated  at  age 
of  entry,  which  the  society  is  maintaining  at  the  present  time. 
This  includes  the  special  assessment  to  which  reference  is  made 
elsewhere  in  this  report,  and  the  annual  dues. 


Eate  per 

Age  S1000 

21 .  $13  00 

25  .  15  00 

30  .  16  50 

35  . 18  00 

40  .  19  00 

45 .  21  50 

50  .  27  00 
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Officers  and  Salaries 

The  only  salaried  officers  are  the  treasurer,  who  receives  $50 
per  year,  and  the  secretary,  who  receives  $1,200  per  year.  The 
directors  meet  on  the  second  Tuesday  in  each  month  and  receives 
$1  each  for  each  meeting  attended. 

The  officers  are  as  follows : 

President  Rev.  G.  Nelsenius,  D.  D. 

Vice-President  Emil  F.  Johnson. 

Treasurer  John  T.  Smith. 

Secretary  Elias  Johnson. 

It  should  he  noted  that  the  last  named  officer  is  the  newly  elected 
secretary,  and  not  the  one  to  whose  defalcations  reference  has  been 
made  in  this  report. 


THE  TELEGRAPHERS’  MUTUAL  BENEFIT  ASSOCIA¬ 
TION 

New  York,  N.  Y. 

Examination  on  condition  as  of  November  30,  1912. 

Report  dated  December  28,  1912. 

Examiners:  Clarence  J.  Norton  and  W.  F.  German. 

Ledger  Assets 

Mortgage  loans  .  $65,  700  00 

Rook  value  of  bonds .  260,833  78 

Cash  deposited  with  Western  Union  Telegraph 

Company .  13,  405  42 

Total  ledger  assets .  $339,939  20 


V on-ledger  Assets 


Cash  items  in  office  not  yet  entered  in  income 

account .  $523  75 

Assessments  in  course  of  collection  not  over  30 

days  due .  7 , 443  7 4 

Accrued  interest  .  4,770  68 


Total  non-ledger  assets .  12,738  17 

Gross  assets  .  $352,  677  37 
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Deduct  Assets  Not  Admitted 

Book  value  of  bonds  over  market  value  as  shown  in  schedule 


attached .  $4,723  78 

Total  admitted  assets .  $347,953  59 


Liabilities 

Death  claims  .  $13,606  00 

Assessments  paid  in  advance .  1,127  91 

Deserve  as  per  section  205  of  Insurance  Law, 

being  amount  for  one  assessment .  5,601  58 

Miscellaneous  bills  unpaid .  102  50 


Total  liabilities 


20,437  99 


Lxcess  of  assets  over  liabilities 


$327,515  60 


A  statement  of  the  income  and  disbursements  from  January  1, 
1912,  to  November  30,  1912,  inclusive,  is  as  follows: 

Balance,  ledger  assets,  Dec.  31,  1911 .  $325,416  88 

Income 

Assessments  and  fees .  $61,293  46 

Less  assessments  refunded .  11  00 


Total  received  from  members .  $61,282  46 

Interest .  15,567  53 


Total  income  .  76,849  99 


Total 


$402,266  87 


Disbursements 

Death  claims  .  $56,  354  00 

Management  expenses  .  5,973  67 


Total  disbursements  .  62,  327  67 


Balance,  ledger  assets,  Xov.  30,  1912 .  $339,939  20 


Assets  —  Mortgage  Loans 

The  association  bolds  twenty-three  mort^a^es  on  real  estate 

o  o 

located  in  Greater  New  York  and  New  Jersey,  which  earn  interest 
varying  from  4,  4 y2,  5  and  G  per  cent.  The  association  has  dis- 
29 
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continued  loaning  on  real  estate,  no  such  loans  having  been  made 
since  1908. 

All  papers  in  connection  with  the  mortgage  loans  were  exam¬ 
ined  and  found  in  order. 

Bonds 

Attached  hereto  is  a  schedule  giving  a  description  of  the  bonds 
owned  by  the  association,  showing  the  book,  par  and  market  values 
on  date  of  this  examination.  The  bonds  are  deposited  in  the  vaults 
of  The  Safe  Deposit  Company  of  New  York. 

Cash  Deposits 

x 

The  cash  held  by  the  association  is  deposited  wTith  the  Western 
Union  Telegraph  Company,  which  corporation  pays  this  associa¬ 
tion  interest  on  balances  at  the  rate  of  6  per  cent,  per  annum.  The 
cash  so  held  is  deposited  in  a  separate  hank  account  in  the 
Equitable  Trust  Company,  such  account  being  designated 
“  Western  Union  Telegraph  Company  IT o.  1.”  A  certificate 
executed  by  the  Western  Union  showing  the  balance  of  cash  held 
on  date  of  this  examination  was  furnished,  and  the  same  was  recon¬ 
ciled  with  the  records  of  the  association. 

Cash  in  Hands  of  Secretary 

It  is  the  practice  of  the  association  not  to  enter  on  the  cash-book 
the  receipts  until  same  have  been  deposited  in  bank.  The  amount 
carried  as  cash  in  office  and  credited  as  a  nonledger  asset  represents 
all  payments  made  to  the  association  from  November  28,  1912,  to 
November  30,  1912,  the  date  of  this  examination. 

Income 

Under  the  by-laws  the  secretary  is  authorized  to  appoint  certain 
members  to  act  as  agents  to  receive  and  forward  to  him  within 
thirty  days  from  the  date  of  the  last  assessment  all  moneys  col¬ 
lected.  It  is  also  the  dutv  of  such  agents  to  exercise  a  general 
supervision  over  the  affairs  of  the  association  in  their  respective 
districts.  These  agents  serve  without  salary  but  are  allowed  their 
necessary  expenses,  such  as  postage,  stationery,  etc.  They  fur¬ 
nish  detailed  statements,  giving  the  name  of  member,  number  of 
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certificate,  assessment  and  amount  paid.  They  also  show  the  items 
of  disbursements,  furnishing  vouchers  for  each.  These  statements 
are  summarized  by  the  secretary  according  to  assessment  numbers 
and  entered  in  the  cash-book.  It  was  necessary,  therefore,  in  check¬ 
ing  the  income,  to  check  the  assessment  ledger,  which  is  subdivided 
according  to  agency,  with  such  statements,  and  then  check  the 
statements  with  the  cash-book.  This  was  done  for  a  period  of  two 
months,  with  the  result  that  all  items  were  found  to  agree. 

Disbursements 

All  disbursements,  other  than  death  claims  and  salary  of  the 
secretary,  are  paid  by  the  secretary  in  cash.  However,  vouchers 
were  submitted  for  all  such  disbursements.  It  seems  to  your 
examiners  that  the  better  practice  is  to  pay  all  bills,  except  the 
petty  cash  items,  by  check. 


Organization 

This  association  was  organized  in  1867  and  incorporated  Sep¬ 
tember  28,  1885,  under  the  provisions  of  chapter  175  of  the  Laws 
of  1883.  It  transacts  the  business  of  insurance  on  the  assessment 
plan  and  provides  for  benefits  to  members  in  the  event  of  death. 

Any  person  of  either  sex,  not  under  18  nor  over  45  years  of  age, 
who  is  employed  in  telegraph  or  telephone  service,  is  eligible  to 
membership.  Members  who  leave  the  service  may  still  retain 
membership  in  the  association. 

Death  Benefits 

The  maximum  amount  of  insurance  carried  on  one  life  is  $1,500. 
Benefit  certificates  are  issued  in  two  grades  or  amounts,  the  half 
grade  representing  $500 ;  the  full  grade  $1,000.  Members  are 
allowed  to  take  one  certificate  in  each  grade. 

The  by-laws  provide  that  death  claims  shall  be  payable  within 
60  days  after  the  verification  thereof.  We  find  that  customarily 
the  association  adheres  strictly  to  this  provision,  payments  being 
made  60  days  after  the  filing  of  proofs  of  death.  It  seems  to  your 
examiners  that,  with  ample  funds  available,  the  association  could 
very  well  pay  claims  before  the  expiration  of  60  days. 


900 


Reports  on  Official  Examination 


Fees  and  Assessment  Bates 

Members  are  charged  an  admission  fee  of  $2,  and,  in  the  event 
of  lapse  of  membership  and  subsequent  reinstatement,  a  fee  of  $4 
is  collected. 

Prior  to  1887  all  members  were  insured  for  one  amount,  viz., 
$1,000,  and  all  paid  the  same  rate  of  assessment,  viz.,  $1,  regardless 
of  age,  but  in  the  said  year  a  table  of  rates  was  adopted  to  apply 
on  all  new  members  admitted  on  and  after  January  1st  of  the  said 
year,  according  to  age  at  the  date  of  application  for  admission. 
The  following  table  sets  forth  such  new  rates  for  the  ages  in  the 


various  classes : 

Full  Half 

grade  grade 

Class  Ages  $1000  $500 

A  Over  18  and  under  30 .  $1  00  $0  50 

B  Over  30  and  under  35 .  1  25  63 

C  Over  35  and  under  40 .  1  50  75 

D  Over  40  and  under  45 .  2  00  1  00 


Members  who  were  in  good  standing  at  the  time  the  above  rates 
were  adopted  were  allowed  to  continue  paying  the  same  rate  as 
formerly,  viz.,  $1  per  assessment. 

Assessments  are  levied  on  the  first  of  each  month  and  are  due 
and  payable  any  time  within  thirty  days  thereafter.  One  or  more 
assessments  may  be  levied  at  one  time  and  dated  on  the  same  day, 
but  the  by-laws  provide  that  “  whenever  the  sum  collectible  on 
account  of  assessments  levied  in  any  one  year,  less  the  expenses 
authorized,  as  hereinafter  provided,  to  be  incurred  during  said 
year,  shall  be  equal  to  1%  per  cent,  of  the  total  contingent 
mortuary  liability,  no  further  assessments  shall  be  levied  during 
said  year ;  and  in  the  event  that  the  proportion  of  said  sum  appli¬ 
cable  to  the  payment  of  the  mortuary  claims  shall  not  be  sufficient 
to  pay  all  mortuary  claims  incurred  during  said  year,  any  .balance 
necessary  to  meet  said  claims  shall  be  withdrawn  from  the  reserve 
fund  and  used  to  pay  said  claims.” 

The  number  of  assessments  levied  during  the  past  five  years  is 
as  follows:  1908,  15;  1909,  14;  1910,  15;  1911,  16;  1912,  12. 

Members  not  paying  their  assessments  within  thirty  days  forfeit 
all  claim  to  benefits,  and  should  the  assessment  remain  unpaid 
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sixty  days  after  date  of  levy  they  forfeit  their  membership  and 
can  be  restored  only  as  provided  in  the  constitution  and  by-laws, 
but  such  reinstated  members  are  assessed  in  accordance  with  the 
rates  called  for  at  their  ages  at  the  time  of  reinstatement. 

Membership 

The  number  of  members  in  good  standing  on  November  30, 


1912,  classified  is  as  follows: 

Full  grade  — ,$1,000 

Half  grade  —  $500 

Class  A . 

3,  608 

Class 

A . 

445 

Class  B . .  . 

650 

Class 

B . 

191 

(Class  C . 

325 

Class 

C . 

124 

Class  D . 

155 

Class 

D . 

89 

Total . 

4,  738 

Total . 

849 

The  total  membership  aggregates  5,587,  representing  $5,162,500 
of  insurance  in  force.  Included  in  the  above  are  about  300  female 
members. 

Of  the  total  membership,  there  remained  at  the  time  of  this 
examination  about  1,500  members  who  were  such  prior  to  1887, 
and  who  are  therefore  paying  the  old  rate  of  $1  per  assessment 
which  was  in  force  at  that  time. 

Reserve  Fund 

This  fund  was  created  for  the  purpose  of  obviating  excessive 
assessments  upon  the  members  in  the  event  of  unusual  mortality 
and  of  guaranteeing  as  far  as  possible  the  payment  to  beneficiaries 
of  the  amounts  to  which  they  may  be  entitled.  The  by-laws  pro¬ 
vide  that  this  fund  shall  equal  an  amount  not  less  than  5  per  cent, 
of  the  total  liability  to  beneficiaries  contingent  upon  the  death  of 
members,  and  shall  be  accumulated,  augmented  and  maintained 
subject  to  the  provisions  thereof;  that  the  interest  derived  from 
this  fund  shall  be  added  to  the  principal  each  year,  and  that  an 
amount  equal  to  not  less  than  5  per  cent,  of  the  net  increase  of 
contingent  mortuary  liability  assumed  by  the  Association  in  each 
fiscal  year  through  admission  of  members  shall  be  added  to  the 
fund,  in  addition  to  the  interest  thereon. 
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This  fund  shall  not  be  used  for  any  purpose  other  than  for  the 
payment  of  death  claims  under  the  circumstances  above  mentioned. 

Second  Division 

In  the  year  1880  a  new  division  known  as  the  “  second  division  ” 
was  organized  for  the  purpose  of  allowing  members,  not  more  than 
forty-five  years  of  age,  to  secure  additional  insurance.  Upon  the 
death  of  a  member  in  good  standing  in  this  division  an  assessment 
is  levied  upon  the  surviving  members  thereof,  the  net  proceeds 
of  which  is  paid  to  the  beneficiary,  in  addition  to  the  regular  bene¬ 
fit.  Such  assessments  levied  upon  the  members  of  this  division 
vary  as  follows:  Those  members  admitted  prior  to  January  1, 
1887,  are  assessed  $1 ;  those  admitted  since  that  date  are  assessed 
according  to  the  following  table: 

Age  at  entry  Age  at  entry 

18-80  .  $1  00  35-40  .  1  50 

30-35  .  1  25  40-45  .  2  00 

Ten  per  cent,  of  the  gross  amount  collected  from  such  assess¬ 
ment  is  deducted  to  cover  expenses. 

At  the  present  time  the  number  of  members  in  this  division  is 
fifty-seven  and  the  amount  realized  from  the  assessment  collected 
for  the  last  claim  paid  was  approximately  $59.  The  Association 
has  not  written  new  business  in  this  division  for  some  time. 

*  Officers  and  Salaries 

At  the  last  convention  held  November  15,  1911,  the  following 
officers  were  elected  to  serve  for  the  term  ending  March,  1913 : 

President,  Belvidere  Brooks. 

First  Vice-President,  Charles  P.  Bruch. 

Second  Vice-President,  S.  S.  Garwood. 

Secretary,  M.  J.  O’Leary. 

Treasurer,  A.  R.  Brewer. 

After  the  latter  date  the  term  will  be  for  one  year.  None  of 
the  officers  receive  any  compensation  for  service  rendered,  save 
the  secretary  who  was  appointed  by  the  executive  board  as  clerk 
of  the  Association  and  receives  a  salary  of  $200  per  month  as 
such. 
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Change  of  Name 

In  accordance  with  resolutions  adopted  by  the  executive  board 
the  Association  is  taking  legal  steps  to  change  the  name  of  the 
society  to  “  Telegraph  and  Telephone  Life  Insurance  Associa¬ 
tion/’  and  later  will  apply  to  the  Insurance  Department  for  per¬ 
mission  to  change  its  charter  accordingly. 

Expense  of  Management 

This  Association  is  operated  at  a  very  low  expense  ratio,  there 
being  no  officers  under  salary.  The  commission  allowed  agents  is 
only  the  initiation  fee  received  from  new  members.  The  Western 
Union  Telegraph  Company  assists  the  Association  materially  by 
providing  office  room,  light  and  heat  free  of  charge. 
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INDEPENDENT  ORDER  OF  AHA  WAS  ISRAEL 

New  Yokk,  N.  Y. 

Examination  as  of  May  31,  1912. 

Report  dated  July  23,  1912. 

Examiners :  Clarence  J.  Norton ,  J.  F.  Tucker 

During  this  examination,  the  statement  made  to  the  Insurance 
Department  for  the  year  ending  December  31,  1911  was  verified, 
and  the  income  and  disbursements  were  found  to  agree  with  the 
records  of  the  order.  Of  course  it  was  impossible  to  verify  the 
amount  of  cash  in  office  on  the  said  date,  reported  to  he  $489.13. 

The  following  is  a  statement  of  the  income  and  disbursements 
for  the  five  months  ending  May  31,  1912  and  the  assets  and 
liabilities  on  that  date: 

Ledger  assets  December  31,  1911,  as  per  order’s  records .  $21,456  03 

Income 


Assessments .  $51,  213  66 

Interest  on  deposits .  526  50 


Total  income 


51,740  16 


Total 


$73,196  19 


Disbursements 


Death  claims  .  $46,851  66 

Management  expenses  .  5,  751  96 

Donations .  976  00 

Payments  on  cemetery .  836  00 

Cemetery  expenses  .  52  50 


Total  disbursements  .  54,  468  12 

Balance .  $18,  728  07 


Ledger  Assets 

Cash  in  banks .  $16,941  10 

Cash  in  office  to  balance  total  assets .  1,  786  97 

Total  ledger  assets .  $18,728  07 

N on-ledger  Assets 

Assessments  levied  but  not  30  days  overdue .  8.941  47 


Total  admitted  assets 


$27,669  54 
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Liabilities 

Death  claims  .  $40,  840  00 

Due  minors  for  whom  no  guardians  have  been  appointed  (9)  . .  2,001  24 

Unpaid  bills  and  accounts .  760  84 

.Borrowed  money  .  3, 923  15 


Total  liabilities  .  $47,525  23 


Excess  of  liabilities  over  assets .  $19,855  69 


Assets 

* Cash  in  bank:  The  reserve  fund  is  deposited  in  several  savings 
banks  in  New  York  city  on  interest  at  3  per  cent,  to  4  per  cent. 
No  interest  had  been  entered  on  any  of  the  pass-books  since 
the  last  examination.  The  pass-books  were  sent  to  the  banks  for 
the  purpose  of  having  the  balances  brought  down  to  date,  and  a 
certificate  from  each  bank  showing  the  balance  on  deposit  was 
obtained.  The  checking  accounts  were  reconciled  with  the  bank 
certificates  and  outstanding  checks  and  found  to  agree  with  the 
accounts  kept  on  the  several  check-books,  with  the  exception  of 
the  endowment  check-hooks,  in  which  there  was  no  record  of  de¬ 
posits.  The  balance  in  this  account  was  obtained  by  deducting 
from  the  amount  of  the  hank  certificate  the  outstanding  checks. 

Cash  in  office:  The  records  show  that  on  May  31,  1912  there 
should  have  been  cash  in  office  amounting  to  $1,786.97.  As 
there  was  no  way  to  verify  this,  the  cash  balance  was  brought 
down  to  the  date  of  actual  examination  (June  26)  and  it  was 
found  that  the  total  cash  on  hand  was  $473.62  more  than  was 
necessary  to  satisfy  the  records.  When  asked  for  an  explanation 
of  this  condition  the  a’rand  secretary  stated  that  it  is  his  custom 
to  mingle  his  personal  fund  with  those  of  the  order  and  to  borrow 
cash  of  the  latter  whenever  he  feels  so  inclined.  He  admitted 
that  some  of  the  amount  which  should  have  been  in  office  on 
the  date  of  this  examination  might  have  been  actually  in  his 
personal  possession,  but  that  he  was  always  ready  to  make  up 
any  deficiency  which  might  he  due  the  order  and  that  often  he 
had  deposited  his  own  moneys  with  the  order  so  that  it  would 
receive  the  benefit  of  interest  earned  thereon. 

It  would  appear  that  this  condition  of  affairs  should  im¬ 
mediately  he  stopped,  and  it  is  respectfully  recommended  that 
the  Insurance  Department  notify  the  management  that  here- 
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after  the  funds  of  the  order  must  be  kept  wholly  intact  and 
not  mingled  in  any  way  with  those  of  any  officer  or  person.  The 
handling  of  money  of  members  of  a  fraternal  order  is  a  trust 
which  should  he  surrounded  by  the  strictest  safeguards,  and  the 
fact  that  the  order  is  not  a  private  accommodation  bank  should 
be  impressed  upon  those  who  are  in  charge  of  the  administration 
of  this  important  trust. 

Cash  disbursements  are  made  from  time  to  time  from  cash 
received  hut  are  not  entered  upon  the  cash-hook  until  the  end  of 
the  month.  During  the  five  months  ending  May  31,  1912  the 
cash  payments  were  approximately  $1,000.  Mo  vouchers  for  such 
payments  were  on  file. 

All  income,  whether  in  cash  or  checks,  should  he  deposited  and 
a  check  drawn  for  such  cash  as  is  needed  for  items  not  con¬ 
veniently  payable  by  check.  In  this  way  a  sufficient  amount  of 
cash  for  daily  expenses  could  be  carried  in  office  and  the  deposits 
could  he  checked  with  the  receipts  at  any  time.  A  petty  cash¬ 
book  should  be  kept  and  the  payments  properly  distributed  to  the 
general  cash-hook  each  month. 

Assessments  collected  in  hands  of  subordinate  lodges:  For  the 
endowment  fund  the  order  makes  post  mortem  assessments  only. 
Calls  are  made  upon  the  subordinate  lodges  monthly  for  all  death 
claims  approved  by  the  endowment  committee  at  its  last  monthly 
meeting.  The  May  call  reads  as  follows: 

“  This  assessment  must  be  paid  at  this  office  on  or  before  June  1,  1912. 
Lodges  failing  to  comply  with  above,  stand  ipso  facto  suspended.” 

The  general  practice  is  to  allow  a  much  longer  time  for  the 
payment  of  assessments.  Some  of  the  lodges  are  from  three  to 
nine  months  behind  in  their  payments,  many  of  them  being  more 
than  six  months  in  arrears. 

In  the  foregoing  financial  statement  only  the  part  of  the  May* 
call  remaining  unpaid  on  May  31st  has  been  allowed  as  ars 
asset.  On  May  31st  there  were  previous  assessments  unpaid 
amounting,  in  the  endowment  fund,  to  $22,489.28,  in  the  general 
fund  to  $2,255.78  and  in  the  reserve  fund  to  $460,  making  a 
total  of  $25,205.06. 

The  June  assessment  amounts  to  $9,026.88  and  was  levied  to 
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apply  on  death  claims  which  are  included  as  liabilities  in  the 
foregoing  financial  statement.  However,  no  credit  is  given  for 
same  as  the  assessment  had  not  been  called  on  May  31st,  the  date 
of  this  examination. 

Liabilities 

Unpaid  death  claims:  It  will  be  noted  that  this  item  amounts 
to  $42,841.24,  which  appears  to  be  exceedingly  high  for  a  frater¬ 
nal  order  of  this  size.  Very  few  death  claims  are  paid  within  the 
time  prescribed  in  the  Constitution,  the  reason  being,  as  above 
stated,  the  subordinate  lodges  are  so  far  behind  in  paying  their 
assessments.  If  all  the  lodges  paid  their  outstanding  indebtedness 
it  would  he  possible  for  the  order  to  pay  promptly  nearly  all 
the  claims  approved  and  due.  This  is  an  important  matter  and 
efforts  should  be  made  to  collect  such  indebtedness  immediately, 
to  the  end  that  beneficiaries  of  members  may  be  indemnified  in 
full  within  the  specified  time. 

Of  the  unpaid  claims  $2,001.24  is  due  minors.  The  deaths 
represented  by  such  claims  have  been  assessed  and  collected  from 
the  lodges.  This  amount  should,  therefore,  be  set  aside  as  trust 
funds  in  savings  bank  accounts  for  the  minors  entitled  thereto 
respectively,  and  when  the  same  have  become  of  age,  or  guardians 
are  appointed,  they  should  receive  the  cash  with  interest.  This 
was  recommended  in  the  report  of  the  last  examination,  but 
nothing  has  been  done  to  comply  with  it.  This  matter  should 
be  placed  properly  before  the  next  convention  for  action. 

Membership 

The  order  transacts  business  under  the  subordinate  lodge  system 
and  has  111  lodges  in  Yew  York,  20  in  Pennsylvania,  10  in 
Maryland,  13  in  Yew  Jersey  and  1  in  Rhode  Island.  Applicants 
are  admitted  to  the  order  if  they  are  between  21  and  45  years 
of  age,  of  Hebrew  faith  and  in  sound  health.  The  number  of 
members,  both  male  and  female,  on  May  31,  1912  was  18,806. 

Rates 

The  by-laws  require  that  for  each  death  the  order  shall  assess 
each  and  every  member,  male  or  female,  regardless  of  age,  3 
cents.  With  the  present  membership  a  surplus  above  the  amount 
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required  to  pay  each  death  would  be  collected  if  this  rule  was 
followed  literally.  This  would  allow  the  accumulation  of  a  sur¬ 
plus  against  a  suddenly  increasing  death  rate  or  other  contingency. 

The  order  does  not,  however,  assess  for  the  full  number  of 
deaths.  As  hereinbefore  stated,  during  1911  the  number  of  deaths 
was  224,  the  number  assessed  for  was  199.  During  the  five 
months  ending  May  31,  1912,  the  number  of  deaths  was  96,  the 
number  assessed  for  89.  Even  this  slight  opportunity  of  decreas¬ 
ing  the  number  of  death  claims  constantly  outstanding  and  unpaid 
is  passed  by  in  the  desire  to  keep  the  rate  of  assessment  down  to 
the  lowest  possible  point. 


1911 

January  . 
February  . 

V 

March  .  . 
April  .  .  . 
May  .  .  . 
June  .  .  . 
July  .  .  . 
August  .  . 
September 
October  .  , 
FI  ov  ember 
December 

Total 

1912 

January  . 
February  . 
March  .  . 
April  .  .  . 
May  .  .  .  , 

Total 


Number 

deaths 

Number 

assessed 

for 

Assessment 

per 

member 

15 

15 

$0  45 

20 

16 

48 

16 

16 

48 

17 

17 

51 

22 

16 

48 

23 

18 

54 

21 

18 

54 

18 

18 

54 

24 

18 

54 

16 

16 

48 

15 

15 

45 

17 

16 

48 

224 

199 

$5  97 

18 

18 

$0  54 

17 

17 

51 

18 

18 

54 

22 

18 

54 

21 

18 

54 

96 

89 

$2  67 

The  net  rate  paid  for  the  year  1911  was,  therefore,  $5.97  for 
each  $500  of  insurance,  regardless  of  the  age  of  the  members.  The 
rates  should  be  revised,  based  on  a  scientific  or  actuarial  table 
and  adjusted  in  accordance  with  the  ages  of  the  members. 
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Cemeteries 

The  order  has  purchased  two  cemeteries  in  Brooklyn,  U.  Y., 
one  in  Mt.  Carmel  cemetery  and  the  other  in  Union  Field 
cemetery.  The  order  still  owes  $4,000  on  the  Mt.  Carmel  prop¬ 
erty  and  is  decreasing  such  indebtedness  at  the  rate  of  $500  per 
year.  The  Union  Field  property  is  entirely  paid  for. 

All  members,  whose  lodges  have  no  cemeteries  of  their  own, 
and  are  desirous  of  burial  in  the  above  cemeteries,  are  allowed  a 
burial  plot  without  any  charge.  Those  members  who  desire  to 
have  a  grave  reserved  for  either  husband  or  wife  are  allowed  to 
do  this  at  a  cost  of  $25  per  grave. 

Headstone  Deposits 

For  each  deceased  member  who  is  buried  in  a  cemetery  owned 
by  the  order,  the  beneficiary  is  required  to  erect  a  headstone. 
Twenty-five  dollars  is  deducted  from  the  endowment  and  held 
until  this  rule  is  complied  with,  when  the  deposit  is  returned  to 
the  beneficiary.  Should  no  headstone  be  erected  within  one  year 
the  order  will  see  that  the  same  is  made  and  paid  for  with  the 
amoimt  deducted  as  above  stated. 

At  the  time  of  this  examination  the  headstone  deposits  amounted 
to  $650.  FT)  liability  is  shown  for  this  item  as  it  is  not  credited 
as  an  asset. 

Borrowed  Money 

The  per  capita  tax  and  other  income  applied  to  the  general  fund 
are  not  sufficient  to  meet  the  necessary  running  expenses  of  the 
order.  Aside  from  making  frequent  transfers  from  the  other 
funds  the  order  has  in  the  past  been  obliged  to  borrow  money  for 
this  fund.  On  the  date  of  this  examination  they  owed  the  Twelfth 
Ward  Branch  of  the  Security  Bank,  $3,923.15.  The  report  of 
the  last  examination  stated  that  the  grand  secretary  had  per¬ 
sonally  paid  the  interest  on  this  loan  and  did  not  expect  to  be  reim¬ 
bursed  therefor. 

In  the  annual  statement  to  the  Insurance  Department,  dated 
December  31,  1911,  the  order  set  up  a  liability  for  interest  on 
borrowed  money  amounting  to  $235.39.  In  February,  March  and 
April,  1912,  the  three  notes  outstanding  were  renewed,  the  dis- 
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count  amounting  to  $85.58.  This  makes  the  liability  to  date 
(accepting  the  annual  statement  as  correct)  $320.97.  The  grand 
secretary  said  that  if  the  convention  should  vote  to  pay  him  this 
interest  he  would  accept  it.  Ho  liability  for  the  item  is  shown 
in  the  foregoing  financial  statement,  and  whether  it  will  ever 
become  a  liability  is  problematical.  The  method  of  handling  this 
matter  is  not  commendable.  Either  the  order  should  pay  its  own 
interest  or  there  should  be  a  definite  understanding  that  the  grand 
secretary  will  not  require  the  order  to  reimburse  him  for  such 
payment. 

There  is,  in  fact,  no  definite  record  that  the  grand  secretary 
has  paid  this  interest,  but  it  has  been  deducted  by  the  bank  and  no 
record  of  the  disbursement  entered  on  the  cash-book.  The  pre¬ 
sumption  is  that  he  makes  up  to  the  order  any  shortage  which 
occurs  on  account  of  such  payment  not  being  entered  on  the  books. 
His  own  funds  are  so  mingled  with  those  of  the  order  that  to  point 
directly  to  any  definite  payment  which  he  has  made  is  impossible. 

Bookkeeping ,  Etc. 

The  books  of  record  and  methods  in  vogue  are  the  same  as 
mentioned  in  previous  report,  but  the  recommendations  made  at 
that  time  with  a  view  of  betterment  have  not  been  complied  with. 
We  suggest  in  addition  to  the  books  now  kept  that  a  ledger  be  pro¬ 
cured  and  used  for  posting  monthly  from  the  cash-book  the  income 

m 

and  disbursements  and  all  transfers  made  by  funds,  in  order  that 
the  balance  of  assets  in  each  fund  will  show  separately  at  any  time. 

Vouchers  and  C ash-book :  Eor  the  cash  payments  there  were  no 
vouchers  whatsoever ;  for  the  disbursements  made  by  check, 
approximately  one-third  of  the  vouchers  were  missing.  The 
vouchers  are  numbered  regardless  of  order  of  entry  in  the  cash- 
book,  in  which  the  voucher  numbers  do  not  appear.  If  all  pay¬ 
ments  could  be  made  by  check,  the  vouchers  should  bear  the  check 
numbers,  but  under  the  present  system  of  making  frequent  cash 
payments  this  is  impracticable.  The  voucher  numbers  should 
appear  in  the  cash-book,  however.  The  most  frequent  cash  pay¬ 
ments  were  for  office  help,  committee  expenses,  postage,  telegrams 
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and  traveling  expenses.  With  the  exception  of  postage  and  tele¬ 
grams  there  is  no  reason  why  vouchers  should  not  he  obtained  for 
all  of  these  payments. 

The  cash-book  should  show  to  whom  each  payment  is  made  and 
for  what  purpose. 

The  report  of  the  last  examination  recommends  that  “  The 
books  of  the  order  should  be  balanced  monthly  and  checked  with 
the  actual  assets  as  shown  by  cash  in  bank  or  in  office.”  The 
report  also  states  that  “  The  Grand  Secretary  has  agreed  to  insti¬ 
tute  this  change.” 

At  the  time  of  the  present  examination  the  books  had  not  been 
balanced  since  December  31,  1911,  nor  was  there  any  record  of  the 
amount  of  cash  in  office  at  any  time. 

The  method  used  seems  to  have  been  to  balance  the  cash-book 
only  at  the  end  of  the  year  and  to  designate  the  difference  between 
the  balance  thus  shown  and  the  bank  balances  “  cash  in  office.” 

Death  Claim  Vouchers:  Each  death  claim  approved  is  given  a 
number  when  entered  on  the  death  claim  register,  which  number 
corresponds  with  said  claim  printed  on  the  monthly  mortuary 
assessment  call.  Further  than  this  the  papers  are  not  kept  in¬ 
tact,  being  neither  numbered  nor  filed  systematically. 

All  the  death  claim  papers  relating  to  each  case  should  be  filed 
together  in  a  separate  jacket,  bearing  the  register  number,  and 
should  he  filed  in  numerical  order. 

Membership  Record:  The  record  of  the  individual  members, 
by  lodges,  has  not  been  kept  up  to  date,  no  attempt  at  this  having 
been  made  since  1910.  The  order  is  now  considering  a  new 
system  for  keeping  this  record  and  it  is  recommended  that  it  be 
started  at  once  and  kept  up  to  date  in  the  future. 

Audit  by  Finance  Committee:  The  constitution  provides  that 
the  finance  committee  shall  each  month  examine  the  books  of 
account  of  the  grand  secretary,  grand  treasurer,  endowment  treas¬ 
urer,  reserve  fund  treasurer,  etc.  hfo  evidence  of  any  such  exam¬ 
inations  was  discovered,  and  your  examiners  recommend  that  this 
provision  of  the  constitution  be  enforced  and  complied  with  in 
this  respect. 
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Transfer  of  Funds:  During  the  five  months  period  covered  by 
this  report  there  was  transferred  from  the  reserve  to  the  endow¬ 
ment  fund  $3,000,  and  from  the  endowment  to  the  general  fund 
$1,357.50.  Ho  record  of  these  transfers  appeared  on  the  cash¬ 
books,  and  we  recommend  that  all  such  transfers  in  future  be 
entered  on  cash-books  and  records  of  the  order  at  the  time  transfer 
is  made.  Section  15  of  article  V  of  the  constitution,  relative  to 
mortuary  assessments  reads  as  follows :  “  Ho  moneys  shall  be  paid 
out  of  the  moneys  so  raised  by  these  assessments,  except  for 
mortuary  claims.’’  Therefore  it  would  appear  from  the  above 
that  the  transfer  of  the  $1,357.50  from  the  endowment  fund  to  the 
general  fund  was  in  direct  violation  of  the  laws  of  the  order  as 
well  as  the  Insurance  Law  of  this  State. 

There  has  been  transferred  since  1908  to  the  general  fund 
$7,414.69,  of  which  $6,057.19  was  taken  from  the  reserve  fund 
and  $1,357.50  from  the  endowment  fund.  Of  this  amount, 
$2,923.15  which  was  transferred  from  reserve  fund  in  1908,  was 
returned  in  1909 ;  hence  there  is  still  due  the  reserve  fund 
$3,134.04  and  the  endowment  fund  $1,357.50,  from  the  general 
fund. 

Officers 

The  officers  of  the  grand  lodge  are  as  follows : 

Louis  Morris,  Grand  Master. 

Leopold  Herman,  Grand  Secretary. 

Moritz  Gold,  Grand  Treasurer. 

Abe  ISTagelberg,  Grand  Messenger. 

The  grand  master  and  the  grand  treasurer  receive  no  salary. 
The  grand  messenger  receives  $300  yearly.  At  the  time  of  the 
last  report  the  grand  secretary  received  $2,500  per  year  from 
which  he  paid  the  office  help.  He  now  receives  $1,500  per  year 
and  the  office  help  is  paid  by  the  order. 

Conclusions  and  Recommendations 

We  would  respectively  renew  the  recommendations  made  in 
report  dated  June  8,  1911,  of  last  examination. 

1.  That  this  report  he  read  at  the  convention  of  the  order  to  be 
held  in  October,  1912. 


916 


Reports  on  Official  Examination 


2.  That  the  per  capita  tax  be  increased  to  an  amount  sufficient 
to  defray  necessary  expenses,  to  make  good  the  existing  deficiency 
and  to  repay  the  money  borrowed. 

3.  That  the  assessment  rates  be  increased  and  the  rates  he  placed 
on  a  more  adequate  and  equitable  basis. 

4.  That  the  benefits  due  to  minors  be  set  aside  as  a  trust  fund 
and  deposited  in  savings  hanks  so  as  to  draw  interest. 

5.  That  the  bookkeeping  system  be  revised  as  set  forth  before  in 
this  report  in  all  the  details. 

6.  That  the  lodges  be  compelled  to  pay  the  assessment  calls 
within  the  time  prescribed  in  the  by-laws  for  the  purpose  of  paying 
the  death  claims  more  promptly. 

Examination  on  condition  as  of  February  28,  1913. 

Report  dated  April  16,  1913. 

Examiners:  William  A.  Billingham  and  Wilbur  F.  German. 

The  last  Department  examination  was  made  as  of  May  31, 
1912,  and  the  following  is  a  statement  of  income  and  disburse¬ 
ments  from  said  date  to  and  including  February  28,  1913;  also  a 
statement  of  assets  and  liabilities  on  the  latter  date. 

.Balance  May  31,  1912,  as  per  examiner’s  report .  $18,728  07 

Income 

Assessments .  $87 , 022  58 

Reserved  graves  .  40  00 

Balls,  picnics,  etc .  167  06 

Interest  on  bank  balances .  305  15 

-  $87,534  79 

Assessments  received  prior  to  June  1,  1912,  but 

entered  on  cash  books  subsequently .  9,626  90 

Income  received  prior  to  June  1, 

1912,  and  not  entered  on  cash 
books : 

Reserve  graves  .  $325  00 

Ralls,  picnics,  etc .  501  06 

-  826  06 


Total  income 


97,987  75 


Total 


$116,715  82 
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Disbursements 


Death  benefits  .  $81,  221  20 

Management  expenses  .  12,  999  37 

.Borrowed  money  repaid .  3,923  15 


Total  disbursements 


$98,143  72 


.Balance .  $18,572  10 

Cash  in  banks  Feb.  28,  1913,  and  total  ledger  assets  exhibited 

to  your  examiners . .  6,937  00 

* 


Deficiency  unaccounted  for .  $11,635  10 


Cash  in  banks  as  above 


Ledger  Assets 


$6,937  00 


"N on-ledger  Assets 

Assessments  levied  but  not  30  days  overdue. .  .  $8,978  67 

Accrued  interest  on  bank  balances .  13  65 


Total  non-ledger  assets .  8,992  32 


Total  admitted  assets .  $15,929  32 


Liabilities 

Death  claims  for  which  assessments  have  been 


levied  upon  subordinate  lodges .  $37,567  88 

Death  claims  for  which  assessments  have  not 

been  levied  upon  subordinate  lodges .  19,850  00 


Total  unpaid  death  claims 


Head  stone  deposits .  $475  00 

Unpaid  bills .  3,510  07 


$57,417  88 

3,985  07 


Total  liabilities  .  $61,402  95 

Excess  of  liabilities  over  assets .  $45,473  63 


Excess  of  Liabilities  Over  Assets  and  Shortage  of  Funds 

The  foregoing  financial  statement  shows  that  the  liabilities  of 
the  order  exceed  its  assets  by  $45,473.63,  and  a  shortage  in  the 
assets  exists  amounting  to  $11,635.10.  This  condition  has  been 
brought  about  by  a  combination  of  untoward  events,  which  we  shall 
proceed  to  outline.  It  appears  that  beginning  in  ISTovember,  1907, 
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and  continuing  until  December,  1912,  what  we  will  designate  as 
a  “  private  ”  cash-book  has  been  kept  in  the  office  of  the  order  by 
one  Samuel  Weinig,  who  was  commonly  regarded  as  assistant 
grand  secretary,  although  no  record  could  be  found  of  his  elec¬ 
tion  to  that  office.  Mr.  Weinig  stated  that  this  private  cash-book 
was  never  exhibited  to  the  insurance  examiners  on  prior  examina¬ 
tions,  because  he  regarded  it  as  a  private  book  between  Mr.  Leopold 
Herman,  the  grand  secretary,  and  himself.  He  stated,  however, 
that  as  a  matter  of  fact  this  book  was  the  one  of  original  entry, 
and  from  it  the  entries  were  from  time  to  time  transferred  to  the 
regular  cash-books,  namely,  the  endowment,  reserve  and  general 
cash-books,  respectively. 

The  fact  is,  however,  for  the  evident  purpose  of  holding  out 
cash,  the  transferring  of  entries  from  the  private  cash-book  to  the 
regular  books  was  delayed,  that  is,  transferred  as  of  a  later  date. 
For  instance,  assessment  remittances  to  the  amount  of  $9,626.90 
shown  by  the  private  cash-book  to  have  been  received  during  the 
month  of  May,  1912,  were  not  entered  on  the  regular  cash-books 
until  the  month  of  June. 

In  addition  to  this,  it  was  the  practice  to  enter  upon  the  private 
cash-book  payments  for  charity  ball  tickets  and  reserved  graves 
which  were  not  entered  upon  the  regular  cash-books  until  imme¬ 
diately  prior  to  the  annual  convention,  and  since  July,  1912,  no 
entries  of  these  items  whatsoever  appear  to  have  been  made  on  the 
regular  cash-books.  It  appears  further  that  for  the  months  of 
August,  September,  October  and  November  no  entries  whatever 
have  been  made  on  the  regular  cash-books. 

We  have  therefore,  in  arriving  at  the  income  of  the  order,  taken 
the  receipts  as  shown  on  the  private  cash-book  since  May  31,  1912, 
the  date  of  the  last  Department  examination,  and  have  added 
thereto  $9,626.90,  which  was  received  for  assessments  during 
May,  1912,  as  shown  by  the  private  cash-book,  but  not  entered  in 
the  regular  cash-books  until  June;  also  $325  received  for  reserved 
graves  and  $501.06  for  picnic  and  ball  tickets  received  prior  to 
June  1,  1912,  per  private  book,  but  not  entered  in  the  regular 
cash-book. 

Several  test  checks  were  made  between  the  private  cash-book  and 
the  regular  cash-book  sufficient  to  convince  your  examiners  that  it 
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has  been  the  practice  for  a  long  time  to  defer  the  entering  in  the 
latter  of  receipts  for  a  month  or  more.  The  correctness  of  the 
private  cash-book  was  verified  so  far  as  possible  by  test  checks 
made  with  letters  received  accompanying  remittances. 

Comparison  of  Receipts  Issued  to  Lodges  With  Order  s  Records  — 

False  Records  —  Lack  of  Vouchers  to  Support  Disbursements 

The  order  has  a  regular  form  or  receipt  with  margin  stub  which 
it  issues  to  the  subordinate  lodges  upon  payment  of  assessments. 
Upon  checking  the  assessments  received,  as  represented  by  the 
stubs,  with  the  regular  cash-book  it  was  found  that  same  agreed 
exactly  as  to  dates,  amounts,  etc.,  but,  upon  securing  from  certain 
subordinate  lodges  receipts  given,  and  comparing  them  respectively 
with  the  same  numbered  stub,  it  was  found  that  none  of  such 
receipts  correspond  in  any  respect.  Receipts  dated  as  far  back  as 
1910  were  secured  and  it  was  found  the  same  condition  existed 
then. 

It  is  the  opinion  of  your  examiners  that  misappropriation  of 
funds  has  been  going  on  for  years  and  that  it  is  impossible  to  ascer¬ 
tain  at  this  time  definitely  the  amount  of  the  actual  shortage. 
Records  have  been  falsified,  books  have  been  kept  in  a  grossly  in¬ 
competent  way,  many  items  of  disbursements  appear  on  the 
records  for  which  no  vouchers  are  on  file  to  prove  such  disburse¬ 
ments  are  bona  fide,  and  even  reports  to  annual  conventions  are 
shown  to  have  been  falsely  made  in  order  to  deceive  the  members. 

Referring  to  reports  of  previous  examinations  by  this  Depart¬ 
ment,  we  find  that  in  the  year  1903  a  deficiency  in  the  assets 
amounting  to  $10,517.71  was  reported,  and  later,  in  1907,  a  report 
on  examination  states  that  the  disbursements  shown  in  the  annual 
statement  of  1903  includes  a  sufficient  sum  under  various  head¬ 
ings  to  account  for  the  aforesaid  deficiency  and  thereby  show  a 
balance  equal  to  the  amount  of  ledger  assets  in  its  possession  on 
said  date. 

Former  grand  master,  Mr.  Louis  Morris,  who  was  at  the  head 
of  the  order  for  a  number  of  years,  when  examined  under  oath, 
testified  that  he  never  saw  any  of  the  Department  reports  and  did 
not  know  that  such  written  reports  were  ever  made.  It  seems 
that  the  management  of  the  financial  department  of  the  order  was 
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handled  exclusively  by  the  grand  secretary  and  his  assistant,  who 
have  apparently  contrived  to  deceive  other  executives  connected 
with  the  organization. 

There  are  what  purport  to  be  certificates  of  audit  of  the  chair¬ 
man  of  the  finance  committee  attached  to  statements  made  to 
annual  conventions  of  the  order,  but  such  audits  amount  practically 
to  a  travesty.  The  chairman  of  the  finance  committee  informs  us 
that  no  audits  were  ever  made  and  that  he  never  signed  said  certifi¬ 
cates,  except  the  first  one  submitted  after  he  was  first  elected,  a 
number  of  years  ago,  when  he  was  induced  to  sign  a  certificate 
merely  upon  the  word  of  the  secretary  “  that  everything  was  all 
right.” 

The  whole  history  of  this  order  in  connection  with  its  financial 
operations  savors  so  much  of  moral  obliquity  that  it  is  difficult 
to  describe  its  condition  in  its  true  light. 

The  following  is  another  factor  which  undoubtedly  has  con¬ 
tributed  in  a  large  measure  to  the  precarious  condition  in  which 
we  find  the  order  to  be. 

At  the  convention  of  1909  the  following  resolution  was  adopted, 
and  is  still  in  force,  viz. : 

“All  deaths  occurring  after  January  1,  1910,  shall  be  charged  three  cents 
per  case  on  a  member  instead  of  four  cents  as  before.” 

It  appears,  however,  that  prior  to  the  election  of  the  present 
grand  master,  Leonard  A.  Snitkin,  at  the  1912  annual  convention, 
held  October  Yth,  it  was  the  practice  to  permit  many  lodges  to 
discharge  their  assessment  obligations  by  the  payment  of  2  cents 
per  death  per  member,  and  in  some  cases  even  less  than  2  cents, 
instead  of  3  cents  or  more.  This  statement  is  substantiated 
by  correspondence  in  the  files  of  the  order,  and  by  the  testimony 
of  Mr.  Louis  Morris  who  served  as  grand  master  of  the  order 
for  nearly  five  years,  his  term  expiring  in  October,  1912.  The 
latter  denied  any  responsibility  for  this  discriminatory  practice 
and  stated  it  had  obtained  more  or  less  in  the  order  as  far  back 
as  fifteen  years  ago. 

In  justice  to  the  present  administration,  it  should  be  stated  that 
all  lodges  are  now  required  to  pay  the  full  assessment  of  3  cents 
per  death  per  member. 
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Headstone  Deposits 

It  is  a  custom  of  the  order  to  furnish  to  its  members,  without 
charge,  a  burial  plot,  with  the  requirement  that  a  headstone  be 
erected  thereon  at  a  minimum  cost  of  $25.  In  order  to  have 
assurance  that  such  headstone  shall  be  duly  erected,  it  is  a  practice 
to  deduct  from  the  endowments  payable  to  beneficiaries  the  sum 
of  $25  in  each  case  for  this  purpose,  and  to  draw  a  separate  check 
therefor  which  the  beneficiaries  are  required  to  indorse  and 
deposit  with  the  order  when  they  receive  payment  of  the  balance 
of  the  claim. 

It  was  discovered  that  there  was  not  sufficient  cash  in  the  bank 
on  which  these  headstone  checks  wrere  drawn  to  take  care  of  the 
outstanding  checks.  The  amount  of  this  deficiency  was  found  to 
be  $475,  and  we  have  therefore  charged  same  as  a  liability. 

We  recommend  that  such  checks  be  deposited  in  a  separate  bank 
account  and  this  fund  kept  intact  until  either  the  headstones  are 
erected  or  the  members  interested  otherwise  settled  with. 

Membership 

The  order  has  150  lodges,  located  in  the  States  of  Yew  York, 
Yew  Jersey,  Pennsylvania,  Maryland  and  Rhode  Island,  and  a 
membership  of  about  18,200. 

Conclusion 

In  view  of  the  fact  that  the  accrued  liabilities  on  date  of  this 
examination  exceed  the  admitted  assets  by  the  large  sum  of  $45,- 
473.63,  your  examiners  are  of  the  opinion  that  if  this  condition 
does  not  show  material  improvement  within  one  year  from  the  date 
of  this  examination  the  order  cannot  be  rehabilitated  and  placed 
in  a  position  where  it  can  successfully  perform  the  important  func¬ 
tions  for  which  it  was  organized. 

The  grand  master  and  the  acting  grand  secretary  seem  to  be 
very  sanguine  of  being  able  to  place  the  order  on  a  sound  financial 
basis  if  the  opportunity  i-s  afforded.  The  former  states  that  he  has 
already  made  personal  visitations  to  many  lodges  for  the  purpose 
of  persuading  them  to  pay  the  full  assessment  rate  of  3  cents 
per  death  per  member,  and  furthermore  that  a  majority  of  the 
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lodges  have  agreed  not  only  to  pay  the  full  assessment  rate  in 
future,  but  also  a  special  tax  of  $1  per  member,  which  is  now 
being  levied.  If  the  full  membership  should  pay  this  extra  assess¬ 
ment,  it  would  amount  to  about  $18,000.  Thus  far  only  about 
$500  has  been  received  by  the  order  on  this  account,  and  since 
it  is  proposed  that  payment  of  it  he  made  in  quarterly  installments, 
it  is  problematical  how  much  of  it  may  eventually  be  realized. 

In  the  financial  statement  above  set  forth  is  included  liability 
for  all  death  claims  accrued  up  to  and  including  February  28, 
1913,  so  far  as  known  when  this  examination  was  made.  In  con- 
sidering  the  financial  condition  of  the  order,  however,  it  should  be 
borne  in  mind  that  it  is  the  practice  to  pay  death  claims  within 
a  period  of  ninety  days  after  proofs  have  been  filed,  and 
that  there  were  claims  accrued  prior  to  March  1,  1913,  for 
which  calls  had  not  been  issued,  amounting  to  $19,850.  On  the 
other  hand  deaths  are  constantly  occurring  and  we  believe  the 
condition  of  the  order  as  above  set  forth  represents  the  condition 
of  the  order  even  better  than  could  be  realized  if  on  a  certain  date 
it  should  go  into  liquidation. 

The  question  arises  as  to  who  is  responsible  for  the  present 
conditions.  At  the  annual  convention  held  October  6,  1912,  Mr. 
Louis  Morris  was  succeeded  as  grand  master  by  Mr.  Leonard  A. 
Snitkin,  and  while  Mr.  L.  Herman  was  re-elected  grand  secretary 
he  was  not  able,  owing  to  ill  health,  to  perform  the  duties  apper¬ 
taining  to  that  office,  and,  in  fact  was  largely  incapacitated  on 
account  of  illness  from  July,  1912,  to  January,  1913,  during 
which  latter  month  he  died.  From  July  to  December,  1912,  Mr. 
Samuel  Weinig  was  to  all  intents  and  purposes  the  acting  grand 
secretary. 

According  to  the  testimony  of  Mr.  Louis  Morris  the  cutting  of 
assessment  rates  to  favored  lodges  was  a  practice  of  long  standing. 
He  states  that  he  did  not  institute  it,  but  simply  continued  a  prac¬ 
tice  which  he  found  existent  when  he  became  grand  master. 

In  regard  to  the  deficiency  of  $11,635.10,  $975  of  it  is  accounted 
for  by  the  fact  that  A.  B.  Jaworower,  former  counsel  of  the  order, 
misappropriated  to  his  own  use  the  proceeds  of  two  endowment 
checks  of  $500  and  $475  respectively.  We  are  informed  that  the 
order  is  making  efforts  to  secure  the  return  of  this  amount,  but 
thus  far  without  success. 
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We  believe  that  Mr.  Samuel  Weinig,  above  mentioned,  should 
be  held  responsible  for  his  connection  with  the  balance  of  the 
above  shown  shortage,  especially  from  June  1,  1912,  to  on  or  about 
December  3,  1912,  for  which  period  he  practically  handled  all  the 
cash  coming  into  the  order.  We  find  that  during  this  period  there 
is  a  difference  of  $3,100.85  between  the  actual  receipts  as  shown 
by  his  private  cash-book  and  the  amount  deposited  in  bank,  taking 
into  consideration  the  cash  on  hand  May  31,  1912,  and  disburse¬ 
ments  entered  on  the  cash-book  as  having  been  made  in  cash. 

The  following  statement  shows  the  receipts,  cash  disbursements, 
and  amounts  deposited  in  bank,  by  months,  from  June  to  Novem¬ 
ber,  1912,  inclusive: 


Cash  balance  May  31,  1912 . 

.Receipts  as  per  private  cash  book: 

June . 

July . 

August . 

September . 

October . 

November . 


$1,786  97 


$7,944  84 
10,632  60 
11,468  73 
7,466  49 
11,  191  73 
10,327  48 


Total  receipts 


59,031  87 


Total 


Less  cash  disbursements: 

June . 

July . 

October  . 

November . 


$60,818  84 


$75  65 
94  50 
70  50 
229  68 


Total  . 


470  33 


Net  cash  received 

Bank  deposits: 

June . 

July . 

August . 

September . 

October . 

November . 


$8,571  25 
10,  835  05 
10,454  43 
6,  147  32 
11,440  88 
9,798  73 


$60,348  51 


Total  deposits  .  57, 247  66 

Balance  unaccounted  for .  $3,100  85 
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We  believe  the  conditions  above  set  forth  warrant  the  matter 
being  brought  to  the  attention  of  the  district  attorney  of  this 
county  for  further  investigation.  The  order  is  not  in  possession 
of  any  fidelity  bonds  given  by  its  officers  or  employes  prior  to 
February  13,  1913,  so  far  as  we  are  able  to  ascertain,  although 
former  Grand  Waster  Morris  testified  that  he  understood  former 
Grand  Secretary  Herman  was  bonded  in  favor  of  the  order.  Upon 
February  13,  1913,  fidelity  bonds  were  procured  from  the  Fidelity 
and  Casualty  Company  in  the  sum  of  $1,000  each  for  Louis  Fox, 
the  grand  treasurer,  Isidor  Berman,  the  acting  grand  secretary, 
and  Sophie  Epstein,  the  bookkeeper  and  cashier. 

The  present  condition  of  the  order  in  no  way  reflects  discredit 
upon  the  present  officers  who,  we  believe,  are  doing  all  they  can  to 
put  the  organization  on  a  sound  basis.  Many  improvements  have 
been  made  in  the  matter  of  keeping  the  books  and  records,  and 
there  seems  to  be  every  indication  that  this  administration  is 
profiting  by  the  mistakes  of  former  days. 

It  should  also,  in  justice  to  the  present  officers,  be  said  that  the 
increase  in  the  liabilities  shown  in  this  report  over  the  amount 
stated  in  the  last  report  on  examination,  made  one  year  previous, 
is  due  largely  to  the  fact  that  many  death  claims  which  had  accrued 
at  that  time  were  not  entered  on  the  claim-book,  nor  in  any  wav 
submitted  to  the  examiners.  This  is  but  another  instance  of  the 
unscrupulous  methods  in  vogue  at  that  time. 

The  item  entered  in  the  above  statement  of  liabilities  designated 
“  unpaid  bills  $3,510.07  ”  includes  a  claim  made  by  a  former 
grand  messenger,  Abraham  FTagelberg,  amounting  to  $1,200. 
Liability  on  certain  items  of  this  claim  is  disputed  by  the  present 
management. 

Filed  with  this  report  are  affidavits  of  Grand  Master  Leonard 
A.  Snitkin,  and  Acting  Grand  Secretary  Isidor  Berman,  concern¬ 
ing  unpaid  claims  for  endowments  on  date  of  this  examination; 
also  testimony  of  Mr.  Louis  Morris,  former  grand  master. 
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THE  AMERICAN  BENEFIT  ASSOCIATION 

White  Plains,  N.  Y. 

Examination  on  organization ,  financial  conditio7i  October  14, 

1912. 

Date  of  report ,  October  21,  1912. 

Examiner :  Clarence  J.  Norton. 

An  examination  of  the  applications  submitted  shows  that  a  total 
of  1,613  persons  have  each  subscribed  in  writing  to  become  benefi¬ 
ciary  members  of  the  association,  each  to  be  insured  for  $250, 
aggregating  an  amount  of  $403,250;  that  1  per  cent,  of  the 
amount  of  each  person’s  insurance  subscribed  for  lias  been  paid 
in  by  each  member  respectively;  that  the  aggregate  amount  of 
$4,032.50,  representing  1  per  cent,  of  the  total  amount  of  insur¬ 
ance  subscribed  for,  was  on  deposit  in  bank  on  above  date  to  the 
credit  of  the  said  association.  The  records  of  the  new  association 
show  receipts  of  $6,069.20  and  disbursements  of  $1,854,  with  a 
net  balance  of  $4,215.20,  and  this  amount  was  in  bank  to  credit 
of  said  association  on  date  of  this  examination.  The  above  dis¬ 
bursements  represent  moneys  returned  to  subscribers  through 
their  councils.  The  excess  amount  now  on  band,  $182.70,  over 
the  required  1  per  cent,  of  the  insurance  subscribed  for  —  per 
applications  filed  —  the  officers  explained,  was  caused  by  some  of 
the  original  subscribers  not  having  signed  and  returned  the  new 
form  of  application,  although  their  subscription,  1  per  cent.,  was 
paid  when  first  application  was  filed. 

It  appears  that  this  association  is  composed  of  members  of  a 
voluntary  association,  which  is  doing  business  under  the  same 
name  (American  Benefit  Association),  organized  April  29,  1899, 
and  insuring  only  members  of  the  Junior  Order  Enited  American 
Mechanics.  It  is  said  the  voluntary  association  will  cease  doing 
business  after  the  incorporated  association  has  been  fully 
organized. 

The  members  of  the  voluntary  association  bein«’  desirous  of 
obtaining  all  the  privileges  accorded  fraternal  beneficiary 
societies  organized  under  the  Insurance  Law,  have  taken  proper 
legal  steps  to  obtain  a  preliminary  certificate  of  incorporation,  and 
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the  same  was  issued  by  former  State  Superintendent  Hotchkiss 
in  March,  1911. 

The  following  are  present  officers  of  the  new  association: 

Charles  Ehret,  President. 

Frederick  E.  Parker,  Secretary. 

Edward  J.  Bridges,  Treasurer. 

Filed  with  the  papers  of  this  examination  are  schedules  giving 
names  of  the  subscribers,  etc.,  and  an  affidavit  of  Frederick  E. 
Parker  and  Edward  J.  Bridges,  secretary  and  treasurer  respec¬ 
tively  of  the  said  new  association  is  attached  hereto. 


INDEPENDENT  ORDER  BRITH  ABRAHAM  OF  THE 
UNITED  STATES  OF  AMERICA  * 

New  York,  N.  Y. 

Examination  on  condition  as  of  December  31,  1912. 

Report  dated  March  24,  1913. 

Examiners :  Wilbur  F.  German  and  William  A.  Billingham. 


Ledger  Assets 

Cash  in  bank  on  interest . 

Cash  in  bank  not  on  interest . 

Mortgage  loans  on  real  estate . 


Real  estate  owned .  $29,373  90 

Less  mortgage  incumbrance .  10.000  00 


New  York  City  bonds 


$104,474  78 
18,318  90 
126,500  00 


19,373  90 
250,000  00 


Total  Ledger  Assets .  $518,667  58 

I 

~N on-Ledger  Assets 

Interest  accrued  .  $5,478  20 

Assessments  in  course  of  collection  not  over 

thirty  days  due .  26,008  76 


Total  Non-Ledger  Assets 


31,486  96 


Total  Assets 


$550,  154  54 
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Deduct  Assets  Not  Admitted 

Book  value  of  bonds  over  market  value .  $3,200  00 

Total  Admitted  Assets  .  $546,  954  54 

Liabilities 


Death  claims  .  $137,  000  00 

Accrued  bills  .  254  39' 

Headstone  deposits .  4,  150  00 


Total  Liabilities  .  141,404  39 

Balance  of  Assets  over  Liabilities .  $405,550  15 


A  statement  of  the  income  and  disbursements  for  the  year 
ending  December  31,  1912,  is  as  follows: 

Balance  Ledger  Assets,  December  31,  1911 . .  ..  $489,916  95 


Income 


Assessments .  $607,  609  53 

Charity  fund,  from  entertainments .  13,048  97 

Lodge  supplies  .  489  98 

Withdrawal  card  fees  .  275  00 

Certificate  fees  .  3,  068  60 

Headstone  deposits  .  5,  164  25 

Interest  from  all  sources .  19,753  26 


Total  Income 


649,409  59 


Total 


$1,  139,  326  54 


Disbursements 

Death  claims  .  $549,  430  02 

Reimbursements  to  Leon  Sanders,  Grand  Mas¬ 
ter,  by  convention,  for  expenses  incurred..  2,000  00 

Donations  by  convention: 

To  H.  Hershkowitz  .  1,  638  08 

To  District  Deputy  of  Philadelphia,  Pa .  100  00 

Donations  by  executive  committee: 

To  Emanuel  Pisko .  400  00 

To  Lawrence  strikers  .  1,  532  00 

To  Jos.  Blaustein  .  300  00 

To  M.  Blatzner .  100  00 

To  A.  Jablinowsky .  100  00 

Charitable  donations: 


From  general  fund .  $7,580  00 

From  charity  fund .  10,574  09 


18,  154  09 
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Withdrawal  fees  .  $242  25 

Donation  to  employees .  257  00 

Building  alterations,  furniture,  etc .  3,  138  76 

Picnics,  entertainments,  etc .  1,037  80 

Care  of  cemetery .  1,561  00 

Headstones  and  reserve  graves,  deposits  re¬ 
turned  . 4,437  60 

Adjustment  of  book  value  of  bonds  to  par  value  3,425  00 

Management  expenses  .  32,  805  36 


Total  Disbursements  .  $620,658  96 

Balance  (ledger  assets) .  $518,667  58 


Organization 

This  association  commenced  business  as  a  fraternal  beneficiary 
order  on  February  7,  1887,  and  was  reincorporated  under  article 
VII  of  the  Hew  York  insurance  law  in  1894.  It  carries  on  busi¬ 
ness  strictly  on  the  assessment  plan,  levying  assessments  for  each 
fund  separately,  through  the  subordinate  lodges.  It  issues  death 
benefit  certificates  in  the  sum  of  $500  and  accepts  as  members 
Hebrew  people  exclusively,  both  male  and  female.  The  rates  of 
assessments  charged  are  the  same  for  all  members,  regardless  of 
age. 


Reserve  Fund 

The  assessment  for  this  fund  is  20  cents  per  year  for  each 
member,  and  the  constitution  provides  that  same  shall  not  be 
used  for  any  purpose  whatever,  other  than  safe  investment,  ex¬ 
cept  in  case  of  emergency  to  pay  death  benefits,  and  only  upon 
the  consent  of  three-quarters  of  the  subordinate  lodges  by  a  two- 
thirds  majority  vote  of  the  members  of  each. 

The  balance  to  the  credit  of  this  fund  at  the  time  of  this  ex¬ 
amination  was  invested  in  cash  deposited  in  banks,  mortgage 
loans  on  real  estate,  Hew  York  Citv  bonds  and  a  certain  sum 
advanced  to  the  general  fund  for  the  purchase  of  the  real  estate 
which  is  used  as  the  home  office  of  the  order.  The  method  of 
carrying  the  latter  will  be  set  forth  later  in  this  report  under  the 
caption,  “Purchase  of  building. ” 
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A  statement  of  the  income  and  disbursements  of  this  fund  for 
the  year  ending  December  31,  1912,  is  as  follows: 

Balance  December  31,  1911 .  $398,943  57 


Income 


Assessments .  $32,576  27 

Interest  on  mortgage  loans  .  6,  612  47 

Interest  on  bonds  .  9,916  55 

Interest  on  bank  balances .  1,776  28 


Total  Income 


50,  881  57 


Total .  $449,  825  14 

Disbursements 

Adjustment  of  book  value  of  bonds  to  par .  3,450  00 

Balance  December  31,  1912 .  $446,375  14 


General  Fund 

The  general  fund  is  the  expense  fund.  At  the  last  convention 
held  in  May,  1912,  a  resolution  was  adopted  whereby  the  mem¬ 
bers  are  assessed  15  cents  each  per  annum  to  provide  for  this 
fund,  and,  in  addition,  the  interest  received  on  the  moneys  of  the 
endowment  fund  is  credited  thereto. 

The  question  arises  whether  the  use  of  interest  earned  on  the 
moneys  of  the  endowment  fund  for  general  expenses  is  in  vio¬ 
lation  of  sub-section  4  of  section  233  of  the  insurance  law,  which 
reads  as  follows : 

“  Every  provision  of  the  laws  of  a  society  for  payment  by  its  members,  in 
whatever  form  made,  shall  distinctly  state  the  purpose  of  the  same  and  the 
proportion  thereof  which  may  be  used  for  expenses,  and  no  part  of  the 
money  collected  for  mortuary  or  disability  purposes,  or  the  net  accretions  of 
either  or  any  of  said  funds,  shall  be  used  for  expenses.” 

A  statement  of  the  income  and  disbursements  of  the  general 

fund  for  the  year  ending  December  31,  1912,  is  as  follows: 

Balance  December  31,  1911 .  $1,153  95 

Income 

Assessments,  interest  and  miscellaneous  items.  $30,700  88 

Transferred  from  endowment  fund .  9,000  00 

Charity  receipts  credited  to  this  fund .  11,384  66 

Transferred  from  charity  fund .  2,466  51 


Total  Income 


53,  552  05 


Total  .. 

30 


$54,706  00 
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Disbursements 


General  expenses  .  $39,  118  37 

Charity  donations  .  10,  750  08 

Transferred  to  charity  fund  .  2,  000  00 


Total  Disbursements  .  $51,868  45 

Balance  December  31,  1912 .  $2,837  55 


Charity  Fund 

Prior  to  the  last  convention  the  income  of  the  charity  fund 
was  not  derived  from  any  regular  assessments  on  the  members, 
but  by  means  of  entertainments,  balls,  picnics,  etc.  At  the  said 
convention,  however,  the  following  resolution  was  adopted: 

“  That  in  addition  to  the  sum  fixed  as  a  per  capita  tax  necessary  for  the 
proper  management  of  our  Order  an  additional  sum  of  ten  cents  be  added 
as  heretofore  to  the  per  capita  tax,  which  shall  be  laid  aside  for  the  use 
of  the  Committee  on  Charity  for  distribution  among  those  entitled  to  our 
consideration  and  support.” 

It  seems  that  until  December  31,  1912,  the  receipts  for  charity 
were  credited  to  either  the  general  fund  or  the  charity 
fund.  On  the  above  date,  however,  we  find  a  transfer  of  $2,- 
466.51  from  the  charity  fund  to  the  general  fund.  In  explana¬ 
tion  of  this  it  was  stated  by  the  bookkeeper  that  this  sum  repre¬ 
sents  the  amount  due  the  general  fund  to  balance  accounts  for 
the  year  1912.  It  appears,  however,  that  the  above  amount  is 
too  large  by  the  sum  of  $1,101.09,  according  to  the  following 
statement  of  receipts  and  disbursements  of  the  general  fund  for 
charity  during  the  said  period  taken  from  the  order’s  records: 

Receipts 

Items  credited  directly .  $11,384  66 

Transferred  from  charity  fund .  2,466  51 

Total .  $13,  851  17 


Disbursements 

Donations .  $10,  750  08 

Transferred  to  charity  fund .  2,000  00 


Total .  12,  750  08 


$1,  101  09 


Balance  due  charity  fund 
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Section  8  of  the  constitution  provides  in  part  as  follows: 

“  The  committee  on  charity  shall  consist  of  fifteen  members,  including 
the  chairman,  who  shall  investigate  all  applications  of  members  in  distress 
referred  to  it  by  the  executive  committee.  Applications  for  relief  must 
be  made  to  the  executive  committee  through  the  lodge  of  the  member 
making  the  application  and  must  be  signed  by  its  president  and  its  secretary 
and  bear  the  seal  of  the  lodge.  The  committee  on  charity  shall,  after  due 
investigation,  have  the  power  to  allow  not  more  than  fifty  dollars  for  such 
relief;  and  shall  not  have  the  power  to  allow  a  larger  amount  unless  the 
matter  is  submitted  to  and  granted  by  the  executive  committee.” 

Tlie  actual  practice  of  the  charity  committee  when  an  applica¬ 
tion  for  charity  is  received,  is  to  refer  the  matter  to  a  sub-com¬ 
mittee  for  investigation  and  upon  receiving  a  favorable  report 
from  such  sub-committee,  a  single  check  is  issued  for  the  amount 
of  the  donation,  signed  by  the  grand  master,  grand  secretary  and 
the  chairman  of  the  charity  committee.  It  is  stated  by  the  officers 
of  the  order,  however,  that  in  many  cases  it  is  deemed  inexpedient 
to  pay  to  a  beneficiary  in  one  amount  the  sum  donated  to  him, 
the  idea  being  that  it  were  better  to  pay  over  smaller  amounts  at 
intervals  that  the  money  may  be  used  to  the  best  advantage.  In 
order  to  carry  out  this  plan  the  practice  in  such  cases  has  been  to 
issue  checks  for  the  full  amount  payable  to  the  beneficiary  or 
bearer.  The  checks  are  then  cashed  by  the  grand  secretary  and 
the  proceeds  placed  to  the  credit  of  his  private  account,  from 
which  he  pays  out  the  instalments  above  stated. 

We  believe  this  procedure  is  wrong  in  principle  and  should  he 
corrected  immediately.  We  would  respectfully  suggest  that  the 
chairman  of  the  charity  board  have  full  control  of  such  matters, 
except  the  signing  of  checks  should  continue  as  heretofore.  We 
believe  that  when  a  certain  donation  is  to  be  paid  in  instalments 
the  proper  way  to  handle  it  is  by  issuing  a  check  for  each  instal¬ 
ment  at  once,  payable  to  the  order  of  the  beneficiary,  and  the 
checks  handed  over  to  him,  as  his  needs  require,  either  by  the 
chairman  of  the  charity  committee  or  the  grand  secretary.  It 
would  be  well,  also,  for  the  chairman  of  the  charity  committee 
to  use  a  small  ledger  for  this  work,  crediting  each  donee  in  a 
separate  account  wfith  the  amount  donated,  and  charging  him 
with  each  instalment.  The  charity  department  should  he  kept 
wholly  separate  from  the  other  affairs  of  the  order  and  the 
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books,  records  and  canceled  checks  be  under  the  control  of  the 
chairman  who  should  be  held  solely  responsible  for  the  proper 
care  thereof. 

A  statement  of  the  charity  fund  for  the  year  ending  December 
31,  1912,  is.  as  follows: 

Income 

Balance  December  31,  1911 .  $517  83 

Income,  tickets,  donations,  etc .  $13,048  97 

Transferred  from  general  fund  .  2,  000  00 

Total  Income  .  15,  048  97 


Total .  $15,  566  80 


Disbursements 

Donations,  etc .  $11,911  89 

Transferred  to  general  fund  .  2,466  51 


Total  Disbursements  .  14,378  40 


Balance  .  . 


$1, 188  40 


Mortuary  or  Endowment  Fund 

The  mortuary  or  endowment  fund  is  maintained  by  assess¬ 
ments  upon  the  local  lodges  according  to  the  number  of  deaths. 
The  rate  is  the  same  for  all  members  regardless  of  age.  For  a 
number  of  years  past  it  has  been  fixed  nominally  by  the  conven¬ 
tion  at  per  death  upon  each  member  of  the  order,  but  it 
appears  that  if  this  rate  were  actually  levied  for  all  the  deaths  it 
would  produce  a  large  surplus  —  in  fact  over  $800  for  each  bene¬ 
fit,  whereas  the  amount  payable  is  the  same  in  all  cases,  viz. : 
$500.  Hence,  the  practice  of  the  management  is  to  levy  an  as¬ 
sessment  of  1/2$  up011  the  membership  for  the  number  of  deaths 
necessary  to  produce  the  amount  to  satisfy  the  total  benefits  due 
each  month.  The  result  is  that  the  actual  cost  is  much  less  than 
i/2^  for  each  death  per  member. 

A  statement  of  the  income  and  disbursements  of  this  fund  for 
the  period  of  this  examination  follows: 


Balance  December  31,  1911 .  $78,049  23 

Income 

Assessments .  534,  138  58 


Total 


$612, 187  81 
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Disbursements 

Benefits .  $549,  430  02 

Transferred  to  general  fund .  9,000  00 

Total  Disbursements  .  $558,430  02 

Balance  December  31,  1912 .  $53,757  79 

Cemetery  Fund 

Approximately  175  lodges  of  Greater  ISTew  York  contribute 
to  the  cemetery  fund.  The  order  owns  four  different  sections  in 
Washington  Cemetery,  having  purchased  them  at  various  times. 
All  were  paid  for  and  are  maintained  by  assessments  on  the  said 
lodges  amounting  to  ten  cents  per  member  annually.  Headstones 
are  required  for  all  graves  and  the  actual  cost,  not  exceeding 
$25  for  same,  is  deducted  from  the  amount  of  the  endowment. 
The  members  of  these  lodges  are  entitled  to  a  burial  plot  without 
further  charge.  In  the  event,  however,  the  widow  of  the  de¬ 
ceased  desires  a  grave  adjoining  that  of  her  husband  she  is 
required  to  pay  to  the  order  the  sum  of  $25. 

The  following  is  a  statement  of  this  fund  for  the  year  ending 


December  31,  1912: 

Balance  December  31,  1911 .  $11,252  37 

Income 

Assessments,  headstone  deposits,  interest,  etc .  9,254  93 

Total .  $20,  507  30 

Disbursements 

Headstone  deposits  returned,  care  of  cemetery,  etc .  5,998  60 

Balance  December  31,  1912 .  $14,508  70 

Minors’  Fund 


Section  15,  article  X  of  the  constitution  provides  as  follows: 

“  Sec.  15.  All  moneys  due  for  death  benefit  to  minor  children  who  are 
beneficiaries  of  a  deceased  member  shall  be  deposited  in  a  savings  bank  at 
interest,  each  death  benefit  to  be  deposited  in  a  separate  account  in  the 
name  of  the  Order  as  trustee  for  such  minor  or  minors,  and  not  to  be  with¬ 
drawn  therefrom  nor  paid  to  the  beneficiaries  until  said  minors  reach  the  age 
of  majority,  unless  a  guardian  of  the  property  of  such  minors  shall  be  duly 
appointed  by  a  Surrogate  Court  or  other  Court  of  competent  jurisdiction,  to 
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which  guardian  such  death  benefit  may  be  paid  for  such  minors  upon  pro¬ 
duction  of  a  certificate  of  the  appointment  issued  by  such  Court  and  proper 
proof  thereof,  and  upon  the  execution  of  such  a  release  as  shall  be  required 
by  the  Executive  Committee.” 

Past  Grand  Master  S.  Schelinsky,  was  elected  trustee  of  this 
fund  by  the  convention.  The  amount  of  each  such  benefit  is 
supposed  to  he  deposited  in  a  savings  bank  account  in  the  name 
of  the  order  as  trustee.  However,  several  books  were  found 
which  were  not  in  the  name  of  the  order  as  trustee,  and,  upon  tak¬ 
ing  the  matter  up  with  the  grand  trustee,  assurance  was  given 
that  wherever  possible  such  books  would  be  changed  in  accord¬ 
ance  with  the  section  of  the  constitution  above  mentioned. 

An  account  book  is  kept  showing  alphabetically  the  amount 
standing  to  the  credit  of  each  minor.  This  was  compared  with 
the  bank  books  and  found  to  agree.  The  total  amount  of  this 
fund  was  $30,919.86  at  the  time  of  this  examination. 

It  seems  that  prior  to  December  28,  1912,  the  method  followed, 
in  finally  settling  with  a  minor,  was  for  the  grand  trustee  to  draw 
the  amount  of  the  account  from  the  savings  bank  and  deposit 
it  to  the  credit  of  his  private  account  and  then  issue  his  private 
check  to  the  beneficiary.  Since  the  above  date,  however,  the 
procedure  has  been  to  re-deposit  such  moneys  in  a  special  account 
in  the  Germania  Bank  and  to  issue  checks  on  this  fund  in  settle¬ 
ment. 

We  recommend  that  the  trustee  of  this  department  open  up  a 
ledger  in  which  the  amount  due  each  minor  be  credited  in  a 
separate  account  and  interest  added  thereto  when  declared  by 
the  savings  banks.  This  would  consume  very  little  time  after 
the  current  accounts  are  properly  transferred,  and  the  result 
would  be  much  more  satisfactory  to  auditors  and  examiners,  as 
well  as  to  the  trustee  himself. 

Petty  Cash  Account 

Section  5,  article  VI,  of  the  constitution  provides  that  “  Ho 
check  drawn  by  the  grand  secretary  upon  the  general  account 
shall  be  valid,  or  paid,  unless  the  same  is  countersigned  by  the 
grand  master  and  grand  treasurer."  However,  during  1912  over 
$17,000  was  disbursed  by  the  grand  secretary  by  checks  bearing 
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only  his  signature,  by  virtue  of  a  resolution  of  the  executive 
committee,  dated  October  30,  1911,  granting  the  grand  secretary 
$1,000  per  month  to  be  deposited  in  bank  and  used  for  petty 
expenses.  There  was,  however,  an  average  of  nearly  $1,500  per 
month  deposited  to  the  latter’s  credit.  In  the  opinion  of  your 
examiners  he  does  not  confine  this  amount  strictly  to  the  pay¬ 
ment  of  petty  cash  items ;  neither  does  he  pay  same  by  check,  but 
instead  uses  cash  received  in  office  and  then  issues  checks  to  either 
his  own  order  or  in  favor  of  the  order,  and  deposits  them  as 
daily  receipts  in  lieu  of  cash. 

The  vouchers  covering  these  disbursements  are  practically 
worthless  as  a  means  of  verification,  very  few  indeed  being 
receipted  by  the  parties  to  whom  the  money  was  paid,  or  signed 
by  any  officer  of  the  society  other  than  the  grand  secretary. 

Considerable  difficulty  was  experienced  in  endeavoring  to 
verify  this  account.  The  checks  were  not  numbered  until  re¬ 
quested  by  your  examiners,  stubs  were  blank  in  several  instances, 
the  checks  missing  having  apparently  been  spoiled  or  destroyed, 
and  the  whole  account  shows  very  careless  business  methods,  to 
say  the  least. 

Your  examiners  are  of  the  opinion  that  all  checks  should  be 
drawn  to  the  order  of  the  payee,  receipts  demanded  and  properly 
filed ;  that  the  petty  cash  account  should  either  be  abolished  or 
the  checks  be  properly  signed,  as  provided  for  in  the  constitu¬ 
tion;  otherwise  the  account  is  subject  to  grave  abuses. 

Purchase  of  Building 

Upon  recommendation  of  the  grand  master,  the  last  convention 
authorized  the  executive  committee  to  purchase  the  property  at 
37  East  7th  street,  Uew  York  City,  for  the  sum  of  $19,000, 
plus  the  actual  cost  of  alterations.  This  building  has  been  used 
by  the  Grand  Lodge  as  its  headquarters  for  a  number  of  years. 
Accordingly  the  property  was  purchased  from  Mr.  Max  Schwartz, 
First  Deputy  Grand  Master  of  the  Order,  for  the  sum  of  $29,- 
373.90.  At  the  time  of  purchase  there  was  a  first  mortgage  of 
$10,000  in  favor  of  the  Dry  Dock  Savings  Bank,  which  institu¬ 
tion  refused  to  allow  the  order  to  redeem  the  title  of  the  property 
until  maturity. 
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The  resolution  of  the  convention  stated  that  the  cash  necessary 
for  this  purpose  should  be  borrowed  from  the  reserve  fund,  giv¬ 
ing  to  that  fund  a  mortgage  upon  the  property  containing  a  pro¬ 
vision  that  the  said  loan  may  be  reduced  as  often  as  the  executive 
committee  finds  it  possible  or  convenient  to  do  so.  Of  course  no 
mortgage  to  the  reserve  fund  could  he  given,  but  the  order’s 
method  in  handling  this  asset  is  to  treat  it  as  a  mortgage  loan 
from  the  reserve  fund,  and  it  so  enters  it  in  the  annual  statement 
to  the  insurance  department.  In  our  opinion  this  should  be 
changed  and  the  item  carried  according  to  its  true  nature. 

The  annual  rent  being  charged  for  the  space  occupied  by  the 
order  is  $2,600.  The  plan  is  to  transfer  the  balance  of  the  an¬ 
nual  rental,  after  the  payment  of  interest,  taxes,  insurance  and 
repairs,  etc.,  to  the  reserve  fund,  to  apply  on  the  amount  bor¬ 
rowed  from  it.  It  is  said  that  there  will  be  a  saving  each  year 
on  this  account,  and  that  within  a  comparatively  short  time  the 
building  will  be  held  and  owned  by  the  order  in  its  general  fund 
account.  The  grand  secretary  occupies  the  third  floor  of  the 
building,  for  which  he  pays  the  order  $25  per  month. 

The  following  is  a  statement  of  income  and  disbursements  of 
the  building  fund  from  July  15  to  December  31,  1912: 


Received  for  rent 


Income 


$1,583  00 


Disbursements 


Interest  on  mortgage .  $225  00 

Interest  to  reserve  fund  .  387  47 

Taxes  and  water  rent  .  175  90 

Insurance .  255  20 


Total  Disbursements 


1,043  66 


Balance 


$539  34 


Donation  to  Lawrence  Strikers 

This  represents  a  voluntary  contribution  made  by  the  mem¬ 
bers  of  the  order  for  the  benefit  of  the  striking  mill  workers  at 
Lawrence,  Mass.,  handled  through  the  grand  lodge  through  the 
second  deputy  grand  master,  J.  L.  Simon,  of  Massachusetts. 
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Donations  by  Convention 

The  last  convention  passed  resolutions  granting  the  following 
donations : 

To  Past  Grand  Master  Hershkowitz,  on  account  of  his  physical 
and  financial  condition  and  in  consideration  of  the  services  ren¬ 
dered  by  him  to  the  order  in  the  past,  amounting  to  a  tax  of  1 
cent  on  each  member  of  the  order.  The  sum  paid  on  this  ac¬ 
count  was  $1,638.08. 

To  Leon  Sanders,  the  present  Grand  Master,  for  the  purpose 
of  reimbursing  him  for  the  personal  expenses  incurred  on  behalf 
of  the  order  during  the  year.  This  amounted  to  $2,000. 

Embezzlement  of  A.  B.  Jaworower 

On  October  2,  1912,  the  grand  master,  Mr.  Leon  Sanders,  re¬ 
ceived  a  letter  from  Mr.  George  Sultan,  deputy  grand  master  of 
Illinois,  advising  that  Mr.  Jaworower,  the  counsel  of  the  order 
had  been  sending  out  his  own  personal  checks  in  payment  of  en¬ 
dowments  and  that  in  several  instances  such  checks  had  been 
protested  for  non-payment.  Mr.  Sultan  protested  vigorously 
against  this  method  of  transacting  the  order’s  business. 

The  minutes  of  the  executive  committee  show  that  upon  re¬ 
ceiving  such  letter  the  grand  master  made  inquiry  of  Grand  Sec¬ 
retary  Schoen  as  to  why  it  was  that  Jaworower  paid  endow¬ 
ments  with  his  own  personal  checks,  and  also  caused  an  investiga¬ 
tion  to  be  made  to  ascertain  whether  all  releases  were  in  the 
order’s  files  for  claims  supposed  to  be  paid.  It  was  then  dis¬ 
closed,  according  to  a  transcript  of  “  Record  of  the  proceedings 
at  the  special  meeting  of  the  executive  board  held  on  Saturday, 
Xovember  16,  1912,”  that  it  had  been  a  custom  of  the  grand  sec- 
retarv  to  deliver  checks  to  counselor  Jaworower  in  cases  “  where 

%J 

there  was  some  litigation,  or  different  claimants,  or  where  there 
was  some  special  releases  to  be  signed,  and  that  he  turned  these 
checks  over  to  him  with  instructions  to  do  whatever  is  neces¬ 
sary  for  him  to  do  as  counsel  and  after  delivering  the  checks  to 
the  proper  parties  to  return  to  Mr.  Schoen  releases.’’ 

The  minutes  of  the  executive  committee  show  further  that 
Grand  Master  Sanders  secured  from  Jaworower  a  confession  that 
he  had  embezzled  funds  of  the  order  to  the  amount  of  $7,730. 
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In  the  meantime  Grand  Secretary  Schoen  had  been  looking  up 
old  claim  papers  and  cancelled  endowment  checks,  and  found 
many  cases  where  Jaworower  had  filled  in  his  own  name  as  attor¬ 
ney  as  payee  of  checks,  when  checks  had  been  delivered  to  him 
with  no  name  of  payee  inserted,  other  cases  where  Jaworower  had 
interlined  after  the  name  of  the  payee  “  or  A.  B.  Jaworower, 
Atty.,  &c.,”  and  in  one  case  where  Jaworower  had  erased  the 
name  of  the  payee  with  acid  and  inserted  his  own  name  as  attor¬ 
ney  instead.  In  all  of  these  cases  Mr.  Jaworower  deposited  the 
checks  in  his  own  personal  bank  account.  In  many  instances 
properly  executed  releases  were  found,  but  in  several  others  such 
releases  were  not  found. 

A  demand  was  made  on  Jaworower  that  he  make  good  the 
amount  he  had  embezzled,  and  on  his  failure  to  do  so  the  grand 
master  caused  his  arrest,  and  reported  the  matter  to  the  executive 
board.  The  latter  appointed  a  special  committee  to  investigate 
the  matter,  and  it  reported  February  20,  1913,  that  the  embez¬ 
zlements  of  Jaworower  amounted  to  $15,683.89,  besides  a  salary 
advance  of  $500. 

Mr.  J aworower  is  now  at  liberty,  bail  having  been  provided  in 
the  sum  of  $5,000.  The  grand  master  states  that  he  (Jawo¬ 
rower)  is  making  efforts  to  raise  the  money  necessary  to  make 
good  the  losses  to  the  order,  hut  thus  far  without  success. 

Your  examiners  have  examined  the  endowment  claim  papers, 
releases  and  checks  to  an  extent  sufficient  to  convince  them  that 
the  figures  submitted  by  the  special  committee  are  correct. 

It  should  he  stated  that  the  order  has  issued  new  checks  to  the 
persons  who  were  the  victims  of  Jaworower,  and  said  checks  have 
been  duly  paid  over,  according  to  the  records. 

The  question  of  who  is  responsible  for  the  business  methods 
which  made  possible  these  embezzlements  is  a  natural  one,  and 
the  special  investigating  committee  appointed  by  the  grand  mas¬ 
ter  called  witnesses  and  took  testimony  (not  under  oath)  for  the 
purpose,  apparently,  of  reaching  a  conclusion  in  this  regard. 

The  constitution  of  the  order  provides  (section  9)  that  all 
death  benefit  checks  shall  be  signed  by  the  grand  master,  grand 
secretary  and  endowment  treasurer.  It  appears,  however,  that 
the  practice  has  obtained  of  signing  checks  in  blank  in  cases 
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where  the  grand  secretary  claimed  there  was  some  question  as  to 
who  was  the  beneficiary,  and  in  such  cases  signed  checks  were 
entrusted  to  the  grand  secretary  for  safekeeping  until  delivery. 
It  seems  that  Grand  Secretary  Schoen  admitted  that  wdien  the 
grand  master  objected  to  signing  blank  checks  he  assured  the  latter 
that  such  checks  would  remain  in  his  possession  until  the  proper 
names  were  filled  in.  The  fact  is,  however,  that  the  grand  secre¬ 
tary  delivered  many  signed  checks  on  which  the  name  of  a  payee 
did  not  appear.  When  asked  about  this  the  latter  stated  that  he 
never  gave  Jaworower  any  blank  checks  except  in  cases  where 
there  was  a  question  as  to  who  was  entitled  to  the  money.  He 
stated,  according  to  the  testimony,  that,  until  his  attention 
was  called  to  the  matter  by  the  grand  master,  after  the  Sultan 
letter  was  received,  he  never  knew  that  checks  were  returned  from 
bank  bearing  J aworower’s  name  on  their  face.  The  fact  seems  to 
be  that  Mr.  Schoen  never  himself  examined,  nor  caused  to  be 
examined,  anv  checks  returned  from  the  bank.  If  he  had  done 
so  he  would  have  discovered  that  all  through  the  years  1910,  1911 
and  1912  there  were  many  such  checks  returned.  Also,  if  any 
systematic  checking  had  been  done  to  ascertain  whether  properly 
executed  releases  wTere  on  file,  it  would  have  been  found  through¬ 
out  the  years  1911  and  1912  that  many  files  did  not  contain 
proper  releases,  checks  for  which  had  been  delivered  to 
Jaworower,  and  that  in  a  number  of  cases  releases  were  entirely 
missing. 

In  his  testimony  Mr.  Schoen  has  sought  to  shift  the  burden  of 
responsibility  for  examining  returned  checks  to  the  bookkeeper. 
While  it  is  undoubtedly  true  that  the  latter  ought  to  have  noted 
and  reported  these  irregularities,  especially  in  those  cases  where 
the  payee's  name  had  been  chemically  erased  and  also  where 
Jaworower7 s  name  had  been  interlined  as  payee,  yet  this  does  not 
relieve  the  grand  secretary  of  responsibility,  because  he  knew  that 
he  had  delivered  to  Jaworower  many  signed  checks  where  the 
payee’s  name  had  been  left  blank,  and  it  would  seem  that  ordi¬ 
nary  prudence  demanded  that  he  should  be  at  some  pains  to  ascer¬ 
tain  whether  such  checks  had  been  properly  filled  out  in  favor 
of  the  beneficiaries.  In  fact  he  admits  on  page  87  of  testimony 
that  there  may  have  been  complaints  made  to  him  on  account  of 
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non-payment  of  endowments,  but  that  be  did  not  give  any  weight 
to  it  because  he  trusted  the  man.  If  he  had  at  any  time  made  an 
investigation  with  this  object  in  view,  Jaworower’s  crooked  pro¬ 
ceedings  would  have  been  apparent  to  him  at  once. 

Furthermore,  it  does  not  appear  that  in  delivering  checks  to 
Jaworower,  Sclioen  confined  himself  to  cases  where  there  was 
litigation,  or  where  there  was  some  question  as  to  beneficiaries,  as 
he  testified.  The  Glemby  case  is  one  of  those  where  there  was  no 
question  about  beneficiary  (page  91  of  testimony)  ;  the  Koppel- 
man,  Rubin  and  Kwellwasser  cases  were  others.  ISTo  apparent 
reason  exists  why  payment  of  these  claims  should  have  been  made 
through  counsel.  In  all  of  these  cases  except  the  Koppelman 
case,  Jaworower  embezzled  the  funds.  But  what  are  known  as 
the  Brusower-Grayver  cases  probably  afford  as  flagrant  an  exam¬ 
ple  as  any  concerning  these  cTooked  transactions.  The  facts  in 
connection  therewith  appear  to  be  as  follows : 

The  testimony  shows  (page  85)  that  on  or  about  October  6, 
1912,  the  grand  master  instructed  Mr.  Schoen  not  to  deliver  any 
more  checks  to  Jaworower.  Subsequently  (see  page  84  and  96  of 
testimony),  Mr.  Schoen  delivered  a  check  to  Jaworower  in  pay¬ 
ment  of  the  Brusower  endowment.  Later  on  the  widow  made 
claim  for  the  endowment,  and,  in  response  to  Mr.  Schoen's  re¬ 
quest,  J aworower  came  to  the  office  of  the  order,  and  upon  learn¬ 
ing  the  situation  he  gave  the  widow  his  own  personal  check  in 
payment  of  her  claim.  After  the  widow  had  departed 
Jaworower  informed  Mr.  Schoen  that  he  did  not  have  any  funds 
in  bank  to  meet  the  check  he  had  just  given.  Thereupon  Mr. 
Schoen  gave  Jaworower  an  endowment  check  of  the  order,  which 
had  been  made  out  in  payment  of  the  “  Grayver  case,”  (check 
Xo.  15355)  and  said:  “  You  deposit  this- check  and  I  will  deposit 
the  cash  for  it  in  the  bank.”  This  check  was  cashed  bv  the  bank 

t/ 

on  October  29,  1912. 

Here,  then,  is  a  case  where  Mr.  Schoen  delivered  to  Jaworower 
a  signed  blank  check  for  the  express  purpose  of  enabling  the  lat¬ 
ter  to  make  an  improper  use  of  it,  namely,  to  deposit  it  to  his  own 
personal  credit  to  make  good  his  bank  account  so  as  to  meet  a  per¬ 
sonal  check  which  he  had  given  to  make  good  a  sum  previously 
misappropriated.  Examination  of  the  Brusower  check  shows  that 
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J aworower  inserted  after  the  name  of  payee,  “  Tillie  Brusower  ” 
the  words  “  or  A.  B.  J aworower,  Atty.,  &c.” 

It  has  been  intimated  by  Mr.  Schoen  to  your  examiners  that 
the  fact  that  blank  checks  were  delivered  to  Mr.  Jaworower  is  not 
of  much  importance,  since  Jaworower  did  not  coniine  his  em¬ 
bezzlements  to  the  proceeds  of  such  checks,  but  also  inserted  his 
name  as  payee  in  checks  wherein  the  name  of  payees  were  writ¬ 
ten.  Examination  reveals  the  fact  that  a  number  of  checks  were 
given  to  Jaworower  in  blank  before  he  began  the  practice  of  in¬ 
serting  his  own  name  as  an  alternative  payee. 

While  your  examiners  are  of  the  opinion,  after  a  careful  exam¬ 
ination,  that  to  Grand  Secretary  Schoen  attaches  the  great  weight 
of  responsibility  in  this  matter,  nevertheless  we  believe  the  grand 
master,  the  acting  grand  master  and  the  endowment  treasurer  are 
also  responsible.  The  purpose  of  the  order  in  adopting  a  pro¬ 
vision  in  its  constitution  that  all  endowment  checks  should  be 
signed  by  the  grand  master,  the  endowment  treasurer  and  the 
grand  secretary,  could  have  been  none  other  than  to  throw  around 
the  disbursement  of  these  funds  proper  safeguards,  and  when  the 
grand  master  and  endowment  treasurer  signed  checks  wherein 
the  names  of  payees  were  not  inserted,  they  thereby  nullified 
those  safeguards  which  it  was  intended  should  be  afforded  when 
that  provision  was  incorporated  in  the  constitution.  It  is  the 
fact,  however,  that  the  grand  master,  as  soon  as  the  true  condi¬ 
tion  of  things  was  brought  to  his  attention,  took  immediate  steps 
to  correct  the  abuses. 

Pursuant  to  a  recommendation  of  the  special  investigating  com¬ 
mittee  the  executive  board  has  adopted  a  resolution  which,  it  is 
believed,  will  make  impossible  a  repetition  of  embezzlements  like 
these.  Tht  resolution  referred  to  provides,  in  effect,  that  checks 
in  payment  of  all  claims  for  endowments  shall  be  signed  by  the 
grand  master,  grand  secretary  and  endowment  treasurer,  and 
made  payable  to  the  beneficiaries,  and  where  the  names  of  the 
beneficiaries  are  unknown  or  in  doubt,  that  check  shall  be  drawn 
to  the  order  of  the  Independent  Order  Brith  Abraham  as  trustee 
for  the  benefit  of  the  beneficiaries  or  heirs;  that  such  checks  shall 
be  deposited  by  the  grand  trustee  in  a  savings  bank  in  the  name 
of  the  order  as  trustee;  that  a  draft  on  such  account  shall  require 
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the  signature  of  the  grand  master,  grand  secretary  and  grand 
trustee;  that  savings  banks  be  required  to  pay  any  draft  upon 
such  accounts  by  check  or  draft  to  the  order  of  the  order  as 
trustee ;  that  such  checks  received  from  savings  banks  shall  be 
deposited  in  a  special  acount  to  be  known  as  the  “  Unclaimed 
Endowment  Account,”  and  that  payment  to  heirs  of  deceased 
members  shall  be  made  by  check  drawn  upon  this  special  account, 
which  shall  require  the  signature  of  the  grand  master,  grand 
secretary  and  grand  trustee. 

It  is  further  provided  that  the  grand  secretary  shall  be  directed 
to  open  a  special  account  in  which  shall  be  entered  the  names 
of  all  unclaimed  or  unpaid  endowments,  and  that  within  two 
days  after  endowments  are  usually  paid  he  shall  prepare  a  list 
in  duplicate  form  containing  a  transcript  of  such  account  and 
deliver  one  copy  thereof  to  the  grand  master  and  another  copy 
to  the  grand  trustee ;  that  the  grand  secretary  shall  at  the  same 
time  deliver  to  the  grand  trustee  all  checks  which  are  to  be 
deposited  to  the  credit  of  the  order  as  trustee  and  obtain  the 
grand  trustee's  receipt  therefor. 

Transfer  of  Funds 

Attention  is  respectfully  called  to  the  transfer  of  $9,000  from 
the  endowment  fund  to  the  general  fund.  It  was  stated  that 
this  amount  was  merely  borrowed  from  the  endowment  fund  to 
relieve  the  general  fund  pending  the  next  collection  of  the  per 
capita  tax. 

Annual  Statement 

The  annual  statement  which  has  been  filed  since  the  beginning 
of  this  examination  does  not  agree  with  this  report  in  the 
following  particulars : 

(1)  The  equity  in  the  real  estate  owned,  as  hereinbefore  men¬ 
tioned,  is  carried  as  a  mortgage  credited  to  the  reserve  fund. 

(2)  Xo  charge  is  made  in  the  statement  of  liabilities  for 
headstone  deposits  and  accrued  bills,  which  we  have  entered  in 
the  above  statement  as  $4,150  and  $254.39  respectively. 

(3)  The  order  carries  in  its  statement  an  item  of  $9,000  as  a 
liability  for  borrowed  money.  It  is  presumed  that  this  repre¬ 
sents  the  amount  loaned  the  general  fund  by  the  endowment  fund, 
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mentioned  above,  but  this  is  a  transfer,  and  while  the  former 
fund  is  liable  for  its  return,  it  is  not  a  liability  of  the  order  in 
the  ordinary  sense. 

Membership  and  Insurance 

The  membership  on  December  31,  1912,  was  172,226.  Each 
member  is  insured  for  $500.  The  number  of  subordinate  lodges 
was  666.  The  order  transacts  business  in  25  states  and  the 
District  of  Columbia. 

Investments 

In  the  opinion  of  your  examiners  the  investments  of  this  order 
are  of  a  high  class,  being  in  first  mortgages  and  New  York  City 
bonds,  with  the  real  estate  used  as  a  home  office  building,  above 
referred  to.  The  latter  has  not  been  appraised  by  this  depart¬ 
ment,  credit  being  given  for  the  amount  carried  as  its  cost  value. 

Conclusion 

It  is  apparent  from  the  foregoing  report  that  this  order’s 
usefulness  is  well  established.  The  beneficial  nature  of  the 
insurance  which  it  provides  to  a  class  of  citizens  which  are 
particularly  in  need  of  such  protection,  together  with  the  educa¬ 
tional,  social  and  eleemosynary  service  it  renders  to  its  members, 
makes  it  indeed  an  institution  worthy  of  the  highest  considera¬ 
tion.  Its  business  management  shows  much  improvement  over 
that  prevailing  on  former  examinations,  but  it  is  not  yet  ideal. 
In  other  words,  it  is  not  being  conducted  on  that  high  plane  of 
business  efficiency  which  an  organization  like  this  is  worthy  of. 

It  should  be  realized,  of  course,  that  an  institution  of  this 
kind  cannot  be  fully  or  perfectly  developed  in  a  comparatively 
short  time,  and  it  should  also  be  realized  that  the  officers  of  this 
order  are  handicapped  in  the  matter  of  details  in  dealing  with 
a  large  body  of  uneducated  persons,  some  of  whom  are  elected 
to  office  in  the  local  lodges,  but  this  does  not  excuse  them  from 
the  responsibility  of  providing  men  and  methods  which  will 
eliminate,  so  far  as  possible,  the  opportunities  for  larceny.  The 
extra  cost  of  such  service  when  spread  over  the  whole  membership 
is  small. 
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In  addition  to  the  recommendations  hereinbefore  made  we 
would  respectfully  add  the  following: 

(1)  That  this  report  be  printed  and  a  quantity  of  the  copies 
be  sent  to  the  grand  master  for  distribution  among  the  local 
lodges. 

(2)  That  the  minutes  of  the  various  boards  be  hereafter 
recorded  in  the  English  language. 

(3)  That  the  grand  secretary  cease  endorsing  checks  personally 
unless  drawn  directly  to  his  order. 

(4)  That  the  cashing  of  checks  by  the  order  be  discouraged. 

(5)  That  all  cash  book  entries  show  the  exact  dates  of  ah 
transactions. 


CATHOLIC  RELIEF  AND  BENEFICIARY  ASSOCIATION 

Auburn,  N.  Y. 

Examination  on  condition  as  of  October  31,  1912. 

Report  dated  November  23,  1912. 

Examiners:  John  L.  Train ,  Clarence  J.  Norton. 

This  association  was  incorporated  January  31,  1893.  It  trans¬ 
acts  the  business  of  insurance  on  the  assessment  plan  under  the 
lodge  system,  and  insures  Roman  Catholics  only,  of  both  sexes, 
between  the  ages  of  16  and  50  years. 

The  following  is  a  statement  of  the  income  and  disbursements 
from  October  1,  1911,  to  October  31,  1912,  inclusive,  covering 
a  period  of  thirteen  months.  This  period  is  used  for  the  purpose 
of  including  completely  the  financial  transactions  of  the  present 
administration. 

Balance  ledger  assets  September  30,  1911 .  $79,  132  44 

Income 

Assessments,  fees  and  per  capita  tax .  $154,720  40 

Interest .  3,  301  81 

Miscellaneous .  1.641  29 

Total  income  .  159,  6G3  50 


Total 


$238,795  94 
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Disbursements 

Death  claims  .  $132,  883  70 

Belief  claims  . .  6,  500  00 


Total  paid  to  members .  $139,383  70 

Assessments  returned  .  4  56 

Decrease  in  book  value  of  mortgage .  77  22 

Management  expenses  .  12,  871  56 


Total  Disbursements 


$152,337  04 


Balance  ledger  assets,  October  31,  1912 


$86,458  90 


The  ratio  of  expense  of  management  to  the  total  premium 
income  received  for  the  above  period  is  8xo  per  cent.,  which  is 
comparatively  low. 

We  find  the  financial  condition  of  the  association,  as  of  October 
31,  1912,  to  be  as  follows: 

Ledger  Assets 


Mortgage  loans  .  $37,  920  85 

Bonds,  book  value .  331  95 

Cash  in  banks  and  in  office .  48,206  10 


Total  ledger  assets 


$86,458  90 


Non-Ledger  Assets 

Interest  due  and  accrued  on  mortgages .  $573  53 

Assessments  collected  by  subordinate  lodges, 
not  yet  turned  over  to  the  supreme  council 

(estimated)  .  20,786  16 

-  21, 359  69 

Gross  assets  .  $107,  818  59 

Deduct  Assets  Not  Admitted 

Book  value  of  bonds  over  market  value .  331  95 


Total  admitted  assets 


$107,486  64 


Liabilities 


Unpaid  death  claims .  $40,078  78 

Unpaid  relief  claims .  280  00 

Bills,  salaries,  etc.,  due  and  accrued .  1,320  20 


Total  liabilities 


41,678  98 


Balance 


$65,807  66 
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Assets 

Mortgages:  Tlie  association  has  sixteen  loans  on  real  estate, 
amounting  to  $37,920.85.  Nine  of  the  loans  bear  interest  at  the 
rate  of  6  per  cent.,  and  seven  at  5  per  cent.  A  schedule  of  the 
mortgage  loans  is  attached  to  this  report. 

Bond:  The  association  owns  one  bond,  which  was  due  in  1904, 
issued  by  the  city  of  Rochester  and  town  of  Gates.  The  face  of 
the  bond  was  $1,000  and  there  remains  an  unpaid  balance  of 
$331.95.  It  is  doubtful  whether  this  balance  will  be  paid,  and 
the  amount  thereof  has  been  deducted  as  an  asset  not  admitted. 

The  mortgages  and  the  above  bond  are  kept  in  the  custody  of  the 
supreme  president,  who  resides  in  Dunmore,  Pa.  We  recommend 
that  all  assets  of  this  character  be  kept  in  Auburn,  R.  Y.,  the 
home  office  of  the  association. 

Liabilities 

Unpaid  Bills:  As  there  has  been  some  dispute  over  many  of 
the  items  included  as  unpaid  bills  on  October  31,  1912,  a  state¬ 


ment  of  the  individual  items  is  given  as  follows : 

Charles  T.  Whelan .  $79  96 

James  M.  E.  O’Grady .  597  4*8 

Mrs.  Honora  O’Neill  for  printing  November,  1911,  bulletin..  254  79 

Mrs.  Honora  O’Neill  for  supplies .  32  00 

Mrs.  Honora  O’Neill  for  profits  on  December,  1941,  and  Jan¬ 
uary,  1912,  bulletins .  235  72 

Rent .  100  00 

Fees  of  medical  adviser .  20  25 


Total  unpaid  bills .  $1,320  20 


The  following  constitutes  the  disputed  items: 

Bills  of  Charles  T.  Whelan  and  Jaynes  M.  E.  O’ Grady :  Former 
Supreme  President  O’Eeill  requested  Mr.  Whelan  and  Mr. 
O’Grady,  to  be  present  at  the  Pittsburg,  Pa.,  convention  held  in 
September,  1911.  The  present  administration  claims  that  neither 
of  the  attorneys  rendered  any  service  to  the  association,  but  were 
employed  personally  by  the  said  supreme  president,  and  it  has 
therefore  refused  to  pay  such  bills  from  the  funds  of  the  associa¬ 
tion.  The  original  bill  rendered  by  Mr.  O’Grady  amounted  to 
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$76.96.  After  this  bill  had  been  rejected  by  the  trustees,  Mr. 
O’Grady  withdrew  the  same  and  rendered  a  new  bill  itemized  as 

e / 

follows : 


Legal  services  in  various  cases .  $120  00 

Services  at  Pittsburg .  450  00 

Disbursements  at  Pittsburg .  27  48 


Total .  $597  48 


It  is  stated  that  the  association  is  willing  to  pay  the  $120  for 
legal  services  performed,  but  will  reject  the  other  items  mentioned. 

In  our  opinion  a  fee  of  $225  a  day  for  services  rendered  at  the 
convention,  whether  for  the  association  or  not,  is  exorbitant. 

Bills  of  Mrs.  Honora  O'JS  eill:  Mrs.  O'Xeill,  prior  to  Decem¬ 
ber,  1911,  had  printed  and  issued  the  monthly  bulletin  of  the 
association  for  which  she  received  25  cents  for  each  member.  In 
X ovember,  1911,  the  supreme  president,  Mr.  Boland,  notified  her 
not  to  issue  the  bulletin.  However,  she  did  issue  it  for  Xovember, 
and  her  bill  for  that  number  amounted  to  $254.79.  The  supreme 
president  refused  to  permit  Mrs.  O'Xeill  to  issue  any  further 
editions,  although  the  latter  claimed  she  had  a  contract  to  issue 
the  December,  1911,  and  January,  1912,  numbers.  A  dispute 
having  arisen  as  to  the  contract  a  summons  in  an  action  brought 
by  Mrs.  O'Xeill  was  served  on  the  association.  Xo  complaint  was 
served  with  the  summons,  but  we  understand  the  suit  was  brought 
for  the  $254.79  due  on  the  Xovember  edition,  $235.72  as  profits 
which  she  claims  would  have  been  made  had  she  been  permitted 
to  issue  the  December  and  January  bulletins,  and  $32  for  sup¬ 
plies  furnished  the  present  printer  of  the  bulletin.  After  due 
investigation,  we  believe  that  Mrs.  O’Xeill  is  entitled  to  her 
regular  fee  for  the  Xovember  edition  of  the  bulletin,  and  we 
recommended  to  the  present  officers  that  it  be  paid,  which  was 
promptly  done.  The  officers  also  agreed  to  pay  the  $32  for  sup¬ 
plies  if  it  should  be  found  that  they  were  actually  furnished.  As 
to  the  profits  on  the  December  and  January  bulletins,  we  express 
no  opinion,  believing  that  the  question  of  liability  can  best  be 
decided  by  the  courts. 
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Changes  in  Officers  and  Trustees 

The  controversies  now  existing  within  the  association  have 
arisen  since  the  Pittsburg  convention  held  in  September,  1911. 
Prior  to  that  date  any  dissension  within  the  association  was 
personal,  only,  and  did  not  affect  the  order  as  an  entity.  Various 
reasons  have  been  assigned  regarding  the  changes  effected  at  the 
Pittsburg  convention.  It  can  he  said  that  some  of  the  trustees 
desired  to  remove  the  supreme  recorder  from  her  office.  Vie  have 
heard  no  criticism  of  her  in  her  official  capacity,  all  seeming  to  be 
agreed  that  she  was  capable  and  efficient.  That  it  was  a  personal 
dispute  mostly,  seems  to  he  the  fact.  Vie  do  not  believe  it  our 
duty  to  express  any  opinion  as  to  the  merits  of  the  case.  Suffice 
it  to  sav  that  there  is  nothing  to  show  that  the  members  themselves 
were  affected  or  especially  interested  in  its  outcome.  It  did  not 
affect  them  financiallv  nor  did  it  seriouslv  affect  the  actual  manage- 
ment  of  the  order. 

Prior  to  the  convention  of  1911,  the  following  were  the  officers 


and  trustees: 

Supreme  President,  Thomas  H.  O'Xeill . Auburn,  X.  Y. 

First  Supreme  Vice-President,  Joseph  P.  Henry . Rochester,  X.  Y. 

Second  Supreme  Vice-President,  Julia  Simonson . 

Supreme  Treasurer,  James  L.  McGarr . Auburn,  X.  Y. 

Supreme  Recorder,  Margaret  H.  Graney . Auburn,  X.  Y. 


Supreme  Trustees:  Joseph  P.  Henry,  Reverend  W.  F.  Dougherty,  Catherine  F. 
McGee,  Michael  G.  Langan,  P.  F.  Milmoe,  John  Holihan,  John  Casey. 

At  the  convention  above  mentioned,  the  following  officers  and 


trustees  were  elected: 

Supreme  President,  Timothy  E.  Boland . Dunmore,  Pa. 

First  Supreme  Vice-President,  Michael  J.  Reynolds . Marinette,  \\  is. 

Second  Supreme  Vice-President,  Helen  Hines . Albany,  X.  Y. 

Supreme  Recorder,  Margaret  Graney . Auburn,  X.  \. 

Supreme  Treasurer,  James  L.  McGarr . Auburn,  X.  T. 


Supreme  Trustees:  Joseph  P.  Henry,  Reverend  \V.  F.  Dougherty,  Catherine  F. 
McGee,  Michael  G.  Langan,  Mrs.  B.  E.  Flanagan,  Frank  Felts,  Thomas  P. 
Horan. 

These  officers  were  installed  in  September,  1911. 
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Charges  Against  Present  Administration 

Tlie  various  charges  made  concerning  the  conduct  of  the  affairs 
of  the  association  since  October  1,  1911,  have  been  investigated 
b}r  us,  and  we  report  thereon  as  follows: 

1.  It  is  charged  that  the  levying  of  two  additional  assessments 
for  the  beneficiary  fund,  from  which  death  claims  are  paid,  was 
not  warranted  by  the  existing  conditions.  It  seems  that  at  a  meet- 
ing  of  the  board  of  trustees  held  on  September  27,  1912,  a  resolu¬ 
tion  was  adopted  which  provides  for  the  levying  of  two  extra 
assessments  on  all  members  for  this  fund,  each  being  at  the  same 
rate  as  the  regular  monthly  assessment.  In  pursuance  of  this 
resolution,  the  first  assessment  was  called  October  1,  1912,  to 
be  paid  on  or  before  November  1,  1912,  and  the  second  was  called 
November  1,  1912,  to  be  paid  on  or  before  December  1,  1912. 

We  find  the  claims  unpaid  on  October  31,  1912,  subdivided  into 
two  classes,  to  be  as  follows: 


Approved,  not  due .  $16,500  00 

Xot  yet  approved .  6,500  00 

Proofs  incomplete  .  5,  500  00 

Doubt  as  to  proper  beneficiaries .  1,878  78 

Resisted .  9,  700  00 


Total .  $40,078  78 


We  find  that  the  balance  in  the  beneficiary  fund  on  October  1, 
1912,  the  date  of  the  calling  of  the  first  assessment  was  $21.95, 
and  the  unpaid  death  claims  amounted  to  $37,578.78,  of  which 
claims  amounting  to  $9,700  was  resisted. 

As  one  assessment  will  produce  only,  approximately,  $10,500, 
it  is  clear  that  all  the  death  claims  could  not  be  promptly  paid 
from  one  assessment.  It  should  be  the  aim  of  every  association 
to  pay  death  claims  promptly  after  approval,  although  the  by-laws 
of  this  association  provide  that  the  payment  of  claims  shall  not  be 
due  until  ninety  days  after  approval.  However,  there  is  no  con¬ 
tention  that  the  claims  should  not  be  paid  until  due. 

As  shown  above,  the  unpaid  death  claims  on  October  31,  1912, 
amounted  to  $40,078.78.  The  balance  in  the  beneficiary  fund 
on  the  same  date  was  $3,931.53.  It  is  therefore  evident  that  the 
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death  claims  could  not  be  promptly  paid  and  that  there  was  a 
necessity  for  levying  additional  assessments. 

The  association  has  agreed  not  to  suspend  any  members  who  do 
not  pay  the  extra  assessments  on  or  before  the  date  due.  The 
members  should  have  at  least  thirty  days  after  receipt  of  the  official 
bulletin,  which  contains  the  notice  of  assessments,  in  which  to  pay 
such  assessments.  Up  to  November  15,  1912,  $9,643.11  had 
been  collected  on  assessment  168,  the  regular  October  call,  and 
$4,101.44  on  assessment  169,  the  special  call. 

2.  It  is  charged  that  the  association  had  no  right  to  levy  a  per 
capita  tax  of  $2  on  the  members. 

At  a  meeting  of  the  board  of  trustees  held  May  9,  1912,  a  resolu¬ 
tion  was  adopted  to  appeal  to  each  member  to  pay  the  sum  of  $2 
to  help  in  the  upbuilding  of  the  order.  Such  appeal  was  sent  to 
the  members  in  the  form  of  a  letter.  From  the  wording  of  the 
letter  it  could  be  inferred  that  the  amount  collected  was  to  be  used 
for  expenses.  The  officers,  however,  state  that  they  intended  to 
use  this  tax  for  the  payment  of  death  claims.  Some  of  the  mem¬ 
bers  objected  to  paying  this  assessment  and  complaint  was  made 
to  the  Insurance  Department  that  the  assessment  was  illegal  and 
not  made  in  accordance  with  the  by-laws  or  policy  contracts.  The 
Department  requested  an  explanation  of  the  association  and  on 
September  27,  1912,  the  previous  resolution  levying  the  said  per 
capita  tax  was  rescinded.  Only  $169  was  collected  on  this  call 
and  this  amount  is  held  in  a  separate  fund.  Upon  request  of  the 
members  it  has  been  used  to  apply  on  extra  assessments  now  being 
collected. 

It  is  admitted  by  the  present  officers  that  the  levying  of  the  extra 
per  capita  tax  was  not  authorized  by  the  by  laws  but  it  is  claimed 
by  them  that  as  certain  beneficiary  funds  had  been  used  for 
expenses  under  the  previous  administration,  in  making  good  such 
transfers  each  member  should  pay  the  same  amount,  each  having 
received  the  same  benefit.  This  so-called  transfer  is  referred  to 
later  in  this  report. 

3.  It  is  charged  that  after  paying  the  convention  expenses  of 

1911,  the  balance  remaining  from  the  July,  1911,  assessment 

should  be  credited  to  the  beneficiarv  fund. 

«/ 
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At  a  meeting  of  the  trustees  held  on  June  8,  1911,  the  follow¬ 
ing  resolution  was  adopted: 

“  It  is  resolved  to  take  and  credit  to  the  General  Fund  all  of  the  July, 
1911,  assessment  for  the  purpose  of  meeting  the  expenses  of  the  triennial 
convention  to  be  held  in  Pittsburgh,  Pa.,  September  12,  1911,  and  if  there 
should  be  any  balance  from  such  assessment  remaining  after  the  expense 
of  that  convention  was  paid,  such  balance  remaining  should  be  placed  to  the 
credit  of  the  Beneficiary  Fund.” 

However,  it  appears  that  the  call  for  the  assessment  appearing  in 
the  official  bulletin  in  July,  1911,  read: 

“  The  amount  realized  from  this  call  will  be  placed  to  the  credit  of  the 
general  fund,  to  meet  requirements  to  October  1,  1911,  balances  remaining 
from  this  call  at  that  time  will  be  placed  to  the  credit  of  the  Beneficiary 
Fund.” 

There  is  a  dispute  as  to  how  the  call  was  changed  so  as  to  differ 
from  the  resolution  adopted  by  the  trustees.  The  call  was  signed 
by  both  Supreme  President  O’ETeill  and  Supreme  Recorder 
Graney.  Unquestionably  the  resolution  of  the  board  of  trustees 
controls  and  we  believe  that  it  should  be  complied  with. 

The  total  amount  collected  for  the  July,  1911,  assessment  was 
$10,267.36.  The  actual  disbursements  on  account  of  the  con¬ 
vention  amounted  to  $6,070.99,  and  there  remains  unpaid  dis¬ 
puted  bills  of  $557.14.  The  balance,  therefore,  is  now  $3,638.93 
and,  in  our  opinion,  this  amount  should  he  transferred  from  the 
general  to  the  beneficiary  fund.  The  present  officers  inform  us 
that  this  will  be  done. 

4.  It  is  charged  that  the  notices  of  deaths  are  not  all  printed 
in  the  bulletin. 

■Section  19  of  the  by-laws  reads  in  part  as  follows: 

“  The  supreme  recorder  shall  thereupon  publish  an  official  notice  of  such 
death  of  the  deceased  member  (after  proofs  of  death  are  properly  filled  out.)” 

The  bulletin,  however,  prefaces  the  notices  of  death  with  this 
sentence : 

“To  our  members:  You  are  hereby  officially  notified  of  the  death  of  the 
following  named  members,  who,  at  the  time  of  death,  were  entitled  to  all 
the  benefits  of  the  association.” 

It  is  charged  that  six  claims  have  been  paid  for  which  no  publi¬ 
cation  has  been  made  in  the  bulletin.  We  find  that  it  has  been  the 
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practice  of  the  association  not  to  include  in  the  notices  of  death 
the  claims  which  are  resisted.  This  seems  logical  under  the 
wording  appearing  in  the  bulletin,  to  wit,  “  were  entitled  to  all  the 
benefits  of  the  association.'’ 

Of  the  six  claims  referred  to  us,  three  were  resisted,  one  was 
compromised,  one  there  was  doubt  as  to  the  proper  beneficiary  and 
one  was  omitted  which  should  have  been  included. 

In  our  opinion  all  notices  of  the  deaths  of  members  should  be 
printed  in  the  bulletin,  whether  or  not  the  proofs  are  complete. 
We  believe  the  wording  should  be  changed  so  that  the  members 
should  not  be  able  to  infer  that  the  current  assessment  call  is 
levied  to  pay  the  death  claims  of  only  those  deceased  members 
whose  names  appear  in  that  bulletin.  We  also  recommend  that 
the  death  claims  paid  be  listed  in  the  bulletin  issued  during  the 
following  month. 

5.  It  is  charged  that  payments  have  been  paid  to  administrators 
of  beneficiaries  who  predeceased  surviving  beneficiaries. 

The  by-laws  prescribe  that,  in  the  event  of  the  death  of  any 
beneficiary  named  in  the  certificate,  prior  to  the  death  of  the 
insured,  the  share  of  such  beneficiary  shall  be  divided  equally 
among  the  surviving  beneficiaries. 

Five  payments  of  death  claims  were  referred  to  us  for  investi¬ 
gation  concerning  this  charge.  Of  the  five  cases  we  find  that  in 
three  the  payments  were  made  to  administrators  of  beneficiaries 
Avho  died  after  the  insured.  Such  payments  are  legal.  In  one 
case  the  payment  of  the  benefit  was  made  to  the  legal  guardian  of 
seven  minor  children,  to  which  there  can  be  no  objection.  In  the 
fifth  case  we  find  that  the  payment  was  not  made  in  accordance 
with  the  by-laws.  In  this  case  there  were  two  beneficiaries,  one 
of  whom  predeceased  the  insured.  One-lialf  of  the  benefit,  $250, 
was  paid  to  the  administrator  and  the  remaining  one-half  to  the 
other  beneficiary.  It  appears  that  this  claim  was  approved  on 
August  1,  1911,  by  the  former  Supreme  President  O’Neill.  It 
was  paid  on  October  9,  1911,  and  the  checks  signed  bv  Supreme 
President  Poland.  The  payment  to  the  administrator  was 
probably  illegal  and  it  is  recommended  that  a  release  he  secured 
from  the  surviving  beneficiarv  of  any  claim  she  may  have  against 
the  association. 
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6.  It  is  charged  that  in  a  few  instances  there  has  been  extrava- 
gance  in  the  payment  of  expenses,  in  that  the  present  supreme 
president  has  been  making  useless  trips  and  necessitating  large 
payments  for  his  expenses.  We  find  that  since  October  1,  1911, 
the  expense  bills  of  the  supreme  president  amount  to  $547.98.  It 
is  claimed  by  Mr.  Boland  that,  on  account  of  the  charges  made 
against  his  administration,  he  has  been  compelled  to  visit  councils 
for  the  purpose  of  making  explanations.  In  our  opinion  the 
expenses  of  the  president  do  not  appear  exorbitant  or  unneces¬ 
sary. 

A  further  charge  is  made  that  one  of  the  trustees  received  $11 
to  reimburse  him  for  the  expense  of  a  dinner  at  which  the  trustees 
were  present.  The  trustees  are  allowed  $4  per  diem  and  mileage 
while  attending  meetings.  It  does  not  seem  to  us,  therefore,  that 
this  amount  should  have  been  paid  and  we  recommend  that  each 
trustee  repay  to  the  order  his  proportionate  share. 

7.  It  is  charged  that  the  present  administration  is  using  the 
official  bulletin  of  the  association  in  making  charges  against  the 
former  administration. 

The  controversy  between  the  two  administrations  reached  such 
a  point  that  anonymous  circular  letters  were  sent  from  Auburn, 
X.  Y.,  to  all  the  members  of  the  association.  These  letters  con¬ 
tained  charges  against  the  present  administration.  The  October, 
1912,  bulletin  contained  a  letter  written  to  the  Insurance  De¬ 
partment  of  this  State  by  Supreme  Recorder  Graney  in  answer 
to  such  charges  and  claiming  that  the  collection  of  the  Julv,  1911, 
assessment  for  general  fund  purposes  was  illegal,  thus  making 
that  a  charge  against  the  administration  of  Mr.  O'Xeill.  It  is 
undoubtedly  true  that  the  official  paper  should  contain  an  answer 
to  any  complaints  made  against  the  association.  It  should  not, 
however,  be  used  for  vindictive  purposes  even  though  it  is  be¬ 
lieved  that  the  charges  made  against  the  administration  were  not 

O  o 

justified. 

Y  e  recommend  that  this  report,  which  we  believe  contains  a  fair 
and  impartial  review  of  all  the  charges  on  both  sides,  be  printed 
in  full  in  the  official  bulletin  so  that  the  members  will  be  put  in 
possession  of  all  the  facts  concerning  the  matters  in  dispute. 
Should  any  other  complaints  be  made  against  the  association,  we 
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believe  that  they  should  first  be  brought  to  the  attention  of  the 
Insurance  Department  for  investigation,  and  the  result  of  such 
investigation  published. 

8.  It  is  charged  that  the  trustees  of  the  association  have  no 
power  to  engage  a  counsel  and  that  his  salary  is  an  unnecessary 
expense. 

The  trustees  at  a  meeting  held  on  May  9,  1912,  adopted  a  resolu¬ 
tion  to  engage  Frank  M.  Leary,  of  Auburn,  Y.  Y.,  as  counsel  to 
the  association  and  to  enter  into  a  contract  with  him  at  a  salary  of 
$500  per  year  and  traveling  expenses.  It  was  arranged  to  date 
this  salary  from  October  1,  1911,  and  that  it  should  be  in  lieu 
of  all  other  charges  for  fees  that  Mr.  Leary  might  have  against 
the  association.  We  find  that  the  following  amounts  have  been 
paid  to  Mr.  Leary  from  October  1,  1911,  to  October  31,  1912: 


Date  of  payment 

As  salary 

For 

expenses 

May  10,  1912 . 

.  $291  62 

$20  00 

August  20,  1912 . 

.  166  65 

35  05 

October  31,  1912 . 

.  41  66 

19  50 

$499  93 

$74  55 

Mr.  Leary  has  charge  of  all  the  legal  matters  pertaining  to  the 
association.  He  has,  apart  from  his  regular  employment,  installed 
a  new  system  of  accounting  in  the  supreme  recorder’s  office, 
which,  in  our  opinion  will  be  a  great  improvement  over  the  former 
system.  As  the  supreme  president  resides  in  Dunmore,  Pa.,  it  is 
almost  necessary  to  have  someone  in  Auburn  to  give  advice  con¬ 
cerning  the  affairs  of  the  association. 

During  the  year  1910,  the  legal  expenses  paid  by  the  association 
amounted  to  $1,026.90  and  in  1911,  $1,120.46. 

As  to  the  power  to  engage  counsel,  section  110  of  the  constitu¬ 
tion  provides  that : 

“  The  board  of  trustees  of  the  Supreme  Council  shall  make  all  contracts 
not  otherwise  provided  for,  and  make  a  report  of  their  actions  to  the  Supreme 
Council.” 

Also - 

“  Save  to  make,  alter  or  amend  the  laws,  except  as  herein  provided,  they 
shall,  with  the  supreme  president,  have  the  same  powers  during  the  recess 
of  the  Supreme  Council  as  said  Council  has  while  in  session.” 
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Funds  Used  for  General  Expenses 

For  a  number  of  years  prior  to  January,  1912,  the  notice  of 
assessment  stated  that  the  assessment  would  be  placed  to  the  credit 
of  the  beneficiary  fund  “  excepting  such  amounts  as  are  realized 
on  assessments  paid  by  members  who  entered  the  association  since 
(date  six  months  previous),  which  will  be  placed  in  the  general 
fund.” 

Pursuant  to  a  resolution  of  the  board  of  trustees  and  as  pro¬ 
vided  in  the  notice  of  assessment,  all  of  the  regular  monthly  assess¬ 
ment  levied  in  July,  1911,  and  amounting  to  $10,267.36,  was 
placed  to  the  credit  of  the  general  fund. 

It  is  claimed  by  the  administration  which  was  in  control  prior 
to  October  1,  1911,  that  this  could  be  done  under  section  9  of  the 
constitution,  which  reads: 

“Purpose  of  assessment. —  The  supreme  recorder,  when  making  a  call  for 
an  assessment,  shall  state  the  purpose  of  such  a  call,  and  what  percentage  or 
amount  thereof  is  to  applied  to  the  different  funds.” 

However,  section  7  of  the  petition  of  incorporators  states: 

“  A  general  fund  shall  be  established  and  maintained  by  dues,  fees  and 
penalties  as  provided  in  by-laws  of  the  society.” 


Also,  in  article  3,  section  6,  of  the  constitution  the  following 
appears  under  the  heading  “  Beneficiary  Fund  ” : 

“  The  member  shall  pay  not  less  than  one  assessment  each  month.” 

Further,  under  the  same  heading,  “  Beneficiary  Fund/’  sec¬ 
tion  8  provides : 

“Not  less  than  one  assessment  shall  be  levied  each  month.” 

It  therefore  would  appear  that  if  certain  monthly  assessments 
from  part  of  the  members,  or  if  one  monthly  assessment  from  all 
the  members  is  used  for  general  fund  purposes,  the  members 
would  not  pay  one  assessment  each  month  into  the  beneficiary 
fund.  The  constitution  contains  no  definite  provision  as  to  what 
receipts  shall  be  credited  to  the  general  fund.  The  laws  of  the 
order  are  capable  of  two  constructions  and  are  inconsistent  regard¬ 
ing  the  moneys  that  can  be  used  for  expenses.  It  is  recommended 
that  the  next  convention  amend  and  clarify  the  provisions  of  the 
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by-laws  regarding  the  general  fund.  In  our  opinion  at  least  one 
assessment  per  month  should  be  levied  on  each  member  for  the 
beneficiary  fund,  and  that  any  deviation  from  this  rule  weakens 
the  financial  strength  of  the  association.  No  assessments  from 
any  of  the  members  have  been  used  for  expenses  since  January  1, 
1912. 

Rates 

All  the  members  of  the  association  should  understand  that  their 
rates  of  assessment  ought  at  least  equal  the  National  Fraternal 
Congress  table  of  rates  and  that  the  portion  of  their  assessments 
not  needed  for  current  mortality  should  be  reserved  and  properly 
invested.  The  said  table  is  constructed  scientifically,  being  based 
upon  the  number  of  deaths  per  year  at  various  ages  among 
thousands  of  members  of  fraternal  associations.  If  a  lesser  rate 
is  paid  by  the  members,  a  deficiency  will  constantly  accumulate 
until  the  time  comes  when  it  will  have  to  be  provided  for  by  pro¬ 
hibitive  assessments,  or  financial  disaster  will  ensue. 

It  was  not  until  January  1,  1912,  that  this  association  adopted 
the  National  Fraternal  Congress  table  of  rates  and  this  affects 
only  new  members.  A  comparison  of  the  three  rates  at  various 
ages  now  being  paid  by  the  members  for  each  thousand  dollars 
of  insurance  is  shown  as  follows : 

ii 

i  Step  rate  paid  by 

Rate  paid  by  all  members  initiated  hi 

members  initiated  between  Nov.  1,  Rate  paid  by  new 


prior  to  Nov.  1,  1898  and  Jan.  1,  members  initiated 

Ages  1898  1912  after  Jan.  1,  1912 

18  .  .75  .70  .90 

20  .  .78  .74  .92 

25  .  .84  .80  1.04 

30  .  .92  .85  1.22 

35  .  .99  .90  1.45 

40  .  1.14  .99  1.76 

45  .  1.35  1.10  2.16 

50  .  1.65  1.41  2.71 

55 .  No  members  in-  1.85  No  members  in¬ 
itiated  over  50  itiated  over  50 

59 .  2.40  . 

Over  60  .  $3  per  month  . 


Table  1.  This  rate  applies  only  to  those  members  initiated  prior 
to  November  1,  1898,  all  the  members  at  that  time  being  placed  on 
the  same  rate  and  based  on  age  at  entry. 
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Table  2.  The  step  rate  plan  was  adopted  November  1,  1898,  and 
applied  to  new  members  initiated  after  that  date.  The  rate  in¬ 
creases  every  five  years  to  attained  age.  When  the  member  reaches 
the  age  of  GO  he  pays  $3  per  month  thereafter. 

Table  3.  Members  initiated  after  January  1,  1912,  have  their 
choice  between  Tables  2  and  3,  although  every  effort  is  being  made 
to  have  new  members  pay  the  Table  3  rates.  The  rates  of  this 
class  are  based  upon  the  regular  National  Fraternal  Congress 
table  of  mortality,  and  this  class  is  the  only  one  of  the  three  that 
can  be  considered  adequate. 

Hence,  we  find  the  members  of  the  association  paying  three 
different  rates.  Two  classes,  or  those  under  Tables  1  and  2,  are 
paying  inadequate  rates,  and  any  deficiency  arising  would  be 
caused  by  the  inadequacy  of  the  rates  of  the  members  in  those 
classes. 

It  is  recommended  that  the  subject  of  rates  be  given  careful 
consideration  by  the  members  at  their  next  convention,  so  that  the 
association  may  be  placed  on  a  strong  financial  basis.  Unless 
action  is  taken  by  the  members  it  will  be  necessary  to  levy  further 
additional  assessments  to  pay  the  death  claims  in  the  future. 

Official  Bulletin 

An  official  bulletin  is  issued  monthly  for  the  association,  its 

t/  7 

primary  purpose  being  to  issue  the  call  for  the  monthly  assess¬ 
ment.  It  also  contains  other  news  of  interest  to  the  members.  For 
a  number  of  years  the  bulletin  was  published  by  Mrs.  Honora 
O'Neill,  the  wife  of  the  supreme  president.  She  received  for  her 
services  a  compensation  of  twenty-five  cents  for  each  member,  this 
payment  being  made  from  the  general  fund.  Mrs.  O’Neill  paid 
the  printing  bills,  postage,  club  hire,  etc.,  and  any  balance  re¬ 
maining  would  represent  her  profit.  At  a  meeting  held  on  June  8, 
1911,  the  trustee  agreed  to  pay  Mrs.  O’Neill  $1,000  for  her 
equipment,  mailing  list  and  apparatus  used  in  publishing  and 
issuing  the  bulletin.  The  $1,000  was  paid  in  August,  1911.  Mrs. 
O’Neill  continued  to  publish  the  bulletin  until  November,  1911, 
and  paid  the  association  $5  per  month  for  the  rent  of  the  materials 
she  had  sold.  Since  December,  1911,  the  bulletin  has  been  pub- 
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lislied  by  Supreme  Trustee  Michael  G.  Langan,  of  Scranton.  He 
receives  twenty-five  cents  per  member  and  pays  $200  per  year  to 
the  association  for  the  rent  of  the  mailing  list,  etc.  Mr.  Langan 
claims  that  bis  net  profit,  excluding  bis  own  services  and  clerk 
hire,  does  not  exceed  $70  per  month.  We  recommend  to  the  mem¬ 
bers  for  consideration  that  the  bulletin  be  published  by  the 
association  itself,  thus  saving  any  profit  that  up  to  this  time  has 
been  received  by  individuals. 

fj 

We  also  recommend  that  the  bulletin  be  issued  on  the  first  of 
each  month,  thereby  giving  each  member  thirty  days’  notice  of 
assessments. 

Convention 

The  association  holds  a  triennial  convention,  each  council  being 
represented  by  a  delegate  for  each  250  members  or  fractional  part 
thereof,  and  one  additional  representative  for  each  additional  250 
members  or  majority  fraction  thereof.  Each  delegate  receives 
his  mileage  and  $4  per  diem  while  the  convention  is  in  session. 
The  expenses  of  the  convention  are  paid  from  the  general  fund  of 
the  association  and  the  cost  of  the  1911  convention  was  approx¬ 
imately  $6,600.  This  is  a  severe  drain  on  the  general  fund  and 
it  was  necessary  to  levy  one  assessment  on  all  the  members  to 
secure  sufficient  funds  to  pay  the  cost  of  the  1911  convention.  The 
income  to  the  general  fund  from  the  present  membership  will 
amount  to  approximately  $10,500  per  year  which  is  not  a  large 
income  from  which  to  pay  salaries,  expenses,  premiums  for  new 
members,  etc.,  and  to  further  the  extension  of  the  order.  It  is 
suggested  that  some  part,  at  least,  of  the  cost  of  the  convention  be 
defraved  by  the  separate  councils.  This  matter  should  have  the 
earnest  consideration  of  the  members. 

Membership 

On  December  31,  1911,  the  association  had  12,383  beneficiary 
members,  with  $10,748,500  of  insurance.  The  average  age  of  the 
members  was  fortv  vears.  On  October  31,  1912,  the  number  of 
beneficiarv  members  was  12,347  with  $10,932,500  of  insurance, 
and  the  number  of  councils  190.  The  number  of  members  in  the 
relief  class  was  2,173. 
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The  association  has  councils  located  in  ten  States  and  the  Dis¬ 
trict  of  Columbia  and  is  authorized  to  transact  business  in  four 
States.  Since  October  1,  1911,  three  new  councils  have  been 
organized. 

Salaries  of  Officers 
The  annual  salaries  of  the  officers  are: 


Salary 

Supreme  President,  Timothy  E.  Boland .  $1,000 

Supieme  Recorder,  Margaret  H.  Graney .  900 

Supreme  Treasurer,  James  L.  McGarr .  300 


Rone  of  the  other  officers  receive  a  salary. 

The  trustees  receive  $1  per  diem  and  mileage  for  attending 
meetings.  The  finance  committee,  composed  of  three  members, 
receives  $4  per  diem  and  mileage  for  auditing  the  hooks. 

The  supreme  treasurer  is  bonded  for  $4,000,  the  supreme 
recorder  for  $8,000  and  each  of  the  trustees  for  $1,000  each. 
The  financial  secretary  and  treasurer  of  every  subordinate  council 
are  also  bonded.  The  expense  of  these  bonds  is  paid  by  the  sub¬ 
ordinate  councils,  being  apportioned  according  to  membership. 

Conclusion 

The  following  is  a  summary  of  the  recommendations  made  in 

O  e 

this  report : 

1.  That  the  mortgages  and  bond  be  kept  in  Auburn,  R.  Y. 

2.  That  the  balance  of  the  July,  1911,  assessment,  remaining 
after  the  payment  of  the  convention  expenses  be  transferred  to  the 
beneficiary  fund. 

%j 

3.  That  all  notices  of  deaths  be  printed  monthly  in  the  bulletin 
and  also  all  death  claims  paid. 

4.  That  all  complaints  against  the  order  be  submitted  to  the 
Insurance  Department  for  investigation  before  they  are  answered 
through  the  official  bulletin. 

5.  That  the  members  earnestly  consider  an  adjustment  of  rates, 
to  the  end  that  all  members  will  pay  assessments  on  an  adequate 

basis. 

6.  That  the  members  take  up  for  consideration  the  question  of 
publishing  the  official  bulletin  under  the  direct  supervision  of  the 

association  itself. 
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7.  That  the  official  bulletin  he  issued  on  the  first  of  each  month 
so  that  each  member  will  have  thirty  days'  notice  of  assessments 
before  the  same  are  due. 

8.  That  the  members  consider  whether  all  convention  expenses 
should  be  paid  from  the  general  fund  of  the  association,  or  that 
part,  at  least,  should  he  defrayed  by  the  individual  councils. 

9.  That  the  constitution  be  carefully  revised  so  that  its  mean¬ 
ing  will  be  clear  and  not  inconsistent. 

We  believe  that  all  members  should  pay  the  extra  assessments 
now  being  levied.  They  can  be  assured  that  the  funds  collected 
will  be  used  only  for  the  payment  of  death  claims.  It  is  a  serious 
matter  for  a  member  to  allow  himself  to  be  suspended  and  the 
benefit  canceled,  and  it  should  not  he  allowed  to  happen  without 
due  and  serious  consideration. 


ECONOMIC  RELIEF  ASSOCIATION 

Geneva,  N.  Y. 

Examination  on  condition  as  of  July  16,  1912. 

Report  dated  July  29,  1912. 

Examiner :  Wilbur  F.  German. 

This  association  was  originally  incorporated  on  May  15,  1871. 
On  January  3,  1910,  this  Department  secured  possession  and  con¬ 
ducted  the  business  of  the  association  pursuant  to  an  order 
obtained  from  the  Supreme  Court  of  this  State.  After  the  liabil¬ 
ities  had  been  liquidated,  the  association,  on  April  14,  1910,  again 
resumed  the  transaction  of  business. 

This  association  was  again  examined  as  of  March  28,  1912, 
and  a  report  .thereon  showed  an  excess  of  liabilities  over  assets 
amounting  to  $1,469.14. 

Upon  the  filing  of  said  report  the  management  of  the  associa¬ 
tion  agreed  that  $543  charged  as  a  liability  for  unpaid  benefit 
claims  would  be  liquidated  immediately,  and  that  a  fund  of  $3,000 
would  he  paid  in  within  sixty  days.  Upon  request  of  the  associa¬ 
tion  it  was  given  until  July  16,  1912,  to  satisfy  the  Insurance 
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Department  that  its  promise  had  been  fulfilled,  and  for  the  pur¬ 
pose  of  ascertaining  the  same  this  examination  was  ordered.  As 
the  result,  I  respectfully  submit  the  following  report,  showing  the 
condition  of  the  association,  as  accurately  as  it  could  be  ascertained 
from  the  records  produced  and  information  obtained,  at  the  close 
of  business  on  July  16,  1912: 

Ledger  Assets 

.  $0  93 

.  918  75 


Total  ledger  assets .  $919  68 

Deduct  Assets  Not  Admitted 

Organizers’  balances  .  918  75 

Total  admitted  assets .  $0  93 


Cash  in  bank . 

Organizers’  balances 


Liabilities 

Certificate  claims  .  $3,  101  00 

Miscellaneous  bills  .  227  68 

Advances  made  by  directors  for  which  certifi¬ 
cates  have  been  issued  including  note  of  Man¬ 
ufacturers  and  Traders’  Bank,  Buffalo,  N.  Y.  1,573  60 


Total  liabilities 


4,902  28 


Excess  of  liabilities  over  assets 


$4,901  35 


A  statement  of  the  income  and  disbursements  from  March  28, 
1912,  the  date  of  the  last  examination,  to  July  16,  1912,  follows: 

Ledger  assets  March  28,  1912 .  $993  15 

Income 

Assessments .  $214  89 

Miscellaneous .  15  94 

Total  income  . 230  83 

Total .  $1,223  9S 
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Disbursements 


Sick  and  accident  claims .  $61  75 

Management  expenses  .  242  55 

Total  disbursements  .  $304  30 

Balance,  ledger  assets,  July  16,  1912..  . .  $919  68 


Assets 

Cash  in  Bank:  This  item  was  verified  from  association’s 
records  and  certificate  from  the  bank  in  which  the  cash  is 
deposited. 

Organizers  Balances:  Since  date  of  last  examination  the  agent 
to  whom  the  greater  part  of  the  sum  carried  in  this  account  was 
advanced  has  resigned  and,  in  the  opinion  of  your  examiner,  there 
is  little  probability  that  the  association  will  recover  any  part  of 
this  asset. 

Liabilities 

Death  Claims:  Three  unpaid  death  claims  are  outstanding, 
two  of  which  are  now  being  resisted.  The  other  claim  has  not 
been  paid  on  account  of  lack  of  funds. 

Disability  and  Funeral  Claims:  The  association  admits  full 
liability  on  these  claims  but  has  not  the  funds  with  which  to  pay 
them. 

Advances  Made  by  Directors:  At  various  times  advances  have 
been  made  by  the  directors  to  the  association  for  which  certificates 
have  been  issued  to  them.  These  certificates  are  promises  to  pay 
whenever  there  are  funds  sufficient  to  meet  them,  and  in  everv 
instance  they  were  issued  upon  a  resolution  of  the  executive 
committee. 

Note  Discounted  at  Manufacturers  &  Traders  Bank ,  Buffalo , 

N.  Y. :  In  March,  1910,  note  was  given  by  the  directors  of  the 

association  as  individuals  to  the  Manufacturers  &  Traders 

National  Bank,  Buffalo,  for  $1,175,  for  the  purpose  of  raising 

funds  required  by  the  Department  before  the  association  would  be 

allowed  to  resume  business,  at  the  time  it  was  in  possession  of  the 

Department.  This  note  was  signed  by  the  following  persons : 

Charles  J.  Vogt,  Gustave  A.  Hitzel, 

F.  C.  Hohman,  George  E.  Whitcomb, 

George  F.  Ditmars,  A.  W.  Hotaling, 

William  C.  Anker,  William  Stavenow. 
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This  note  was  for  four  months  but  was  renewed  several  times. 
Finally  the  bank  demanded  payment  in  full.  Some  of  the  persons 
above  mentioned  were  compelled  to  pay  the  same  on  or  about 
July,  1911,  except  $100  which  had  been  previously  paid  by  the 
association.  In  September,  1911,  the  following  resolution  was 
passed  by  the  executive  board,  and  the  certificates  mentioned 
therein,  a  copy  of  which  is  submitted  below,  were  issued : 

Meeting  of  the  Executive  Committee  of  the  Economic  Relief  Association. 

.Present:  R.  A.  Schnirel,  F.  C.  Hoffman  and  George  F.  Ditmars. 

Motion  made  by  Mr.  Ditmars,  that  a  certificate  be  issued  to  each  one,  who 
has  donated  towards  the  payment  of  the  $1,075  note  given  to  the  Manufac¬ 
turers  and  Traders’  National  Bank  of  Buffalo,  N.  Y.,  acknowledging  such 
donation  and  agreeing  to  repay  the  same  with  interest  whenever  a  sufficient 
fund  is  accumulated  in  the  expense  account  of  the  Association  from  which 
to  pay  the  same.  Seconded  and  carried. 


Copy  of  certificate  issued. 

HOME  OFFICE,  ECONOMIC  RELIEF  ASSOCIATION. 

September  8,  1911. 

This  is  to  certify  that  .  of  . ,  State  of 

New  York,  has  paid  the  sum  of  One  Hundred  Nine  Dollars  and  Sixty-five 
Cents  ($109.65)  on  the  note  of  the  Directors  given  to  the  Manufacturers 
and  Traders’  National  Bank  of  Buffalo,  N.  Y.,  and  that  the  same  is  to 
be  returned  to  him  with  interest  thereon,  whenever  a  sufficient  fund  is  ac¬ 
cumulated  in  the  expense  account  of  the  Association  with  which  to  pay  the 
same. 

ECONOMIC  RELIEF  ASSOCIATION, 

PER  George  F.  Ditmars, 

Supreme  President. 

It  appears  that  four  of  the  directors  refused  to  pay  their  share 
of  the  note  and  that  the  bank  brought  suit  in  October,  1911, 
against  one  Doctor  Gustave  A.  Hitzel  who  had  refused  to  pay 
upon  the  ground  that  the  renewal  notes  had  not  been  signed  by 
him.  The  bank  obtained  a  judgment  for  $446.46  being  the 
balance  still  unpaid.  It  is  said  that  Doctor  Hitzel  is  now  suing 
this  association  for  the  latter  amount  and  that  papers  have  been 
served  on  the  officers  at  Geneva  since  this  examination  was  begun. 

Salaries  of  Officers:  While  the  minute  book  shows  that  the 
supreme  president,  treasurer,  and  secretary  are  to  receive  a 
salary,  practically  nothing  has  been  paid  since  the  reorganization 
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and  no  amount  is  carried  as  such  in  the  liabilities  shown  in  this 
report. 

Settlement  of  Claims:  Several  claimants  of  the  association 
were  interviewed  by  your  examiner  concerning  a  proposed  settle¬ 
ment  of  their  claims  by  the  management  on  a  compromised  basis. 
Affidavits  and  written  statements  were  obtained  in  certain  cases, 
and  from  them  it  appears  that  when  it  seemed  to  the  officers  that 
money  needed  to  make  a  settlement  of  the  outstanding  claims 
would  be  raised  they  went  to  Buffalo  and  called  upon  nearly  all 
the  claimants  residing  there,  stating  to  them  that  the  affairs  of 
the  association  were  in  bad  shape  financially,  and  that  a  proposi¬ 
tion  was  made  looking  to  a  settlement  of  each  claim  on  a  30  per 
cent,  basis.  It  is  stated  that  the  claimants  were  told  that  if  they 
did  not  accept  this  settlement  they  probably  would  receive  noth¬ 
ing.  Those  who  accepted  the  proposition  were  told  that  they 
could  call  at  the  office  of  the  supreme  counsel  in  Buffalo  the  fol¬ 
lowing  week  and  receive  their  money,  but  the  offer  was  not  carried 
out.  As  the  result  several  members  have  placed  their  claims  in 
charge  of  attorneys. 

Increase  of  Liabilities :  Since  the  date  of  the  last  examination, 
the  unpaid  claims  have  increased  from  $1,543  to  $3,328.68,  or  116 
per  cent.,  while  the  assets  have  been  reduced  to  practically  nothing. 

Membership:  It  is  practically  impossible  to  ascertain  the 
extent  of  the  present  membership.  The  association’s  deputies  or 
collectors  have  resigned  and  others  have  not -been  appointed  in 
their  places.  Very  few  members  have  paid  their  assessments 
within  the  past  two  months. 

Conclusion 

It  is  obvious  from  the  foregoing  report  that  this  association 
is  insolvent.  Its  known  liabilities  exceed  the  admitted  assets  by 
nearly  $5,000.  It  has  given  up  its  office,  until  recently  located 
at  Geneva,  IST.  Y.,  and  the  office  furniture  at  the  time  of  this  exam¬ 
ination  was  at  the  railroad  freight  house  in  above  named  city  for 
the  purpose  of  shipping  to  Syracuse,  Y.  Y.,  the  plan  being  to 
open  an  office  at  the  latter  place  provided  the  association  continues 
in  business.  The  members  have  stopped  paying  their  assessments 
and  no  meetings  are  being  held  by  the  local  lodges.  There  seems 
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to  be  no  prospect  that  the  management  can  rehabilitate  the  associa¬ 
tion,  to  the  end  that  the  claims  will  be  met  and  new  business 
written.  Hence,  I  respectfully  recommend  that  application  be 
made  to  the  court  as  soon  as  possible  for  an  order  directing  that 
you,  as  Superintendent  of  Insurance,  be  placed  in  charge  of  the 
association’s  affairs  for  the  purpose  of  liquidation,  as  provided 
under  section  63  of  the  Insurance  Law. 


INDEPENDENT  ORDER  FREE  SONS  OF  ISRAEL 

New  York,  N.  Y. 

Examination  on  condition  as  of  July  31,  1912. 

Report  dated  October  2,  1912. 

Examiners :  W.  A.  Billingham  and  Wilbur  F.  German. 

Ledger  Assets 

Mortgage  loans  on  real  estate .  $995,830  00 

Cash  in  bank  and  trust  companies .  49,  850  85 

Total  ledger  assets .  $1,045,680  85 


Non-ledger  Assets 

Interest  accrued  on  mortgage  loans .  $11,  509  96 

Assessments  in  course  of  collection  not  over  30 

days  due  .  10,  115  95 


Total  non-ledger  assets .  21,625  91 


Total 


$1,  067,  306  76 


Liabilities 

Death  claims: 

Approved  —  payment  deferred  on  account  mi¬ 


nority,  insanity,  etc.,  of  beneficiaries .  $7,169  35 

Unapproved .  25,  000  00 


Total  death  claims .  $32,  169  35 

Assessments  paid  in  advance .  92  51 

Miscellaneous  bills  .  1,317  17 


Total  liabilities 


33,579  03 


$1,033,727  73 


Excess  of  assets  over  liabilities 
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A  statement  of  income  and  disbursements  from  January  1, 
1912,  to  July  31,  1912,  inclusive,  is  as  follows: 

Balance,  ledger  assets,  December  31,  1912,  as  per  order’s  rec¬ 
ords  .  $1,074,  133  97 


Income 


Mortuary  assessments  .  $144,631  20 

Expense  assessments  .  5,  151  50 

Reserve  fund  .  147  25 

Interest  on  bonds  and  mortgages .  23,425  34 

Interest  on  bank  deposits .  1,516  45 

Rent .  1,  883  18 

Sundries .  9  15 


Total  income 


176,764  07 


Total 


$1,250,898  04 


Disbursements 


Death  claims  .  $196,000  00 

Salaries .  2,333  31 

Dinners  to  executive  committee .  467  60 

Relief  fund  .  175  00 

Banquet,  Rochester  convention . 417  50 

Management  expenses  .  5,  823  78 


Total  disbursements 


205,217  19 


Balance,  ledger  assets,  July  31,  1912 


$1,045,680  85 


History 

This  order  was  started  in  the  year  1849  as  a  fraternal  society 
without  any  insurance  feature.  It  was  incorporated  under  chap¬ 
ter  107  of  the  Laws  of  1888  as  a  fraternal  beneficiary  society, 
section  2  of  its  charter  reading  as  follows: 

“  The  objects  of  said  organization  are  hereby  declared  to  be  for  the  culti¬ 
vation  and  promotion  of  charity  and  benevolence,  and  moral,  mental  and 
social  culture  among  its  members,  their  mutual  benefit  in  case  of  sickness 
or  distress,  proper  interment  for  their  dead,  and  provisions  by  means  of  en¬ 
dowments  for  their  widows  and  orphans,  and  such  beneficiaries  as  may  be 
duly  designated  by  the  members  of  said  organization,  in  accordance  with 
its  laws  and  rules  as  such  organization  may  adopt.” 


The  order  now  consists  of  ninety  subordinate  lodges  located 
in  the  States  of  Connecticut,  California,  Georgia,  Illinois,  Kansas, 
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Kentucky,  Louisiana,  Massachusetts,  Mississippi,  Michigan,  Mis¬ 
souri,  Yew  York,  Yew  Jersey,  Ohio,  Pennsylvania,  Rhode  Island, 
Tennessee,  Texas,  Virginia  and  Wisconsin. 

There  are  8,767  class  A  members  and  130  class  B  members. 
The  amount  of  insurance  in  force  is  $8,832,500. 

Each  member  pays  $1  per  year  to  defray  the  general  expense 
of  the  grand  lodge. 

There  are  51  members  not  at  present  affiliated  with  any  local 
lodge,  the  lodges  of  which  they  were  originally  members  having 
been  discontinued.  These  members  have  voluntarily  placed  them¬ 
selves  under  the  jurisdiction  of  the  grand  lodge,  and  are  required 
to  pay  a  fee  of  $5  per  year,  which  reverts  to  the  reserve  fund. 

Officers 

The  names  of  the  officers  are  as  follows : 

M.  Samuel  Stern,  Xew  York,  Grand  Master. 

Isaac  Baer,  Xew  York,  First  Deputy  Master. 

Henry  Jacobs,  Xew  York,  Second  Deputy  Master. 

Adolph  Bike,  Chicago,  Third  Deputy  Master. 

Abraham  Hafer,  Xew  Y7ork,  Grand  Secretary. 

L.  Frankenthaler,  Xew  Y'ork,  Grand  Treasurer. 

Henry  Lichtig,  Xew  York,  Chairman  Endowment  Committee. 

The  grand  secretary  is  the  only  officer  who  receives  a  salary. 
His  compensation  is  $3,000  per  annum.  He  is  under  a  $10,000 
bond  as  is  also  the  grand  treasurer. 

Method  of  Securing  New  Members 

A  fee  of  $2.50  is  paid  to  each  member  for  each  new  class  A 
member  procured  by  him,  and  $1.50  for  each  class  B  member.  In 
addition  to  this  appropriations  are  made  from  time  to  time  for 
what  is  called  a  propaganda  fund.  This  fund  is  used  for  the 
purposes  of  defraying  the  expenses  of  entertainments  and  social 
functions  which  are  held  at  intervals  for  the  purpose  of  promoting 
a  fraternal  spirit  among  the  members  and  adding  to  the  member¬ 
ship  of  the  order. 

Membership 

Membership  is  limited  to  male  Hebrews  between  the  ages  of  21 
and  45  years  at  the  time  of  joining,  excepting  that  the  executive 
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committee  may  at  the  time  of  the  institution  of  a  new  lodge  in  a 
city  or  town  where  no  lodge  exists,  permit  not  more  than  three 
candidates  to  be  admitted  who  are  over  45,  but  not  exceeding  50 
years  of  age. 

No  certificates  of  membership  are  issued. 

Government 

The  supreme  governing  power  of  the  order  is  the  Grand  Lodge 
of  the  United  States  Independent  Order  Free  Sons  of  Israel. 
Such  grand  lodge  consists  of  one  delegate  selected  by  each  lodge  of 
the  order. 

Up  to  the  year  1912  the  United  States  Grand  Lodge  held  a 
convention  every  five  years.  At  the  1912  convention  the  consti¬ 
tution  was  amended  so  as  to  provide  for  a  convention  to  be  held 
every  three  years  thereafter. 

Assessments 

Assessments  for  $1,000  death  benefits  known  as  class  A  are 
made  monthly  upon  the  following  basis : 

Members  between  the  ages  of  21-25  pay  6  cents  per  death. 

Members  between  the  ages  of  26-30  pay  7%  cents  per  death. 

Members  between  tbe  ages  of  31-35  pay  9  cents  per  death. 

Members  between  the  ages  of  36-40  pay  9%  cents  per  death. 

Members  between  the  ages  of  41-55  pay  10  cents  per  death. 

Members  between  the  ages  of  56  and  over  10%  cents  per  death. 

These  rates  were  promulgated  at  an  extra  session  of  the  grand 
lodge  held  in  September,  1909,  becoming  effective  January  1, 
1910.  At  the  same  session  the  constitution  was  amended  so  as  to 
create  a  new  class  to  be  known  as  class  B,  the  members  of  which 
were  required  to  contribute  60  per  cent,  of  the  amount  paid  by 
members  of  class  A,  the  death  benefit  being  $500. 

The  assessments  made  have  not  been  sufficient  to  pay  death 
claims  and  the  deficiency  has  been  taken  from  the  interest  receipts 
on  the  reserve  fund  investments. 

At  the  1912  convention  of  the  grand  lodge  held  in  Rochester, 
the  constitution  was  amended  in  respect  to  assessment  rates,  same 
to  become  operative  October  1,  1912.  The  rates  then  adopted  are 
as  follows: 

-Between  the  ages  of  21-25  —  6  cents  per  death. 

.Between  the  ages  of  26-30  —  7%  cents  per  death. 
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Between  the  ages  of  31-35  —  9  cents  per  death. 

Between  the  ages  of  36-40  —  9 %  cents  per  death. 

Between  the  ages  of  41-45  —  10%  cents  per  death. 

Between  the  ages  of  46-50  —  11%  cents  per  death. 

Between  the  ages  of  51-55  —  12  cents  per  death. 

Between  the  ages  of  56  and  over  —  13  cents  per  death. 

Such  amendment  provided  further  that  “  the  sum  of  $25,000  he 
taken  annually  from  the  interest  of  the  reserve  fund  in  liquida¬ 
tion  of  twenty-five  deaths.  Should  there  he  any  deficiency  under 
the  above  assessment  plan  by  reason  whereof  the  full  sum  of  $1,000 
for  death  shall  not  be  realized,  then  such  deficiency  shall  he 
liquidated  by  assessing  every  member  of  the  order  such  propor¬ 
tion  or  percentage  thereof  as  the  amount  of  his  assessment  shall 
bear  to  the  amount  of  such  deficiency.  Such  additional  assess¬ 
ment  shall  be  fixed  by  the  executive  and  endowment  committee  in 
joint  session.' ’ 

Action  was  also  taken  at  the  1912  convention  reducing  the 
assessments  of  class  B  members  from  60  per  cent,  of  class  A  assess¬ 
ments  to  50  per  cent,  thereof,  to  become  effective  October  1,  1912. 
At  the  same  time  a  new  class  of  membership  was  organized,  to  he 
known  as  class  “  C,”  the  death  benefit  therein  being  $250  and  the 
assessments  thereof  to  he  25  per  cent,  of  class  A  assessments. 
This  plan  is  to  become  effective  October  1,  1912. 

Income 

It  was  impossible  to  make  any  extended  check  of  the  income 
owing  to  the  fact  that  the  order  does  not  have  on  file  any  original 
papers  from  the  lodges  showing  remittances  made  by  them.  It  is 
the  practice  of  the  grand  secretary  to  send  assessment  notices, 
with  the  amounts  left  blank,  to  the  secretaries  of  the  local  lodges, 
who  fill  in  the  amounts  of  assessments  according  to  the  ages  of  its 
members  and  return  the  same  to  the  grand  secretary  together  with 
remittances  to  cover  the  total  amount.  These  notices  are  then 
returned  to  the  local  lodges  with  formal  acknowledgment  of  receipt 
of  payment  by  the  grand  secretary. 

It  is  the  custom  of  the  local  secretaries,  however,  to  forward  to 
the  chairman  of  the  finance  committee  each  month  a  statement  of 
the  amount  remitted  to  the  grand  secretary.  We  were  able  to  pro¬ 
cure  256  of  these  notices  covering  in  part  the  months  of  May, 
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June,  July  and  August,  1912,  and  checked  same  with  the  corre¬ 
sponding  cash-book  entries.  For  the  time  prior  to  May,  1912, 
these  notices  were  not  available,  the  chairman  of  the  finance  com¬ 
mittee  informing  your  examiners  that  after  checking  the  books  of 
the  grand  secretary  at  regular  intervals,  it  is  the  custom  to  have 
the  notices  destroyed.  It  was  suggested  that  they  be  preserved  for 
a  longer  period  hereafter. 

Death  Claims 

It  is  the  practice  of  the  order  to  pay  death  claims  promptly  after 
approval  by  the  endowment  committee  without  waiting  to  receive 
remittances  from  lodges  in  payment  of  assessments  made  to  cover 
same.  We  find  that  such  claims  are  usually  paid  within  thirty 
days  after  receipt  of  proof  of  death  and  often  within  a  much 
shorter  time. 


INDEPENDENT  ORDER  FREE  SONS  OF  JUDAH 

New  York,  N.  Y. 

Examination  on  condition  as  of  May  31,  1912. 

Report  dated  July  22,  1912. 

Examiners:  Clarence  J .  Norton  wnd  J.  F.  Tuclcer. 

Ledger  Assets 

Cash  in  banks  and  office .  $37,473  91 


Total  ledger  assets 


$37,473  91 


Non-Ledger  Assets 


Interest  accrued  on  deposits .  $399  25 

Assessments  in  process  of  collection  by  sub¬ 
ordinate  lodges  not  over  30  days  due .  6,156  73 


Total  non-ledger  assets 


6,555  98 


Total  assets  .  $44,  029  89 

Liabilities 

Unpaid  death  claims .  $26,000  00 

Headstone  deposits .  1,  975  00 

Total  liabilities  .  27,975  00 


$16,054  89 


Balance 
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A  statement  of  income  and  disbursements  for  the  five  months 
ending  May  31,  1912,  is  as  follows: 

Ledger  assets  December  31,  1911 .  $57,632  52 


Income 


Assessments .  $53,  913  53 

Certificate  fees  .  350  75 

Sale  of  supplies .  644  05 

Headstone  deposits  .  1,324  00 

Reserved  graves  .  400  00 

Permits .  137  25 

Sale  of  tickets  —  relief  fund .  189  50 

Interest  on  bank  deposits .  758  18 


Total  income 


$57,717  26 


Total 


$115,349  78 


Disbursements 


Death  claims  .  $63,  100  00 

Donations  to  lodges  and  members .  787  00 

Salaries  of  officers  and  clerks .  1,939  00 

Annual  donation  to  president .  1,  000  00 

Headstone  deposits  returned .  470  00 

New  cemetery  purchased,  first  payment .  6,  195  00 

Cemetery  expenses  .  291  75 

Management  expenses  .  4,  087  69 

Dues  for  aged  and  infirm  members .  5  43 


Total  disbursements 


77,875  87 


Balance  May  31,  1912 .  $37,473  91 

Organization 

This  order  was  incorporated  on  Eebrnary  12,  1890,  as  a  mutual 
benefit  fraternity  and  reincorporated  on  March  21,  1894,  in  ac¬ 
cordance  with  the  provisions  of  chapter  690,  Laws  of  1892.  It 
does  business  through  the  subordinate  lodge  system,  and  on  May 
31,  1912,  had  128  lodges,  113  being  located  in  Hew  York  State, 
and  the  balance  in  Connecticut,  Marvland,  Hew  Jersev,  Penn- 
sylvania,  Rhode  Island  and  Washington,  D.  C. 


Membership  and  Insurance  in  Force 

Membership  in  this  order  is  restricted  to  persons  of  Jewish 
faith  between  the  ages  of  21  and  44  inclusive  who  pass  a  satisfac- 
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tory  medical  examination.  The  only  certificates  issued  are  for 
death  benefits  of  $500  each.  Formerly  one  certificate  only  was 
issued  to  husband  and  wife,  payable  in  the  event  of  either's  death, 
but  at  the  death  of  the  husband,  the  wife’s  membership  terminated. 
This  feature  was  criticised  by  the  Insurance  Department,  and  as  a 
result  the  laws  were  amended  at  the  1911  convention  for  the  pur¬ 
pose  of  making  women  full  members  and  entitled  to  all  the  benefits 
granted  by  the  order,  and  permitting  a  widow  to  keep  up  her 
membership  in  the  order,  after  the  death  of  her  husband,  by  pay¬ 
ing  all  the  assessments  of  her  class  according  to  her  age. 

For  purposes  of  assessments,  the  membership  is  divided  into 
three  classes,  in  accordance  with  the  attained  ages  in  1908,  and 
the  age  at  entry  of  those  who  have  joined  since.  The  following 
table  shows  the  number  of  members  in  each  such  class : 


Class  I,  age  21-34 .  9,506 

Class  II,  age  35-39 .  4,  046 

Class  III,  age  40  and  over .  7,811 


Total  members  .  21,  363 


Of  this  number,  20,184  members  are  married  and  1,179  are 
single.  The  aggregate  amount  of  insurance  in  force  is  approx¬ 
imately  $10,681,500.  Few  certificates  of  membership  were  issued 
in  1911  to  each  man  and  wife  in  exchange  for  the  one  issued  to 
the  husband,  respectively. 

Assessments 

The  order’s  method  of  levying  assessments  for  mortuary  pur¬ 
poses  is  on  the  post  mortem  plan,  that  is,  a  sufficient  assessment 
is  levied  each  month  on  the  subordinate  lodges  to  pay  the  death 
claims  incurred.  Prior  to  1908  assessments  were  levied  on  the 
lodges  without  regard  to  the  members'  ages,  but  as  above  stated,  in 
the  said  year  the  convention  divided  the  membership  into  three 
classes  at  the  then  attained  age  of  each  member  and  adopted  the 
following  rates  which  have  been  maintained  since : 


Class  1,  ages  21-34  inclusive .  3^  per  death 

Class  II,  ages  35-39  inclusive . .  per  death 

Class  III,  ages  40  and  over .  6£  per  death 
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In  addition  the  lodges  are  assessed  quarterly  for  a  per  capita 
tax  of  15  cents,  a  reserve  fund  tax  of  25  cents  and  a  propaganda 
tax  of  5  cents;  also,  beginning  July  1,  1911,  an  annual  cemetery 
tax  of  25  cents  (payable  quarterly)  is  levied  on  all  lodges  in 
Greater  Rew  York  and  vicinity  which  have  no  cemetery  of  their 
own. 

All  assessments  are  levied  upon  the  treasurers  of  the  local  lodges 
who  in  turn  collect  the  equivalent  thereof  from  the  members.  The 
members’  assessments  are  collected  quarterly  and  are  calculated 
to  he  a  level  sum  sufficient  to  cover  all  charges  from  the  grand 
lodge.  The  membership  is  divided  into  classes  according  to  age, 
as  described  above,  and  the  quarterly  rates  are  graduated  to  each 
class.  The  rates  differ  somewhat  among  the  various  lodges,  due 
to  the  size  of  the  membership  and  the  fact  that  each  lodge  has  its 
own  method  of  collecting  assessments  and  paying  local  disability 
claims,  which  is  also  a  feature  in  this  society. 

Readjustment  of  Rates 

The  financial  statement,  as  set  forth  above,  and  a  careful  exam¬ 
ination  of  the  mortality  experience  of  the  society  would  indicate 
that  the  time  is  not  far  off  when  another  readjustment  of  rates 
will  be  necessary.  The  officers  seem  to  fully  realize  this  and  a 
committee  of  five  has  been  appointed  to  confer  with  the  Rational 
Jewish  Fraternal  Congress  with  the  view  that  the  various  Jewish 
fraternal  societies  may  come  to  some  agreement  v/hereby  the  con¬ 
dition  of  all  such  societies  may  be  mutually  improved.  By  reason 
of  the  sharp  competition  existing  between  such  societies,  however, 
there  seems  to  be  some  doubt  whether  the  effort  will  be  successful. 
There  can  be  little  doubt  that  what  this  class  of  societies  mostly 
need  is  a  thorough  reorganization  in  the  matter  of  rates  and  in 
business  methods,  to  the  end  that  the  contracts  which  are  issued 
mav  be  carried  out  with  less  discrimination  between  the  members 
and  less  likelihood  that  members,  when  they  become  advanced  in 
years,  will  suffer  by  reason  of  their  having  relied  on  the  stability 
of  an  organization  which  is  founded  on  a  system  which  is  wholly 
unscientific  and  inequitable  from  a  life  insurance  standpoint.  It 
is  true  that  such  societies,  issuing  certificates  not  to  exceed  $500 
and  confining  their  membership  to  persons  of  one  religious  faith, 
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are  exempt  from  the  provisions  of  the  new  fraternal  law  con¬ 
cerning  reserves,  valuations,  etc.,  but  this  does  not  warrant  the 
stability  of  such  organizations,  nor  guarantee  that  the  contracts 
will  he  carried  out  without  heavy  increases  in  assessments  on 
those  members  who  happen  to  live  longest. 

As  hereinbefore  stated  the  convention  of  1911  voted  that  there¬ 
after  the  wives  of  members  should  themselves  become  bona  fide 
members,  if  an  endowment  were  to  be  paid  to  the  husband  in  the 
event  of  a  wife’s  death  —  this  at  the  direction  of  the  Superin¬ 
tendent  of  Insurance  for  the  purpose  of  complying  with  the  law. 
We  find,  however,  that  this  action  has  only  nominally  been  carried 
out ;  that  the  female  members,  as  far  as  the  subordinate  lodges  are 
concerned,  do  not  enjoy  the  same  privileges  as  the  male  members, 
and  that  the  method  of  levying  assessments  on  a  man  and  wife, 
widows  and  single  men  is  carried  on  in  the  subordinate  lodges  in 
a  capricious  manner,  without  much  regard  to  the  true  equities 
of  all  concerned  as  distinct  members.  This  should  be  corrected, 
and  it  is  incumbent  upon  the  better  educated  and  natural  leaders 
of  each  local  lodge  to  work  out  a  method  of  reorganization  along 
this  line  and  in  the  matter  of  rates,  if  the  order  is  to  continue 
successfully. 

Propaganda  Fund 

The  income  credited  to  this  fund  is  derived  from  an  annual 
tax  of  twenty  cents  (payable  quarterly)  from  each  male  member 
and  from  widows  who  remain  as  members  after  death  of  their 
husbands  and  is  applied  toward  organization  expense  and  building 
up  the  order. 

A  statement  of  the  fund  follows : 

Balance  December  31,.  1911 .  $2,155  85 


Assessments 


Income 


829  05 


Disbursements 

Organization  of  lodges . 

Prizes  . 


$2,984  90 


$894  00 
594  60 

-  1.488  60 


$1,496  30 


Balance  May  31,  1912 
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Cemetery  Fund 

The  order  provides  a  burial  place  for  each  member  belonging  to 
a  lodge  located  in  Greater  New  York  and  vicinity  having  no 
cemetery  of  its  own,  contributing  to  the  above  fund.  Besides 
providing  for  every  such  member,  male  and  female,  this  fund  also 
provides  for  members’  children,  if  under  the  age  of  twenty-one 
and  unmarried. 

There  were  on  date  of  this  examination  99  lodges  who  were 
interested  in  these  cemeteries. 

The  said  members  pay  from  75  cents  to  $1.50  for  burial  per¬ 
mits,  and  from  $25  to  $50  for  reserved  graves. 

The  income  from  cemetery  assessments,  burial  permits,  reserved 
graves  and  sale  of  plots  is  credited  to  this  fund  and  applied  for 
the  purchase  of  cemeteries. 

New  Cemetery 

The  convention  of  1911  empowered  the  executive  board  to  pur¬ 
chase  cemetery  lots  and  that  the  necessary  first  payment  on  the 
plot  purchased  should  be  borrowed  from,  the  available  assets.  On 
January  19,  1912,  the  order  contracted  to  purchase  from  the  Fair- 
view  Heights  Cemetery  Company  a  plot  of  ground  in  Bergen 
county,  Yew  Jersey,  to  be  used  as  a  cemetery.  The  purchase 
price  was  $9,000  per  acre,  at  which  rate  the  plot  cost  the  order 
$30,975.  Of  this  amount  $6,195  was  paid  upon  execution  of  the 
agreement,  and  the  contract  calls  for  the  balance  in  seven  annual 
instalments  of  $3,540  each  with  interest  at  6  per  cent.,  payable 
semi-annually. 

In  order  to  make  the  first  payment,  $6,000  was  borrowed  from 
the  aged  and  infirm  fund  upon  authority  of  the  1911  convention. 
This  amount  is  to  he  repaid  from  future  cemetery  assessments, 
with  interest  at  4  per  cent. 

Aged  and  Infirm  Fund 

All  interest  received  bv  the  order  on  its  assets  goes  into  this 

e/  O 

fund  and  is  its  only  income.  The  purpose  of  the  fund  is  to  pay 
the  dues  and  assessments  of  any  members  who,  having  continued 
their  membership  for  at  least  twenty  years,  beginning  with  Febru¬ 
ary  9,  1890,  shall  become  incapacitated  and  unable  to  continue  the 
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payments  for  themselves.  Payments  are  made  direct  to  the  sub¬ 
ordinate  lodges  to  which  such  members  may  belong. 

As  the  order  has  been  in  existence  only  since  1890,  no  pay¬ 
ments  of  this  nature  have  been  made  until  recently.  It  is  but 
reasonable  to  suppose  that  the  calls  upon  this  fund  will  increase 
rapidly  from  the  present  time  and  that  the  interest  accumulations 
of  twenty  years  will  gradually  disappear. 


Recapitulation  of  Balances  ~by  Funds,  May  31,  1912 


Reserve .  $32,  462  06 

Propaganda  .  1,496  30 

Picnic  or  relief . 1,638  28 

Cemetery .  6,313  91 

Aged  and  infirm .  3,821  89 


Deduct  over-drafts  in  the  following  funds: 

o 

Endowment .  $6.  880  53 

General .  1,  378  00 


$45,732  44 


8,258  53 


Total  ledger  assets .  $37,473  91 

Trust  Fund  for  Minors 

The  order  holds  in  trust  for  minors  the  sum  of  $3,074.79  de¬ 
posited  to  their  credit  in  various  savings  banks  until  such  time 
as  they  shall  reach  the  age  of  majority  or  there  is  a  guardian 
legally  appointed  to  receive  same.  The  payments  representing 
these  deposits  have  been  charged  off  as  disbursements  for  death 
claims  and  for  that  reason,  the  above  item  does  not  appear  as  an 
asset  in  the  financial  statement  in  this  report. 

Salaries  of  Officers 


Samuel  Goldstein,  Grand  Master .  $1,000  00  per  annum 

Sigmund  Foder,  Grand  Secretary .  3,000  00  per  annum 

Adolph  Bieber,  Grand  Messenger .  600  00  per  annum 


The  compensation  of  the  grand  master  is  treated  by  the  grand 
lodge  as  a  donation  in  lieu  of  regular  salary,  and  the  secretary 
pays  $750  from  his  salary  for  the  services  of  a  clerk. 

Conclusion 

Since  the  last  examination  made  by  this  Department,  the  system 
and  manner  of  bookkeeping  have  been  improved,  but  it  still  seems 
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necessary  for  the  best  interests  of  the  order  that  further  changes 
be  made.  Therefore,  we  respectfully  make  the  following 
recommendations : 

1.  That  all  payments  from  the  general  fund  be  made  by  check. 

2.  That  itemized  vouchers,  signed  by  the  claimant,  be  obtained 
for  all  disbursements,  and  that  such  vouchers  or  claims  be  num¬ 
bered  and  filed  systematicallv. 

3.  That  the  record  of  all  death  claims  be  entered  as  soon  as 
received,  and  made  more  complete  by  showing  date  of  payment 
and  also  the  date  and  amount  of  anv  advances. 

t J 

4.  That  a  thorough  investigation  be  made  by  the  order  into  the 
question  of  rates  and  further  action  taken  regarding  equal  rights 
of  all  members. 

5.  That  the  deficit  existing  in  the  general  fund  amounting  to 
the  sum  of  $1,378  be  made  up  as  soon  as  possible. 


JEWISH  NATIONAL  WORKERS’  ALLIANCE  OF 

AMERICA 

Tew  York,  N.  Y. 

Examination  on  organization.  Financial  condition  December 
24,  1912. 

Report  dated  December  30,  1912. 

Examiners:  Clarence  J.  Norton  and  Wilbur  F.  German. 

This  society  received  its  preliminary  certificate  under  date  of 
March  29,  1912,  in  accordance  with  the  provisions  of  section  234 
of  the  Insurance  Law.  It  is  the  first  fraternal  society  qualifying 
for  authority  to  transact  business  under  the  provisions  of  the  new 
Fraternal  Law  enacted  in  1911. 

Plan  of  Insurance 

The  plan  of  insurance  adopted  by  this  society  is  ordinary  life, 
and  its  certificates  provide  for  death  benefits  in  amounts  of  $250, 
and  multiples  thereof,  not  exceeding  the  sum  of  $1,000. 
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The  assessment  rates  to  he  used  are  based  on  the  American 
experience  table  of  mortality  with  4  per  cent,  interest.  A  copy 
of  same  is  filed  with  this  report,  together  with  figures  showing 
cash  or  loan  values,  paid-up  and  extended  insurance. 

Applications 

We  examined  the  applications  for  membership  and  insurance 
and  find  that  500  persons  have  subscribed  in  writing  to  become 
beneficiary  members  of  the  society  in  the  sum  of  $1,000  each; 
that  such  applicants  have  signed  health  statements  in  connection 
with  medical  examinations,  and  reports  are  on  file  showing  that 
each  applicant  has  been  examined  by  a  physician  and  such  ex¬ 
amination  approved  by  the  society's  medical  examiner.  We  were 
informed  that  each  of  the  said  applicants  have  been  initiated  in 
a  subordinate  body  of  the  society,  but  that  no  ritualistic  form 
has  or  will  he  adopted,  save  the  taking  of  an  obligation  by  each 
member  initiated,  and  that  the  total  number  of  such  subordinate 
bodies  organized  is  26. 

We  further  find  from  the  sworn  statements  of  the  treasurer 
that  said  applicants  have  each  paid  in  at  least  one  monthly  assess¬ 
ment  in  cash,  amounting  in  the  aggregate  to  $2,527.32 ;  that  the 
said  sum  of  money  was  on  deposit  to  the  credit  of  the  society 
in  the  State  Bank  of  Yew  York  city  at  the  close  of  business  on 
December  24,  1912,  as  shown  by  a  certificate  issued  by  this 
institution  filed  with  the  papers  of  this  examination. 

It  developed  that  $1,200  of  the  above  amount  on  deposit  is 
held  subject  to  a  certificate  of  deposit  dated  February  24,  1912, 
USTo.  6837,  issued  in  the  name  of  the  society,  and  that  such  certifi¬ 
cate  of  deposit  has  been  transferred  to  the  American  Bonding 
Company  of  Baltimore,  Md.,  as  security  for  a  bond  of  $5,000 
issued  by  the  latter,  conditioned  upon  the  return  to  applicants 
of  the  advanced  payments  made,  described  above,  if  the  organiza¬ 
tion  is  not  completed  within  one  year  after  the  issuance  of  the 
preliminary  certificate,  the  filing  of  such  bond  being  required  by 
the  statute.  It  is  stated  by  the  officers  that,  upon  the  completion 
of  the  organization  and  a  certificate  of  authority  issued  by  you, 
as  Superintendent  of  Insurance,  the  said  certificate  of  deposit 
will  be  returned  to  the  treasurer  of  this  society  and  the  aforesaid 
bond  canceled. 
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Location  and  Executive  Committee 

Tlie  general  office  of  the  society  is  located  at  89  Delancey  street, 
New  York  city.  The  following  persons  are  members  of  the  execu¬ 
tive  committee  at  the  present  time: 

George  Avrunin,  President. 

Meyer  L.  Brown,  Secretary. 

Nathan  Elkin,  Treasurer. 

Israel  Applebaum. 

Baruch  Zuckerman. 

Reuben  Plattrot. 

Jacob  Wechsler. 

Dr.  Abraham  Rieger,  Chief  Medical  Examiner. 

Attached  to  this  report  as  exhibit  “A”  is  an  affidavit  of  Nathan 
Elkin,  treasurer,  relative  to  the  organization  of  this  society,  and, 
as  exhibit  “  B  ”  a  copy  of  the  agreement  between  the  American 
Bonding  Company  and  this  society  concerning  the  transfer  of 
the  certificate  of  deposit  for  $1,200. 

Eiled  with  this  report  is  a  schedule,  sworn  to  by  the  president 
and  secretary,  showing  the  name,  address  and  age  of  each  appli¬ 
cant,  and  the  number  of  each  subordinate  lodge  each  member  is 
affiliated  with,  the  amount  of  cash  paid  in,  also  dates  of  medical 
examination  and  approval  and  initiation,  of  each  member,  to¬ 
gether  with  copies  of  the  by-laws  and  application  blank. 


SERB  FEDERATION  “  SLOOA  ” 

New  York,  N.  Y. 

Examination  on  condition  as  of  February  29,  1912. 

Bey oid  dated  March  21,  1912. 

Examiner :  Leon  S.  Senior. 

This  society  was  incorporated  on  January  3,  1910,  and  received 
the  authority  of  this  Department  to  transact  business  on  May  29, 
1911.  Prior  to  such  incorporation  and  until  October,  1909,  the 
members  of  the  society  were  grouped  in  two  voluntary  associa¬ 
tions,  which  had  been  formed  in  Pennsylvania  and  Illinois. 

From  October,  1909,  until  October,  1911,  “  The  Serb  Eedera- 
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tion  Sloga  ”  transacted  business  as  a  voluntary  association  and  as 
the  successor  of  the  Pennsylvania  and  Illinois  organizations. 
This  Department  examined  the  voluntary  association  in  Hay, 
1911,  in  connection  with  its  application  for  authority  to  transact 
business  under  the  provisions  of  the  Insurance  Law.  The  report 
of  such  examination  shows  that  the  association  on  February  28, 

1911,  had  cash  assets  amounting  to  $11,722.96. 

We  have  examined  the  accounts  of  the  Serb  Federation  Sloga, 
Incorporated,  and  of  its  predecessor,  the  voluntary  association, 
for  a  period  of  one  year  from  March  1,  1911,  to  February  29, 

1912,  and  the  financial  statements  of  each  organization  are  shown 
separately  in  this  report. 

Serb  Federation  Sloga  (  Unincorporated ) 

The  affairs  of  this  society  are  now  being  liquidated  by  its 
officers.  Practicallv  all  the  available  assets,  consisting  of  cash 

e/  '  O 

and  bonds,  amounting  to  $16,432.66,  have  been  transferred  to 
the  corporation  “  Serb  Federation  Sloga.” 

The  following  financial  statement  shows  the  income  and  dis¬ 
bursements  of  the  unincorporated  society  from  March  1,  1911, 
to  February  29,  1912,  and  the  assets  and  liabilities  on  the  last 
mentioned  date: 

Income 

Assessments : 

Benefits  for  members .  $97,818  02 

Benefits  for  members’  wives .  1,298  90 

For  educational  and  benevolent  fund .  177  72 


Total  paid  by  members .  $99,294  64 

Borrowed  money  .  1.  591  38 

February  collections  deposited  in  March .  4.486  35 

Balance  as  per  report  February  28,  1911..  11.722  96 

Total .  $117,095  33 


Disbursements 


Death  claims  .  $56.  586  40 

Sick  benefits  .  11,695  00 

Benefits  to  crippled  members . .  6.885  00 

Benefits  for  incurable  diseases .  8.  3<5  00 

Benefits  for  members’  wives .  400  00 


Total  paid  to  members .  $83,941  40 
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Educational  and  benevolent  fund .  $1,302  00 

Rent .  200  00 

Publication .  2,  988  65 

Debts  of  old  organizations .  2,445  40 

Badges .  2,  809  65 

Legal  expenses  .  1,  531  50 

Conventions .  295  82 

Donation  to  Servian  papers .  100  00 

Salaries  of  officers  and  employees .  1,805  00 

Furniture .  57  75 

Audits  and  accounting  system .  500  00 

Examination  of  new  members .  6  00 

Interest  on  bonds .  43  29 

Commission  on  bonds .  8  75 

Miscellaneous  expense  .  2,  503  44 

Transferred  to  “Serb  Federation  Sloga,  Inc.”..  16,432  66 


Total  disbursements 


$116,971  31 


Cash  balance  .  $124  02 


Assets 

Cash  in  office  and  banks .  $124  02 

Due  from  subordinate  lodges .  3,604  61 

Office  supplies  .  1,245  27 

Furniture .  341  18 

Badges .  300  45 

Due  from  Serb  Federation  Sloga,  Inc .  207  60 

-  $5,823  13 

Liabilities 

Death  benefits  .  $2,  833  35 

Benefits  for  members’  wives .  898  90 

Due  to  educational  and  benefit  fund .  313  69 

Due  for  borrowed  money .  1,591  38 

Surplus .  185  81 

-  5,823  13 


Serb  Federation  Sloga  ”  ( Incorporated ) 

October  1,  1911,  this  society  completed  its  organization,  in¬ 
stalled  a  new  system  of  accounts  and  began  to  exercise  its  cor¬ 
porate  functions  as  a  fraternal  association  in  accordance  with 
the  authority  granted  by  this  department. 

The  society  consists  of  a  supreme  assembly  and  137  subordinate 
assemblies  transacting  business  in  24  states  and  in  the  Dominion 
of  Canada.  Membership  in  the  society  is  restricted  to  persons  of 
the  Servian  race  by  birth  or  descent.  The  supreme  assembly  will 
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meet  at  its  first  convention  in  June,  1913,  and  triennially  there¬ 
after.  The  administrative  powers  are  vested  in  a  supreme  council 
consisting  of  twelve  members.  The  officers  and  members  of  sub¬ 
ordinate  committees,  known  as  the  executive  board  and  the  board 
of  control,  are  eligible  for  membership  in  the  governing  body. 
Complaints  from  members,  officers,  or  subassemblies  are  referred 
for  hearing  and  decision  to  a  body  known  as  the  supreme  judicial 
board,  the  members  of  which  are  elected  by  the  convention. 

The  accounts  of  the  incorporated  association  were  examined 
for  the  period  beginning  with  October  1,  1911,  to  February  29, 
1912,  and  the  following  statement  shows  the  income  and  disburse¬ 
ments  for  the  given  period  and  the  assets  and  liabilities  on  the 


last  mentioned  date: 

Income 

0 

Assessments .  $48,  724  15 

For  Federation  Sloga  (unincorporated) .  1,238  80 


Total  paid  by  members .  $50,050  25 

Transferred  from  “  Serb  Federation  Sloga  ” 
unincorporated: 

For  reserve  fund .  14,865  40 

For  convention  fund .  1,567  26 


Total  income  .  $66,482  91 

Disbursements 

Death  benefits  .  $16,  093  10 

Sick,  accident  and  permanent  disability  benefits  14,  305  00 


Total  paid  to  members .  $30,398  10 

To  education  fund .  1,994  80 

To  Serb  Federation  Sloga  (unincorporated)  .  .  950  70 

Management  expenses  .  1,  971  29 


Total  disbursements  .  35,  314  89 


Balance . - .  $31,168  02 


Ledger  Assets 

Deposits  in  banks . .  $15,  136  08 

Book  value  of  bonds .  16,031  94 


Total 


$31,  168  02 
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Non-Ledger  Assets 

Interest  accrued  on  bonds .  $319  37 

Assessments  in  course  of  collection .  7,272  70 

-  $7,592  07 


Gross  assets  .  $38,  760  09 


Assets  Not  Admitted 


Book  value  of  bonds  over  market  value .  281  94 

Net  assets .  $38,  478  15 


Liabilities 

Death  claims  and  disability  benefits .  $18,051  90 

* 

Due  to  educational  fund .  269  65 

Due  to  Serb  Federation  Sloga  (unincorporated)  207  60 


Total  liabilities 


18,529  15 


Balance 


$19,949  00 


Assessments 

Organization  Fund:  In  order  to  qualify  the  society  to  transact 
business,  505  members  paid  an  initial  assessment  amounting  in 
the  aggregate  to  $4,040,  representing  1  per  cent,  of  the  total 
amount  of  insurance  applied  for.  According  to  a  resolution 
adopted  by  the  executive  board  on  January  24,  1912,  the  officers 
are  authorized  to  use  all  or  any  part  of  this  fund  in  paying  the 
expenses  incident  to  the  organization  of  the  society,  the  examina¬ 
tion  and  audit  of  the  books  of  the  voluntary  association  to  which 
this  society  is  the  successor  and  the  qualification  of  the  society 
as  a  foreign  corporation  in  other  states.  The  expenses  of  organiza¬ 
tion  were  paid  by  the  voluntary  association  and  the  organization 
fund  has  remained  intact  and  free  from  liabilities. 

Beneficiary  Fund:  Assessments  for  the  beneficiary  fund  are 
levied  pro  rata  on  all  members,  regardless  of  age,  on  the  last  day 
of  each  month  and  are  computed  on  a  basis  to  provide  sufficient 
funds  for  the  payment  of  all  claims  filed  during  the  current 
month. 

Per  Capita  Tax:  The  regular  monthly  assessment  included  a 
per  capita  tax  of  20  cents,  one-half  of  which  is  credited  to  the 
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reserve  fund,  one-fourth  to  the  convention  fund,  and  one-fourth 
to  the  educational  fund.  The  income  from  the  educational  fund 
is  remitted  periodically  to  the  Serbo-American  Alliance,  an  or¬ 
ganization  devoted  to  the  intellectual  development  of  persons  of 
the  Servian  nationality  or  descent. 

Initiation  Fees :  New  members  pay  an  initial  fee  of  $2.  The 
income  from  this  source  is  credited  in  equal  parts  to  the  educa¬ 
tional  and  emergency  funds.  The  latter  fund  is  used  to  restore 
deficiencies  that  may  arise  from  uncollectible  assessments. 

Annual  Fees:  Each  member  is  required  to  pay  annually  a  fee 
of  one  dollar.  The  income  from  this  source  is  employed  for  the 
expenses  of  administration. 

Transfers  from  old  Organization 

The  voluntary  association  “  Serb  Federation  Sloga  ”  transferred 
to  its  successor,  the  corporation,  cash  and  securities  amounting  to 
$16,432.66.  As  shown  in  the  foregoing  financial  statement, 
$14,865.40  has  been  credited  to  the  reserve  fund  and  the 
mainder  to  the  convention  fund. 

Benefits 

The  by-laws  of  the  society  provide  a  death  benefit  of  $800.  In 
the  event  of  disability  due  to  illness,  members  are  entitled  to  in¬ 
demnity  at  the  rate  of  $30  per  month.  Specific  indemnities  of 
$50  to  $1,500  are  provided  in  cases  of  disability  due  to  accident 
or  to  incurable  diseases.  As  the  members  of  this  society  are 
principally  engaged  in  hazardous  occupations,  the  benefits  pay¬ 
able  under  the  accident  provisions  of  the  by-laws  form  an  im¬ 
portant  part  of  the  society’s  disbursements. 

Assets 

Cash:  Deposits  in  banks  have  been  verified  from  the  society’s 
records  and  reconciled  with  certificate  from  bank. 

Bonds:  The  society  owns  the  following  securities:  District  of 
Columbia  funding  bond,  due  1924,  par  value,  $15,000. 

These  bonds  were  examined  and  allowed  as  an  asset  at  the 
appraised  market  value  of  $15,750. 
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Membership  and  Insurance  in  Force 

The  following  table  shows  the  membership,  insurance  in  force, 
and  the  assessments  levied  during  the  past  five  months,  the  period 
of  the  society’s  corporate  existence. 


Date  Members  Insurance  Assessmen 

October .  7,519  $6,015,200  00  $11,278  50 

November . .  7,593  6,074,400  00  11,389  50 

December .  7,602  6,081,600  00  9,122  40 

January .  7,544  6,035,200  00  10,561  60 

February .  7,699  6,159,200  00  11,548  50 


Salaries  of  Officers 

M.  I.  Pupin,  president,  serves  without  salary;  P.  H.  Pavlo- 
vitch,  secretary,  receives  a  compensation  of  $125  per  month;  the 
members  of  the  supreme  council  and  its  subordinate  committees 
receive  a  per  diem  allowance  and  traveling  expenses  on  days  actu¬ 
ally  employed  in  the  society’s  business. 

Examination  on  condition  as  of  August  31,  1912. 

Report  dated  October  14,  1912. 

Examiners:  W.  A.  Bitlingham  and  W.  F.  German. 


Ledger  Assets 

Cash  in  bank .  $18,763  36 

Book  value  of  bonds .  19,259  36 


Total  ledger  assets .  $38,022  72 


Non-Ledger  Assets 

Interest  accrued  on  bonds .  $383  25 

Assessments  in  course  of  collection  not  over 

30  days  due .  4,  124  05 

Assessments  in  course  of  collection  over  30 
days  due  .  1,944  65 


Total  non-ledger  assets .  6,451  95 


Gross  assets 


$44,474  67 
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Deduct  Assets  Not  Admitted 


.Book  value  of  bonds  over  market  value .  $179  36 

Assessments  over  30  days  due .  1,944  65 

Total  .  $2,  124  01 

Total  admitted  assets .  $42,  350  66 


Liabilities 

Death  claims  .  $10,960  70 

Disability  benefits  .  3,960  00 


Total  due  members .  $14,920  70 

Due  educational  fund .  271  05 

Due  Serb  Federation  Sloga  unincorporated....  466  50 


Total  liabilities 


15,  658  25 


Balance 


$26,692  41 


A  statement  of  the  income  and  disbursements  from  March  1, 
1912,  to  August  31,  1912,  inclusive,  is  as  follows: 

Ledger  assets  February  29,  1912 .  $31,168  02 

Income 

Assessments  and  fees .  $70,465  45 

Serb  Federation  Sloga  Unincorporated .  805  05 

Books  and  badges .  877  35 

Total  income  .  72,  147  85 


Total .  $103,315  87 

Disbursements 

Death  benefits  .  $28,  746  20 

Sick  benefits  .  9,775  00 

Accident  benefits  .  9,260  00 

Permanent  disability  benefits .  6,  700  00 


Total  payments  to  members .  $54,481  20 

Educational  fund  .  4,  227  65 

Serb  Federation  Sloga  Unincorporated .  545  15 

Books  and  badges .  1,026  90 

Membership  certificates  .  1,109  00 

General  expenses  .  3,  903  25 


Total  disbursements  .  65,  293  15 


$38,022  72 


Balance,  ledger  assets,  August  31,  1912 
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The  following  is  a  statement  of  the  Serb  Federation  Sloga, 
Unincorporated,  which  is  now  in  process  of  liquidation,  showing 
the  income  and  disbursements  from  March  1,  1912,  to  August  31, 
1912,  inclusive,  and  a  statement  of  the  financial  condition  as  of 


the  latter  date. 

Cash  balance  February  29,  1912 .  $113  11 

Income 

Badges .  $326  65 

Serb  Federation  Sloga,  Incorporated .  545  15 

Total  income .  871  80 

Total .  $984  91 

Disbursements 

Death  benefits  .  675  00 

Cash  balance  August  31,  1912 .  $309  91 


Assets 

Cash  in  bank .  $309  91 

Due  from  subordinate  lodges .  2,799  56 

Office  supplies  .  1,245  27 

Furniture .  341  18 

Due  from  Serb  Federation  Sloga,  Incorporated.  466  50 


Total  assets  .  $5,  162  42 


Liabilities 


Death  benefits  .  $2,  158  35 

Benefits  for  members’  wives .  898  90 

Due  educational  and  benefit  fund .  313  69 

Borrowed  money  .  1,  591  38 

Surplus .  200  10 


$5,162  42 


Remittances  of  Sub-Assemblies 

It  is  the  general  practice  of  sub-assemblies  to  make  monthly 
remittances  to  the  society  in  payment  of  assessments,  initiation 
fees,  etc.  For  this  purpose  the  society  has  furnished  the  local 
treasurers  with  a  blank  to  accompany  the  same  and  designed  to 
show  the  name  and  number  of  the  sub-assembly,  the  purpose  of 
the  remittance  and  the  signature  of  the  remitting  officer. 
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It  was  found  that  such  statements  were  missing  from  the  so¬ 
ciety’s  records  in  a  great  many  cases,  and  the  supreme  secretary 
stated  in  explanation  that  he  had  found  it  impossible  to  induce 
the  officers  of  certain  of  the  sub-assemblies  to  forward  them; 
that  remittances  are  sometimes  received  without  even  so  much  as 
a  word  of  explanation  to  indicate  to  whom  credit  should  be  given, 
except  the  signature  on  a  check  or  the  post-office  mark  on  a  money 
order.  He  stated  also  that  he  had  endeavored  to  persuade  such 
officers  to  perform  their  duties  in  a  proper  manner,  but  thus  far 
with  only  indifferent  success. 

We  believe  that  the  society  should  not  tolerate  such  methods 
and  that  it  should  take  drastic  action,  if  necessary,  to  compel 
sub-assemblies  who  are  thus  derelict  to  elect  as  their  officials  men 
who  are  both  competent  and  willing  to  conduct  its  affairs  in  a 
businesslike  manner. 

As  a  further  means  of  precaution  we  would  suggest  the  advisa¬ 
bility  of  establishing  a  means  of  notification  of  remittances  sep¬ 
arate  from  and  independent  of  the  method  above  indicated.  We 
believe  that  it  would  be  wise,  if  the  society  deems  it  practicable, 
to  adopt  a  plan  whereby  some  officer  of  each  sub-assembly  other 
than  the  one  who  makes  the  remittance,  should  make  a  separate 
report  to  some  officer  of  the  supreme  assembly,  other  than  the 
supreme  secretary,  of  remittances  as  made.  This  would  make 
possible,  by  the  appointment  of  a  suitable  committee,  the  making 
of  an  effective  audit  of  the  income  as  shown  by  the  books  kept  by 
the  supreme  secretary. 

Disbursements 

Claims:  All  claims  are  passed  upon  by  the  supreme  executive 
board,  and  upon  approval  the  supreme  president  and  supreme 
secretary  are  authorized  to  issue  checks  in  payment  thereof. 

While  it  is  the  general  practice  to  draw  checks  for  death  claims 
payable  to  the  stated  beneficiaries,  yet  in  a  number  of  instances 
such  checks  have  been  made  payable  to  the  sub-assembly  with 
which  a  deceased  member  was  affiliated.  The  Supreme  Secretary 
stated  that  this  was  sometimes  done  in  cases  where  the  insured 
was  indebted  to  his  sub-assembly,  thus  enabling  the  latter  to  deduct 
such  indebtedness  and  pay  the  balance  to  the  beneficiary;  also 
in  cases  where  the  society  had  not  the  post-office  address  of  the 
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beneficiary.  In  the  cases  where  this  plan  has  been  pursued,  the 
society  has  in  its  possession  nothing  whatever  to  prove  that  a 
claim  has  been  paid  to  the  person  or  persons  entitled  to  receive 
the  benefit. 

It  will  be  readily  seen  that  this  practice  is  fraught  with  pos¬ 
sibilities  of  grave  abuses,  and  we  urgently  recommend  that  death 
benefit  checks  be  drawn  to  the  order  of  the  beneficiaries  themselves 
in  every  instance. 

Assets 

Cash:  Bank  deposits  were  verified  by  means  of  bank  certifi¬ 
cates  and  reconciled  with  the  records  of  the  society.  The  average 
monthly  balance  for  the  last  six  months  has  been  over  $19,000, 
on  which  no  interest  has  been  received. 

Bonds :  The  society  owns  thirty-six  District  of  Columbia 
coupon  funding  bonds  of  $500  each,  bearing  3.65  per  cent,  in¬ 
terest,  maturing  August  1,  1924.  These  bonds  are  not  registered 
and  are  kept  by  the  president  in  his  personal  safe  deposit  box. 
Prudence  would  seem  to  require  that  they  be  either  registered  or 
kept  in  a  safe  deposit  box  in  the  name  of  the  society  and  access 
had  to  them  only  by  at  least  two  officers  acting  jointly.  The 
bonds  were  examined,  counted  and  allowed  as  an  asset  at  the 
market  value  of  $19,080. 


Liabilities 

Unpaid  claims:  The  total  amount  of  death  claims  filed  with 
the  society  to  the  date  of  this  examination  has  been  treated  as  a 
liability.  However,  claims  amounting  to  $8,410  were  not  ap¬ 
proved  until  September  1st  and  are  not  due  until  the  assessment 
levied  in  September  is  collected. 

Assessments:  TTe  have  allowed  as  an  admitted  asset  uncol¬ 
lected  assessments  due  not  more  than  thirty  days. 

membership  and  insurance  in  force 


Number  Insuranc 

1912  of  members  in  force 

March .  7, 770  $6, 216, 000 

April .  7,809  6,247,200 

May .  8,025  6,420.000 

June  .  8,111  6,488,800 

July .  8.  360  6,  688.  000 

August .  8,  602  6,  881,  600 
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UNITED  STATES  GRAND  LODGE  OF  THE  INDE¬ 
PENDENT  ORDER  SONS  OF  BENJAMIN 

New  York,  N.  Y. 

Examination  on  condition  as  of  August  31,  1912. 

Report  dated  October  1,  1912. 

Examiner:  John  L.  Train . 

Assistant  Examiner:  Morris  Finkelstone. 

This  order  commenced  business  on  December  23,  1877,  and 
was  incorporated  under  the  provisions  of  the  Insurance  Law  on 


June  27,  1895. 

Ledger  assets 

Mortgage  loans  .  $30,000  00 

Deposit  with  Provincial  Treasurer  of  Quebec, 

Canada  .  5,000  00 

Cash  in  bank  on  interest .  24,782  06 

Cash  in  office .  35  00 


Total  ledger  assets .  $59,817  06 

Non-ledger  assets 

Accrued  interest  .  $871  76 

Unclaimed  interest  on  trust  funds .  74  22 

Assessments  collected  and  in  hands  of  subor¬ 
dinate  lodges  .  4,  331  56 

- - -  5,277  54 


Total  assets 


$65,094  60 


Liabilities 


Unpaid  death  claims .  $27,500  00 

Headstone  deposits .  774  00 

Miscellaneous  bills  due  and  accrued .  220  53 


28,494  53 


$36,600  07 


Total  liabilities 
Balance  August  31,  1912 


A  statement  of  the  income  and  disbursements  of  the  order  from 
January  1,  1912,  to  August  31,  1912,  inclusive,  is  shown  as 
follows : 

Balance,  ledger  assets,  December  31,  1911,  as  per  order’s  rec¬ 
ords 


$74,051  82 
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Income 


Assessments  and  per  capita  tax .  $80,798  84 

Interest .  1,990  47 

Permit  fees .  99  25 

Supplies .  1  60 

Disinterment  fees  .  55  00 

Accounts  previously  charged  off .  19  44 

Headstone  deposits  .  675  00 


Total  income 


$83,639  60 


Total 


$157,691  42 


Disbursements 


Death  claims  .  $91,  364  63 

Charity .  504  62 

Headstone  deposits  returned .  500  00 

Salaries  of  officers .  2,000  00 

Donation  to  officers .  250  00 

Management  expenses  .  3,255  11 


Total  disbursements 


97,874  36 


Balance,  ledger  assets,  August  31,  1912 


$59,817  06 


Assets 

Mortgage  Loans:  The  order  has  two  outstanding  loans 
amounting  to  $30,000,  secured  by  mortgages  on  property  located 
at  165-167  and  171  and  173  East  108th  street,  Yew  York  city. 
Both  loans  bear  interest  at  the  rate  of  5  per  cent.  The  titles  were 
examined  and  the  property  appraised  by  the  Department  in  1909. 

Deposit  in  Quebec,  Canada:  This  deposit  of  $5,000  is  made 
with  the  provincial  treasurer  of  Quebec,  Canada,  and  is  held  for 
the  protection  of  the  policyholders  located  in  that  province. 

Liabilities 

Death  Claims:  The  mortuary  committee  meets  once  a  month, 
usually  about  the  20th,  and  passes  on  the  death  claims,  and  the 
executive  committee  levies  an  assessment  the  following  month  to 
pay  the  approved  claims. 

Deposits  for  Headstones:  Every  member  of  the  order  who  is 
to  he  buried  in  the  order’s  cemetery  must,  through  his  beneficiary, 
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guarantee  to  erect  a  lieadstone.  The  order  deducts  the  sum  of 
$25  ironi  the  death  benefit  as  a  guarantee  of  same,  the  said  sum 
to  be  repaid  when  the  headstone  is  erected,  otherwise  the  order 
will  use  the  said  sum  for  that  purpose.  For  the  purpose  of  this 
report  the  amount  of  these  deposits  has  been  carried  as  both  an 
asset  and  a  liability,  it  being  in  the  nature  of  a  trust  fund. 

Cemeteries 

The  order  owns  and  maintains  two  cemeteries  for  the  burial 
of  members,  their  wives  and  children.  The  cost  of  the  mainte¬ 
nance  thereof  is  paid  from  the  general  fund. 

0 rganization  and  Membership 

This  order  transacts  business  under  the  subordinate  lodge  sys¬ 
tem,  levying  its  assessments  upon  the  lodges,  who  in  turn  collect 
the  same  from  the  individual  members. 

Many  of  the  subordinate  lodges  have  their  own  benefits  in  addi¬ 
tion  to  those  of  the  grand  lodge,  for  which  they  levy  additional 
assessments  upon  their  respective  members. 

The  order  accepts  as  members  those  of  the  Hebrew  faith,  ex¬ 
clusively,  of  both  sexes,  between  the  ages  of  18  and  45  inclusive, 
A  female,  however,  is  accepted  only  on  the  condition  that  her 
husband  is,  or  will  become  with  her,  a  member  of  the  order. 

Prior  to  the  year  1901,  the  order  insured  husband  and  wife 
together,  the  former  for  $1,000,  and  the  latter  for  $500.  During 
that  period  if  the  husband  died  first,  the  wife  ceased  to  continue 
her  membership.  In  the  year  1901,  the  society  amended  its  by¬ 
laws  so  that  the  wife  became  a  distinct  member  apart  from  her 
husband,  with  all  the  rights  of  a  regular  member.  In  1901  the 
order  also  divided  its  membership  into  two  classes: 

(1)  Male  members  were  continued  at  $1,000  benefit  and  were 
known  as  Class  “A”. 

(2)  Female  members  w^ere  continued  at  $500  benefit  and  desig¬ 
nated  as  Class  “  B  ”. 

In  1902  the  convention  provided  that  members  could  transfer 
from  Class  “A”  to  Class  “  B  ”  and  that  new  members  could  be 
initiated  into  Class  “  B  ”.  As  the  Class  “  B  ”  benefit  was  $500 
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and  the  Class  “A”  $1,000,  it  was  provided  that  the  Class  “A 
assessments  should  be  twice  those  in  Class  “  B  Under  this 
arrangement  but  few  members  transferred  from  Class  “A  '  to 
Class  “  B  ” 

In  October,  1907,  the  executive  committee  adopted  a  resolu¬ 
tion  whereby  the  deaths  occurring  in  each  class  were  to  be  as¬ 
sessed  upon  the  members  of  the  class  separately.  This  was  done 
in  order  to  secure  younger  members  who  could  become  members 
in  Class  “  B  However,  it  was  not  until  1909  that  the  con¬ 
stitution  was  amended  to  provide  for  this  separation  of  assess¬ 
ments,  although  the  classes  had  been  assessed  separately  for  over 
a  year.  The  result  of  this  change  in  the  method  of  assessment 
was  a  great  increase  in  the  assessments  upon  the  Class  “A”  mem¬ 
bers  on  account  of  the  increasing  death  rate  in  that  class  which 
comprises  the  older  members,  and  virtually  compelled  those  mem¬ 
bers  to  either  lapse  their  membership  or  transfer  to  Class  “  B 
and  whereas  the  order  had  10,332  members  in  Class  “  B  ”  and 
7,201  in  Class  “A”  in  January,  1909,  the  membership  in 
December,  1910,  was  10,839  in  Class  “  B  ”  and  only  4  in 
Class  "A”. 

The  organization  and  extension  of  Class  T  B  ”  did  not  bring 
the  result  hoped  for,  which  was  the  initiation  of  a  large  number 
of  young  members  in  Class  “  B  "  for  the  purpose  of  decreasing 
the  death  rate  and  the  amount  of  mortuary  assessments.  The 
result  has  been  a  general  dissatisfaction  within  the  order  and  a 
large  number  of  lodges  have  been  suspended  for  their  failure  to 
pay  assessments.  The  membership  has  shown  a  steady  decrease 
in  numbers  to  such  an  extent  that  in  September,  1912,  the  order 
had  but  3,958  Class  “  B  ”  members  and  2  members  in  Class  “A”. 
The  latter  are  now  assessed  but  twice  the  amount  assessed  on 
Class  “  B  ”  members. 

Bates 

Prior  to  May,  1911,  the  system  of  rates,  as  explained  above, 
was  based  entirely  upon  the  number  of  deaths.  However,  at  the 
said  time  a  new  schedule  of  rates  according  to  age  was  adopted 
and  is  still  in  effect.  The  rates  of  assessment  per  month  for  each 
death,  with  the  number  of  members  in  each  class,  and  a  com- 
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parison  of  the  membership  in  May,  1911,  with  September  1912, 
is  shown  as  follows : 


Age 

18-24  . 
25-29  . 
30-35  . 
36-40  . 
41-45  . 
46-50  . 
51-55  . 
56-60  . 
61 -over 


Class  “A”  members 
Totals . 


Class  “  B  ”  Number  of  Members 


Rate  of 

May 

Sept. 

assessment 

1911 

1912 

$0  01 

32 

8 

01 44 

102 

36 

01i/2 

172 

67 

02 

288 

136 

03 

750 

305 

05 

1,415 

486 

05i/2 

1,840 

697 

06 

1,919 

819 

07 

2,575 

1,  404 

9,  093 

3,  958 

3 

2 

9,  096 

3,  960 

I  find  that  even  in  May,  1911,  one  assessment  would  produce 
$500.06  for  a  benefit  of  $500,  and  in  September,  1912,  one  assess¬ 
ment  per  death  will  produce  only  $223.75,  being  not  one-half  the 
amount  sufficient  to  pay  a  death  benefit  of  $500.  To  try  and 
meet  this  situation  the  convention  of  March,  1912,  adopted  the 
following  resolution  as  the  result  of  a  recommendation  of  a  com¬ 
mittee  appointed  to  consider  the  question  of  rates : 

“  The  undersigned  committee  appointed  for  the  purpose  of  considering  the 
readjustment  of  rates  recommend  that  no  readjustment  of  rates  be  made  but 
that  the  constitution  be  amended  by  providing  that  the  executive  committee 
be  empowered  to  levy  such  number  of  assessments  as  will  produce  an  ade¬ 
quate  amount  to  pay  the  death  claims  of  each  month.” 

Pursuant  to  this  resolution  assessments  were  levied  for  more 
than  the  number  of  deaths.  The  number  of  deaths,  with  the 
number  of  assessments  called  are  shown  by  months  from  No¬ 
vember,  1911,  to  April,  1912,  inc.,  as  follows: 

Number  of  Number 


1911  deaths  assessed  for 

November .  18  22 

December .  20  24 

1912 

January .  19  24 

February .  19  24 

March .  20  25 

April .  22  30 
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Even  these  rates  of  assessments  were  found  insufficient  to  pay 
the  death  claims.  It  was  necessary  to  increase  the  number  of 
assessments,  and  at  a  special  convention  held  in  May,  1912,  a 
resolution  was  adopted  empowering  the  executive  committee  “  to 
call  for  not  more  than  thirty-five  assessments1  (per  month),  and 
if  there  be  any  deficiency,  then  an  amount  not  exceeding  $10,000 
may  be  drawn  from  the  Mutual  Guarantee  Fund  by  the  executive 
committee  for  such  assessments.”  Since  May,  1912,  the  deaths 
and  number  of  assessments  called  have  been  as  follows: 

Number  of  Number  of 


1912  deaths  assessments 

May .  28  35 

June .  24  35 

July .  19  35 

August .  18  35 

September .  20  35 


In  addition  to  these  assessments  it  has  been  found  necessary 
to  transfer  from  the  reserve  or  mutual  guarantee  fund  to  the  mor¬ 
tuary  fund  the  sums  of  $46,000  in  1911  and  $16,000  thus  far 
in  1912.  Moreover,  with  the  present  membership  and  method  of 
levying  assessments,  it  will  be  necessary  to  make  additional 
transfers  in  order  to  meet  the  death  claims  incurred. 

By  levying  for  35  deaths  per  month  the  fixed  rate  of  assessment 


per  member  is  now 

as  follows: 

Age 

Rate 

Age 

Rate 

18-24  . 

.  $0  35 

46-50  . 

$1  75 

25-29  . 

.  44 

51-55  . 

1  93 

30-35  . 

.  53 

56-60  . 

2  10 

36-40  .  .  . . 

.  70 

61-over  . 

2  45 

41-45  . 

The  average  age 

of  the  members  is  now  56%  years. 

This  is 

a  decided  increase 

since  May, 

1911,  when  the  average 

age  was 

50.5.  This  indicates  that  the  younger  members  are  dropping  out 
in  greater  numbers  than  the  older. 


Reinsurance  Proposition 

On  account  of  the  rapid  decrease  in  membership  and  an  in¬ 
crease  in  the  monthly  assessments  causing  dissatisfaction  among 
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the  members,  the  special  convention  held  in  May,  1912,  took  up 
the  question  of  rates  and  discussed  a  proposition  to  reinsure  the 
members  in  the  Metropolitan  Life  Insurance  Company.  The 
proposition  as  then  submitted  was  not  accepted  by  the  members 
and  it  is  probable  was  not  authorized  to  be  made  by  the  Metro¬ 
politan  Company.  The  convention  was  adjourned  subject  to  the 
call  of  the  grand  master  and  the  matter  of  reinsurance  was  left  to 
be  investigated  by  the  executive  committee.  However,  the  Metro¬ 
politan  Life  Insurance  Company  has  now  submitted  a  formal 
proposition  to  reinsure  all  the  members  without  medical  examina¬ 
tion  at  the  following  monthly  rates  at  attained  ages  for  $500 
of  insurance: 


Various  ages 

Rate 

Various  ages 

Rate 

20 . 

.  $0  68 

60 . 

.  $3  13 

25 . 

.  79 

65 . 

.  4  01 

30 . 

.  92 

70 . 

.  5  21 

35 . 

.  1  06 

75 . 

.  6  85 

40 . 

.  1  32 

80 . 

.  9  11 

45 . 

.  1  60 

85 . 

.  12  30 

50  .  .  . 

1  98 

89 . 

.  16  32 

55 . 

.  2  47 

I  am  informed  it  is  the  intention  of  the  grand  master  to  call 
a  special  convention  of  the  order  to  be  held  the  first  part  of 
October  this  year  to  take  action  either  on  the  reinsurance 
proposition  or  another  increase  in  rates. 

Conclusion 

The  examinations  of  the  order  made  during  the  past  three  years 
have  shown  that  a  constant  increase  of  assessment  rates  is  inev¬ 
itable  in  order  to  meet  the  death  claims  incurred.  It  has  also 
been  shown  that  the  membership  has  steadily  decreased  and  that 
the  order  has  failed  to  secure  new  and  younger  members.  In 
fact  practically  all  efforts  to  secure  the  same  have  been  aban¬ 
doned.  The  younger  members  have  looked  elsewhere  for  insur¬ 
ance  and  have  been  able  to  obtain  it  in  other  Hebrew  orders  at 
a  lesser  cost.  The  average  age  is  increasing  and  it  follows  that 
the  death  rate  and  the  assessments  necessary  to  pay  the  death 
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claims  will  also  increase.  It  is  evident  that  with  no  young 
members  coming  into  the  order  the  assessments  will  before  long 
become  prohibitive  to  most  of  the  members.  Up  to  this  time 
the  members  have  had  their  protection  at  a  very  reasonable  cost 
as  a  whole,  in  fact  at  a  cost  which  has  proved  to  be  a  loss  to  the 
order,  considering  the  actual  cost  to  carry  the  membership  at 
the  average  age. 

If  the  order  decides  to  reinsure  with  a  solvent  institution,  the 
members  will  be  assured  of  absolute  protection.  The  reinsuring 
rates  may  be  considered  high  by  the  members,  especially  in  com¬ 
parison  with  the  rates  they  have  been  paying,  hut  should  the  order 
continue  to  do  business,  the  members  remaining  will  be  com¬ 
pelled  to  pay  assessments  much  higher  than  the  rates  set  forth 
under  the  reinsurance  proposition.  Hence,  for  the  good  of  the 
present  members  it  is  recommended  that  the  reinsurance  proposi¬ 
tion  of  the  Metropolitan  Life  Insurance  Company  be  accepted. 
The  time  has  arrived  when  it  is  necessary  for  the  members  to 
look  into  the  future  for  their  own  protection  and  to  meet  the 
situation  as  it  exists.  Delay  in  taking  action  will  only  increase 
the  burden  at  a  later  dav.  Should  the  members  decide  that  rein- 
surance  is  not  desirable,  it  will  he  necessary  for  the  order  to 
make  a  radical  increase  in  its  assessments,  as  the  funds  are  being 
rapidly  depleted  to  pay  the  maturing  obligations. 

Officers 

The  officers  elected  at  the  last  annual  convention  are  as  follows : 

Grand  Master,  Richard  Cohn. 

First  Deputy  Grand  Master,  Hugo  Guttman. 

Second  Deputy  Grand  Master,  Jacob  Hyman. 

Third  Deputy  Grand  Master,  Morris  Cohen. 

Grand  Treasurer,  Peter  Munter. 

Grand  Secretary,  Louis  B.  Franklin. 

Counsel,  Bernard  Alexander. 

The  secretary  receives  a  salary  of  $3,000  per  year,  out  of 
which  he  pays  the  salary  of  a  clerk,  and  the  counsel  receives 
$1,000. 
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INDEPENDENT  ORDER  OF  TRUE  FRIENDS 

Brooklyn,  N.  Y. 

Examination  on  condition  as  of  November  30,  1912. 
Report  dated  December  30,  1912. 

Examiner:  J.  F.  TucJcer. 

Ledger  Assets 


Cash  in  banks  on  interest .  $9,465  47 

Cash  in  hands  of  treasurer .  16  00 

Total  assets  . .  $9,481  47 


Liabilities 

Unpaid  death  claims .  $50  00 

Accrued  salaries  .  143  33 


Total  liabilities  .  193  33 


Balance  November  30,  1912 


$9,288  14 


The  income  and  disbursements  for  the  period  of  eleven  months 
ending  November  30,  1912,  were  as  follows: 

Income 


Assessments,  fees  and  per  capita  tax . .  $7,910  50 

Sale  of  lodge  supplies .  120  12 

Interest  on  bank  deposits .  311  66 


Total  income  .  $8,342  28 

Balance  December  31,  1911 .  9,886  85 


Total 


$18,229  13 


Disbursements 


Death  claims  . .  $7,400  00 

Disability  claims  .  200  00 


Total  payments  to  members .  $7,600  00 

Management  expenses  .  1,  147  66 


Total  disbursements 


8,  747  66 


$9,481  47 


Balance  November  30,  1912 
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Membership 

All  white  male  persons  of  good  moral  character  and  sound 
bodily  health,  between  the  ages  of  18  and  45  years  are  eligible 
for  membership.  There  are  at  present  twenty-eight  subordinate 
lodges  with  a  total  membership  of  1,935.  The  amount  of  insur¬ 
ance  in  force  is  $483,750. 

Assessments  and  Benefits 

Assessments  are  levied  upon  the  subordinate  lodges  as  often  as 
may  be  necessary  to  pay  death  claims.  Each  assessment  is 
uniformly  $1  per  member,  regardless  of  age. 

Certificates  are  issued  for  but  one  amount,  viz.,  $250,  but,  upon 
the  death  of  his  wife,  a  member  receives  $50.  Total  disability  of 
any  member  who  shall  have  been  in  good  standing  for  at  least 
seven  years  entitles  him  to  a  payment  of  $100,  convincing  evidence 
of  such  disability  having  first  been  submitted  to  the  board  of 
trustees.  In  either  such  contingency  the  member  continues  to 
pay  assessments  until  death,  when  the  beneficiary  receives  the  face 
of  the  policy  less  any  previous  payments  which  may  have  been 
made  as  described  above. 

Benevolent  Fund 

The  supreme  lodge  makes  no  provision  for  ordinary  sick  and 
accident  benefits.  The  subordinate  lodges,  however,  maintain  a 
fund  for  that  purpose  known  as  the  “  benevolent  fund.”  Such 
fund  is  supervised  by  the  board  of  trustees  of  the  supreme  lodge, 
but  the  moneys  do  not  in  any  way  enter  into  the  accounts  of  the 
latter  lodge. 

On  April  12,  1912,  $500  was  taken  from  the  general  fund  of  the 
supreme  lodge  and,  by  order  of  the  trustees,  turned  over  to  the 
benevolent  fund  as  a  loan.  This  loan  was  repaid  on  November  7, 
1912. 

Article  IX,  section  3  of  the  by-laws  reads  as  follows : 

“  The  Board  shall  be  empowered  to  set  aside  any  portion  of  the  funds  of 
the  order,  not  otherwise  required  to  comply  with  any  of  the  provisions  of 
the  Insurance  Laws  of  the  State  of  New  York,  for  such  purpose  as  it  may 
deem  necessary  to  carry  into  effect  the  fraternal  objects  of  the  Order.” 

It  would  seem,  therefore,  that  such  use  of  funds  by  the  trustees 
is  not  subject  to  criticism, 
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The  income  and  disbursements  of  the  benevolent  fund,  which, 
as  above  stated,  do  not  enter  into  the  records  of  the  supreme  lodge 
were,  for  the  period  under  examination,  as  follows : 

Income 


Payments  by  members .  $15,093  00 

Interest .  64  97 


Total  income  .  $15,157  97 

-Balance  December  31,  1911 .  4,315  46 

Total .  $19,473  43 


Disbursements 

Sick  and  accident  claims .  $15,419  81 

Salary  of  treasurer .  150  00 


Total  disbursements  .  15,  569  81 


Balance  November  30,  1912 .  $3,903  62 


Assessments  of  $1  per  member  are  made  at  such  intervals  as 
may  be  necessary  to  maintain  this  fund,  but  no  member  can  be 
suspended  or  otherwise  penalized  for  failure  to  contribute,  except¬ 
ing,  of  course,  that  no  member  refusing  to  support  the  fund  can 
participate  in  its  benefits. 

Ten  dollars  per  week  for  not  more  than  thirteen  weeks  and  $5 
per  week  thereafter,  comprise  the  benefits,  but  no  member  can 
draw  more  than  $500  for  sickness  and  accident  during  his  entire 
membership.  Having  drawn  this  amount  he  is  not  entitled  to 
further  benefits,  nor  does  he  make  any  further  contribution  to 
this  fund. 

Officers 

T1  le  officers  of  the  supreme  lodge  are  elected  by  the  convention 
and  their  salaries  fixed  by  the  same  body.  Their  term  of  office 
is  two  years.  The  officers  elected  by  the  last  convention,  with  the 
salary  of  each,  are  as  follows: 

Supreme  President,  R.  E.  Jones .  $100  00  annually 

Supreme  Vice-President,  V.  Hirth  .  25  00  annually 

Supreme  Secretary,  M.  R.  Clark .  600  00  annually 

Supreme  Treasurer,  E.  Behrens  . .  75  00  annually 

The  secretary  is  required  to  give  bond  for  $1,000  and  the 
treasurer  for  $2,000.  The  trustees  are  bonded  for  $9,000. 
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BUFFALO  CO-OPERATIVE  LIVE  STOCK  INSURANCE 

COMPANY 


Westfield,  N.  Y. 

Examination  on  condition  as  of  January  31,  1913. 

Report  dated  February  28,  1913. 

Examiner :  William  A.  Billingham . 

This  company  transacts  the  business  of  insuring  the  lives  of 
domestic  animals  upon  the  co-operative  or  assessment  plan, 
under  the  provisions  of  article  VIII  of  tlie  Insurance  Law. 

This  examination  was  made  as  of  January  31,  1913,  and  the 
following  statement  shows  the  income  and  disbursements  for  the 
period  from  January  1,  1912,  to  the  above  date,  inclusive,  and  the 
assets  and  liabilities  at  the  close  of  business  on  said  date. 


Income 

Assessments .  $6,  879  68 

Donations  by  directors .  3,827  20 


Total  income  .  $10,706  88 

Total  ledger  assets  December  31,  1911,  per  company’s  annual 
statement .  4,727  67 


Total .  $15,434  55 


Disbursements 


Death  claims  .  $5,  607  78 

General  management  expenses .  6,085  87 

Bills  receivable  charged  off .  1,558  52 

Agents’  balances  charged  off .  1,  159  94 


Total  disbursements  .  14,412  11 

.Balance .  $1,  022  44 


Ledger  Assets 


Cash  in  banks  (not  on  interest) . . .  $564  26 

Bills  receivable  .  167  70 

Furniture  and  fixtures .  292  48 


Total  ledger  assets .  $1,022  44 
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A~ on-ledger  Assets. 

Assessments  actually  collected  by  agents  not  turned  over  to 

company .  $92  54 

Gross  assets  .  $1,  114  98 

Deduct  Assets  Not  Admitted 

Bills  receivable  .  $167  70 

Furniture  and  fixtures .  292  48 

-  460  18 

Total  admitted  assets .  $654  80 

Liabilities 

Unpaid  claims,  salaries  and  miscellaneous  bills .  627  41 

Excess  of  admitted  assets  over  liabilities .  $27  39 


This  examination  was  made  for  the  purpose  of  showing  the 
financial  condition  on  January  31,  1913,  and  also  for  the  purpose 
of  ascertaining  the  correctness  of  certain  items  of  income  and 
disbursements  in  the  annual  statement  for  1912,  namely, 
directors7  donations,  $4, 5 00, 7 7  “  bills  receiveable  charged  off 
$1,556. 52, 77  and  “  agents7  balances  charged  off  $1,832.74;77  also 
the  liability  for  unpaid  losses. 

It  appears  that  in  the  month  of  November,  1912,  the  board  of 
directors  was  reorganized  by  the  election  of  three  new  men,  viz., 
E.  1ST.  Skinner,  J.  A.  Prendergast  and  W.  T.  EIcol;  two  of  the 
old  directors,  Perry  A.  Wolf  and  C.  G.  McLellan  remaining. 
The  directorate  as  presently  constituted  is  as  follows : 

Ferry  A.  Wolf,  Ripley,  X.  Y. 

J.  H.  Prendergast,  Westfield,  X.  Y. 

E.  FJ.  Skinner,  Westfield,  X.  Y. 

W.  T.  Xicol,  Westfield,  X.  Y. 

C.  G.  McLellan,  48  Horton  Place,  Buffalo,  X.  Y. 

Xew  officers  also  were  elected  during  the  month  of  Xovem- 
ber,  1912,  as  follows: 

Perrv  A.  Wolf,  President. 

J.  H.  Prendergast,  Vice-President. 

E.  X.  Skinner,  Secretary-Treasurer. 

C.  G.  McLellan  continues  in  his  official  capacity  as  manager. 

The  annual  statement  of  the  company  for  the  year  ending 
December  31,  1912,  subscribed  and  sworn  to  January  13,  1913, 
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and  received  by  the  Department  February  13,  1913,  is  erroneous 
and  false  in  respect  to  “  Directors’  donations  $4,500,”  and 
“Agents’  balances  charged  off  $1,832.74.” 

When  the  new  directors  assumed  the  management,  as  above 
stated,  they  found  the  company  in  an  insolvent  condition.  There¬ 
upon  it  was  mutually  agreed,  according  to  verbal  statements  made 
by  the  officers  to  your  examiner,  that  each  director  should  donate 
$900,  making  $4,500  in  all,  in  order  to  place  the  company  in  a 
solvent  condition.  The  officers  also  stated  that  it  was  understood 
and  agreed  that  Perry  A.  Wolf  should  return  to  the  company  the 
sum  of  $672.80  which  he  had  previously  received  of  the  company’s 
funds  in  payment  of  a  personal  indebtedness  of  M.  E.  Holcomb, 
and  should  receive  credit  therefor  on  account  of  his  donation  of 
$900.  In  order  to  make  this  transaction  clear  it  is  necessary  to 
review  briefly  the  facts  concerning  the  said  payment  of  $672.80 
of  the  company’s  funds  by  Holcomb  to  Wolf,  remembering  that  at 
the  time  it  was  made  Wolf  was  president,  as  he  is  now,  and  Hol¬ 
comb  was  secretary-treasurer. 

It  appears  that  on  December  27,  1911,  Holcomb  negotiated  a 
personal  loan  of  $1,090  from  Wolf,  giving  his  promissory  note 
for  two  months.  This  note  was  renewed  on  February  27,  1912,  at 
which  time  Holcomb  gave  Wolf,  as  collateral  security,  a  check 
signed  by  himself  as  treasurer  of  the  company,  the  understand¬ 
ing  being,  according  to  Wolf’s  affidavit  of  February  15,  1913 
(Exhibit  B,  hereto  annexed),  that  Holcomb  should  maintain  a 
sufficient  balance  in  the  bank  at  all  times  to  meet  the  check.  On 
September  7,  1912,  Holcomb  having  defaulted  in  the  payment  of 
his  last  renewal  note,  Wolf  presented  the  $1,090  check  to  the  bank 
for  payment,  and  was  informed  that  funds  to  the  amount  of 
$672.80  only  were  on  hand  to  meet  it.  Wolf  thereupon  deposited 
$417.20  of  his  personal  funds  to  the  credit  of  the  company,  and 
the  bank  then  cashed  the  $1,090  check. 

If  it  is  claimed  that  Wolf  made  good  to  the  company  the  $672.80 
which  he  wrongfully  received  from  it  on  September  7,  1912,  it 
cannot  also  be  claimed  that  he  donated  at  that  time  $900.  When 
your  examiner  interviewed  the  directors  in  regard  to  such  dona¬ 
tions  they  each  admitted  (excepting  W.  T.  Hicol,  who  was  out  of 
town  and  not  accessible),  that  a  certain  joint  affidavit  by  them 
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made  and  filed  with  the  Insurance  Department  (Exhibit  A,  hereto 
annexed)  was  incorrect.  I  hereupon  they  each  (excepting  Mr. 
Nicol)  executed  other  affidavits  showing  that  the  actual  amount  of 
donations  made  was  $3,827.20  and  not  $4,500  (Exhibits  C  and  D, 
hereto  annexed).  Mr.  Wolf  in  his  last  affidavit  also  outlined  the 
complete  transactions  herein  referred  to  between  himself  and 
M.  E.  Holcomb. 

The  directors  deny  any  intention  on  their  part  to  deceive  or 
mislead  the  Insurance  Department  in  this  matter,  and  claim  that 
their  good  intentions  are  evidenced  by  a  certain  paper  sent  by  the 
company  to  the  Insurance  Department  accompanying  letter  of 
January  28,  1913,  in  which  an  attempted  explanation  is  made. 
Their  idea  appears  to  have  been  to  give  President  Wolf  credit  for 
a  donation  of  $900  and  to  charge  off  as  agents’  balances  the 
$672.80  which  he  had  received  from  the  company  on  account  of 
Holcomb’s  $1,090  debt  to  him,  ignoring  the  fact  that  the  $672.80 
was  not  an  agents’  balance  at  -all,  but  was  a  purely  private  matter 
between  Holcomb  and  Wolf,  concerning  which  the  company  had  no 
responsibility  whatsoever,  notwithstanding  the  fact  that  Holcomb 
gave  Wolf  .the  company’s  check  for  $1,090  as  collateral  to  his 
personal  note.  This  act  of  Holcomb’s,  however  heinous,  and  even 
probably  criminal,  though  it  be,  is  no  excuse  for  Wolf,  for  they 
were  both  officers  of  the  company,  and  the  latter  should  have 
observed,  if  indeed  he  did  not,  as  he  claims,  that  the  check  given 
to  him  by  Holcomb  was  the  company’s  check ;  and  since  he  was  at 
that  time  president  of  the  company  he  should  have  known  also 
whether  Holcomb  was  entitled  to  use  that  check  in  payment  of  a 
personal  debt.  Furthermore,  as  president  of  the  company  he 
should  not  have  permitted  the  issuance  of  any  check  of  the  com¬ 
pany  without  a  warrant  signed  by  the  secretary  and  himself,  for 
the  by-laws  provide  this  limitation  on  the  treasurer’s  powers.  The 
practice  of  the  company  in  this  respect  is  still  as  censurable  as  it 
has  been  hitherto,  since  checks  are  being  issued  bearing  only  the 
signature  of  the  secretary-treasurer. 

The  by-laws  provide  that  the  offices  of  secretary  and  treasurer 
shall  be  held  by  two  persons.  They  are  now  combined  in  one  man. 

Bills  Receivable  Charged  Off:  It  was  found  to  be  impossible 
to  make  any  check  of  this  item.  The  books  show  that  when  the 
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new  officers  assumed  control  in  November,  1912,  there  was  a 
balance  of  $1,558.52,  but  the  present  officers  state  that  the  amount 
of  bills  receivable  which  actually  came  into  their  possession  was 
only  $810.82 ;  that  they  have  no  knowledge  concerning  the  balance 
of  $747.70;  that  they  believe  the  notes  comprising  the  $810.82  to 
be  valueless,  and  for  these  reasons  have  charged  off  the  entire 
$1,559.52  in  the  annual  statement  as  of  December  31,  1912. 

Unpaid  Losses :  The  company  has  no  record  book  showing 
losses  incurred  under  the  old  management,  and  it  was  not  possible 
therefore  to  verify  the  sum  of  $640,  representing  unpaid  losses  in 
the  annual  statement  as  of  December  31,  1912 ;  nor  the  affidavit  of 
E.  N.  Skinner,  secretary-treasurer,  that  unpaid  losses  did  not 
exceed  $555.16  on  January  31,  1913  (Exhibit  E  hereto  annexed). 
Claims  for  losses  incurred  since  the  present  officers  were  elected 
have  been  paid  promptly. 

M.  E.  Holcomb:  I  have  made  diligent  effort  to  ascertain  Mr. 
Holcomb’s  whereabouts  for  the  purpose  of  getting  his  explana¬ 
tion  of  the  Wolf  transaction,  if  he  has  any  to  offer;  also  to  learn, 
if  possible,  the  whereabouts  of  the  missing  bills  receivable,  and  to 
get  a  statement  of  the  unpaid  agents’  balances,  but  without  success. 
The  officers  of  the  company,  however,  state  that  they  believe  he  is 
in  Buffalo  at  the  present  time. 

Conclusion  and  Recommendations 

Notwithstanding  the  questionable  character  of  the  whole  pro¬ 
ceedings  in  connection  with  donations  and  agents’  balances,  indi¬ 
cated  herein,  I  am  of  the  opinion  that  the  intentions  of  those 
involved  were  not  essentially  dishonest,  except  possibly  in  the 
case  of  President  Wolf,  and  even  in  his  case,  after  a  searching 
interview  with  the  man  himself,  and  also  a  thorough  investigation 
concerning  him  in  his  home  community,  I  am  inclined  to  think 
that  he  is  not  so  blameworthy  as  appearances  indicate.  I  do  be¬ 
lieve,  however,  that  he  is  utterly  incompetent  to  fill  the  office  of 
president  of  an  insurance  company,  and  I  am  confirmed  in  this 
belief  by  his  statement  to  me  that  when  he  first  accepted  the  presi¬ 
dency  he  was  informed  that  his  duties  would  be  of  a  merely  nom¬ 
inal  nature  and  that  Secretary  Holcomb  would  manage  the  com¬ 
pany’s  business.  He  further  stated  that  he  had  never  read  the 
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by-laws  and  had  no  knowledge  of  their  provisions.  On  February 
15,  since  this  examination  was  begun,  he  has  made  a  further 
donation  of  $672.80,  thus  making  the  total  contributed  by  him 
$900. 

It  would  seem,  under  the  circumstances,  that  it  would  be  well 
if  the  present  president  resigned  his  office  and  another  were  elected 
in  his  place,  and  that  henceforth  all  checks  be  issued  only  upon 
the  warrant  of  the  president  and  secretary,  as  required  by  the 
by-laws,  and  that  the  company  provide  an  additional  fund  of  at 
least  $2,500  —  this  in  view  of  the  history  of  the  hazardous  business 
in  which  it  is  engaged,  and  especially  the  experience  of  this  com¬ 
pany.  If  this  is  not  done  the  protection  of  the  policyholders  will 
necessitate  examinations  by  this  Department  at  very  frequent 
intervals  in  order  to  ascertain  its  solvency. 
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GOPHER  FLOWER  LODGE  NO.  462,  BRITISH  ORDER 
OF  ANCIENT  FREE  GARDENERS’ 
FRIENDLY  SOCIETY 

New  York,  N.  Y. 

Examination  to  ascertain  legal  status  in  this  State. 

Report  dated  March  15,  1913. 

Examiner :  IT.  W.  Streeter. 

Society 

is  an  organization  claiming  to  be  doing  business  under  the  British 
Friendly  Societies  Act.  A  description  of  its  constitution  and 
objects  can  best  be  supplied  by  the  following  excerpt  from  its 
rules : 

Name,  Constitution  and  Registered  Office 

1.  This  Society  shall  be  called  the  “  British  Order  of  Ancient  Free  Gar¬ 
deners’  Friendly  Society.”  It  shall  consist  of  an  unlimited  number  of  mem¬ 
bers  of  either  sex,  divided  into  branches  called  Districts  and  Lodges,  as  herein 
provided,  and  shall  carry  on  its  business  at  No.  27  Oswald  Street,  City, 
Glasgow,  in  the  County  of  the  City  of  Glasgow,  which  shall  be  the  Registered 
Office  of  the  Order;  and  when  the  Registered  Office  is  changed,  notice  thereof 
shall  be  sent  to  the  Registrar  within  fourteen  days  thereafter,  in  the  form 
prescribed  by  the  Treasury  Regulations  in  that  behalf. 

Objects  of  the  Society. 

2.  The  objects  of  the  Society  shall  be: 

To  provide  by  entrance  fees,  contributions  of  the  members,  fines,  donations, 
levies,  and  by  interest  on  invested  capital  — 

(a)  For  insuring  a  sum  of  money  to  be  paid  on  the  death  of  a  member, 
or  for  the  funeral  expenses  of  a  member’s  wife,  or  the  wife  of  an  expelled 
member,  who  becomes  a  member,  or  children  under  sixteen  years  of  age,  or 
the  widow  of  a  deceased  member. 

(b)  For  the  relief  of  the  members,  or  in  cases  hereby,  or  in  the  rules  of 
any  branch  provided,  the  wives,  children,  fathers,  mothers  of  members,  during 
sickness  or  other  infirmity  over  which  they  have  no  control,  whether  bodily 
or  mental,  in  old  age,  or  in  widowhood;  or 

(c)  For  the  endowment  of  members,  or  nominees  of  members,  at  any  age. 

(d)  For  relieving  widows  and  orphans  of  deceased  members. 

(e)  For  providing  proper  medicine  and  medical  attendance  for  members. 

(f)  For  granting  temporary  assistance  to  the  widows  and  children  of  de¬ 
ceased  m  ember  i. 
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(g)  For  assisting  members  in  distressed  circumstances. 

(h)  For  guaranteeing  the  performance  of  their  duties  by  officers  and 
servants  of  the  Society  or  any  branch  thereof. 

(i)  And  for  assisting  branches  unable  to  meet  their  engagements. 

According  to  its  report  as  of  April,  1912,  the  society  claims  a 
membership  of  58,383  distributed  among  about  500  local  lodges. 
All  but  about  40  of  these  lodges  are  located  in  Great  Britain  and 
Ireland,  and  it  is  to  these  lodges  in  the  United  Kingdom  that  the 
rules  are  more  directly  applicable.  The  forty  lodges  not  located 
in  the  United  Kingdom  are  denominated  in  the  society’s  reports 
colonial  lodges.  They  are  nearly  all  located  in  the  British  West 
Indies.  Gopher  Flower  Lodge  Ko.  462  is  one  of  the  colonial 
lodges  and  the  only  lodge  of  the  society  in  the  United  States.  The 
members  of  Gopher  Flower  Lodge  are  exclusively  negroes  and 
many  of  them  are  West  Indian  or  British  extraction. 

The  relation  of  these  colonial  lodges  to  the  parent  organization 
with  reference  to  sick  and  death  benefits  and  other  financial  mat¬ 
ters  is  set  forth  in  rule  38  and  section  9  of  rule  18  of  the  rules  of 
the  society,  as  follows : 

Branches  Beyond  the  United  Kingdom 

38.  ( 1 )  All  branches  opened  in  any  country  beyond  the  United  Kingdom 
shall  contribute  by  levies,  donations,  or  fees,  the  same  as  branches  in  the 
United  Kingdom,  towards  the  Management  Fund;  and  all  such  branches 
shall  have  notice  of  the  amount  of  levies  fixed  for  each  vear,  and  the  date 
due,  immediately  after  such  levies  have  been  fixed. 

(2)  All  branches  established  beyond  the  United  Kingdom,  in  the  British 
Colonies  or  foreign  countries,  shall  fix  their  own  sick  and  funeral  benefits 
according  to  the  circumstances  surrounding  them,  and  subject  to  the  approval 
of  the  Executive  Committee. 

(3)  All  branches  established  beyond  the  United  Kingdom  shall  furnish 
an  annual  return  on  a  form  supplied  for  that  purpose,  which  must  be  to  hand 
not  later  than  1st  March  of  each  year,  or  be  fined  a  sum  of  Two  Shillings 
and  Sixpence  for  neglect. 

General  Subsidiary  and  Distress  Fund 

18.  (9)  A  Subsidiary  and  Distress  Fund  shall  be  established  in  every 
branch  of  the  Order  in  the  United  Kingdom  (districts  to  fix  sum  payable 
per  member),  for  the  purpose  of  relieving  members  in  distress,  paying  their 
contributions  when  out  of  employment,  and  for  paying  the  levies  made  from 
time  to  time  by  the  Central  Body  to  the  General  Subsidiary  and  Distress 
Fund.  Branches  beyond  the  United  Kingdom  shall  be  at  liberty  to  establish 
independent  subsidiary  and  distress  funds. 
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I  find  that  the  local  organization  began  as  a  sort  of  club  in  1905, 
and  continued  as  such  until  granted  a  charter  by  the  British  Order 
of  Ancient  Free  Gardeners  in  1908,  since  which  time  it  has  been 
operating  as  a  lodge,  with  a  ritual  and  secret  work  of  the  de¬ 
scription  common  to  such  bodies.  It  meets  on  the  first  and  third 
Thursdays  of  each  month  in  Odd  Fellows  Hall,  206-208  East 
128th  street,  Hew  York. 

I  am  informed  that  there  have  been  formed  in  Xew  York  two 
clubs  of  adult  males  and  one  of  adult  females,  who  wish  to 
organize  as  lodges  in  every  respect  similar  to  Gopher  Flower 
Lodge  as  soon  as  they  can  receive  recognition  as  such  from  the 
parent  organization  in  Scotland.  As  there  has  been  considerable 
delay  in  receiving  this  recognition  there  is  some  doubt  if  it  will 
be  obtained.  Violet  Club,  concerning  which  the  Department 
already  has  a  communication,  is  one  of  these  clubs. 

The  number  of  charter  members  of  the  lodge  was  about  93. 
The  membership  has  never  exceeded  175  in  number.  At  present 
there  are  about  130  “  financial  *'  members,  i.  e.,  members  in  good 
standing,  and  7  “  unfinancial”  members,  i.  e.,  those  members  so 
far  in  arrears  in  their  dues  and  assessments  that  they  are  not 
entitled  to  benefits  until  arrearages  are  paid.  All  members  are 
adult  males. 

The  present  officers  of  the  lodge  are  as  follows: 

Worthy  Master  John  C.  Bayne  22  West  132d  street,  Xew  York. 

Deputy  Master  Reginald  Austin,  158  Third  avenue,  Brooklyn,  X.  Y. 

Bast  Master  Edward  Gibbs. 

Senior  Warden  John  Howard. 

Junior  Warden  Amos  Graham. 

Financial  Secretary  Cameron  L.  Brown,  47  Fleet  place,  Brooklyn,  N.  Y. 

Recording  Secretary  Larry  B.  Elcock,  21  West  137th  street,  Xew  York. 

Treasurer  James  Wiltshire,  10  West  131st  street,  Xew  York. 

Monthly  dues  of  50  cents  are  collected  from  each  member.  In 
addition,  post  mortem  assessments  are  made  as  follows: 


On  the  death  of  a  member .  75  cents  per  capita 

On  the  death  of  a  member’s  wife .  35  cents  per  capita 


On  the  death  of  a  member’s  child  under  16  years  of  age.  20  cents  per  capita 

An  initiation  fee  is  charged  for  each  of  the  three  degrees  of 
the  societv.  Small  fines  are  exacted  for  infractions  of  the  rules 
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of  the  lodge.  A  small  profit  is  made  from  the  sale  of  regalia, 
an  annual  entertainment  is  given  at  a  profit  to  the  lodge,  and  an 
interest  income  is  realized  from  the  lodge’s  funds. 

All  benefits  of  every  description  —  death,  sick  and  funeral  — 
are  paid  exclusively  out  of  the  treasury  of  the  local  lodge.  The 


amounts  are  as  follows: 

On  the  death  of  a  member .  $100 

On  the  death  of  a  member’s  wife .  50 

On  the  death  of  a  member’s  child  under  16  years  old .  15 


Sick  benefits  are  paid  at  the  rate  of  $7  per  week  for  the  first 
six  weeks  and  $3  per  week  for  the  next  seven  weeks.  The  maxi¬ 
mum  amount  that  may  be  so  paid  during  any  twelvemonth  is  $63. 
Funeral  benefits  seem  to  be  confined  to  a  moderate  amount  spent 
for  flowers. 

All  members  pay  the  same  dues  and  assessments,  without  re¬ 
gard  to  age  or  size  of  family.  For  instance,  a  bachelor  25  years 
old  or  younger,  for  whom  the  lodge’s  maximum  liability  would 
be  $100,  pays  the  same  dues  and  assessments  as  a  married  man 
of  50  or  older,  who  by  reason  of  greater  age  and  possibly  a  large 
family  renders  the  lodge  liable  for  more  imminent,  more  frequent 
and  greater  losses. 

The  correspondence  between  Gopher  Flower  Lodge  and  the 
parent  organization  appears  to  be  meager  both  as  to  quantity  and 
quality.  There  seems  to  be  little  else  than  the  cypher  communica¬ 
tions  of  the  quarterly  pass  words,  and  an  occasional  circular  letter. 
The  members  best  qualified  to  state  inform  me  that  there  has 
been  no  levy  of  the  8  cents  per  capita  annual  maintenance  tax 
for  a  year  or  two  back,  and  ascribe  as  a  reason  the  operation  of 
the  new  British  Insurance  Act. 

The  lodge  does  not  issue  insurance  certificates  nor  do  the  mem¬ 
bers  of  Gopher  Flower  Lodge,  as  far  as  I  can  learn,  have  any 
insurance  certificate  of  any  description  from  the  British  society. 

I  am  informed  that  no  compensation  is  offered,  given  or  allowed 
for  securing  new  members. 

A  number  of  the  members  whom  I  interviewed  are  Odd  Fel¬ 
lows,  and  they  state  that  in  no  essential  particular,  except  as  re¬ 
gards  benefits  on  account  of  the  death  of  members’  children,  do 


Miscellaneous  Special  .Reports 


1015 


the  Gardeners,  as  organized  in  this  country,  differ  from  the  Odd 
Fellows.  I  am  inclined  to  believe  that  if  the  officers  could  learn 
specifically  just  what  proofs  and  affidavits  are  necessary  to  show 
to  the  satisfaction  of  the  Superintendent  of  Insurance  that  Gopher 
Flower  Lodge  is  similar  to  any  local  colored  lodge  of  Odd  Fel¬ 
lows,  such  proof  and  affidavits  would  be  forthcoming. 

The  by-laws  of  the  lodge  are  now  undergoing  revision  at  the 
hands  of  a  committee  appointed  for  the  purpose-  Those  officers 
of  the  lodge  and  members  of  the  committee  whom  I  interviewed 
express  a  desire  to  conform  to  the  requirements  of  the  law  in  every 
particular.  I  have  the  assurance  that  should  the  provision  for 
the  payment  of  a  benefit  on  account  of  the  death  of  a  member^ 
child,  be  adjudged  illegal,  such  benefit  will  be  eliminated.  With 
this  desire  to  conform  to  the  law,  however,  there  is  coupled  a 
marked  reluctance  on  the  part  of  a  majority  of  the  members  to 
sever  the  affiliation  they  have  with  the  lodges  of  the  society  in 
other  countries.  In  short  it  appears  that  the  majority  wish  the 
minimum  change  in  their  organization  and  rules  consistent  with 
the  requirements  of  the  law. 

Some  of  the  members  who  were  prominent  in  founding  the 
lodge  have  been  ambitious  to  extend  its  scope  and  influence  in 
this  country.  Accordingly,  one  of  their  number,  Barrow  by  name, 
who  was  connected  with  the  staff  of  the  building  in  which  Mr. 
Haviland  at  that  time  had  his  office,  sought  that  gentleman’s 
advice  as  to  the  correct  legal  course  to  pursue.  The  somewhat 
extended  correspondence  referred  to  at  the  beginning  of  this  report 
resulted.  Guided  by  what  he  believed  to  be  the  wish  of  this 
Department,  Mr.  Haviland  has  advised  those  of  the  order  who 
consulted  him  to  incorporate  the  society  in  this  State.  The  in¬ 
corporation  of  the  American  Subsidiary  Executive  of  the  British 
Order  of  Ancient  Free  Gardeners  followed.  The  incorporators 
have  sought  to  have  the  corporation  become  the  controlling  au¬ 
thority  of  the  society  in  this  country,  and  to  have  it  succeed  to 
the  good  will,  prestige,  etc.,  held  in  the  community  by  Gopher 
Flower  Lodge,  should  that  lodge  be  dissolved. 

Either  this  course  or  the  manner  in  which  Barrow  and  his 
associates  presented  it,  proved  very  unacceptable  to  the  majority 
of  the  officers  and  members  of  the  lodge,  and  has  given  rise  to 
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the  accusation  that  Barrow  and  his  associates  are  seeking  to 
realize  ambitions  of  a  more  personal  nature.  The  dissension 
promises  to  result  in  litigation,  $150  having  already  been  appro¬ 
priated  from  the  funds  of  the  lodge  for  that  purpose,  with  a 
prospect  of  more  to  follow. 

Mr.  Haviland’s  interest  in  the  affairs  of  the  lodge  appears  to 
be  only  that  of  a  friendly  adviser.  He  has  served  it  in  other 
matters  without  making  any  charge  for  his  services.  On  one 
occasion,  however,  as  a  token  of  its  appreciation,  the  lodge  made 
him  a  voluntary  payment  of  twenty  dollars.  Aside  from  his  very 
natural  desire  to  have  his  advice  confirmed  by  a  Department  rul¬ 
ing,  thus  saving  from  embarassment  that  faction  of  the  lodge 
which  has  followed  that  advice,  his  chief  concern  is  that  some 
ruling  be  made  that  will  definitely  fix  the  status  of  the  lodge  so 
that  he  can  more  effectively  exert  his  influence  to  restore  harmony 
therein  and  conserve  its  resources. 

The  assets  of  the  lodge  consist  of  an  interest  bearing  balance  of 
$1,218.17  on  deposit  in  the  Union  Dime  Savings  Bank  of  this 
city,  and  cash  amounting  to  less  than  $50  in  the  hands  of  the 
treasurer.  All  benefits  more  than  a  week  due  have  been  paid, 
and  the  outstanding  bills  are  few  and  small  in  amount.  Its  affairs 
have  been  economically  managed.  Its  officers  have  served  without 
pay  until  recently.  The  total  of  the  annual  salaries  now  paid 
is  $51. 

The  books  have  been  so  crudely  kept  that  an  exact  separation 
of  the  receipts  and  disbursements  into  their  various  items  without 
the  presence  of  the  recording  officers,  past  and  present,  is  difficult. 

In  1912,  $1,601.54  was  received  and  $1,319.34  was  expended, 
approximately  as  follows: 


Receipts 

Dues .  $780  00 

Assessments . 420  00 

Initiation  fees  . ■ .  50  00 

Annual  entertainment  (gross)  . . 271  54 

Fines .  20  00 

Profit  on  sale  of  regalia .  30  00 

Interest . . . .  30  00 


$1,601  54 
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Disbursements 


Death  benefits  .  $395  00 

Sick  benefits  .  417  00 

Expenses  of  annual  entertainment .  175  00 

Rent .  74  50 

Salaries .  25  50 

Supplies  and  regalia .  102  62 

Legal  expenses  .  20  00 

Miscellaneous .  109  72 


$1,319  34 


THE  EASTERN  TORNADO  INSURANCE  ASSOCIATION 

New  York,  N.  Y. 

Examination  on  condition  as  of  December  12,  1912. 

Report  dated  December  12,  1912. 

Examiner:  A.  Z.  Banta. 

History  and  Organization 

In  the  early  part  of  the  year  1909  it  was  proposed  by  some  of 
the  companies  writing  tornado  windstorm  insurance  in  the 
Eastern,  Middle  and  New  England  States  to  organize  for  the 
general  improvement  and  betterment  of  conditions  in  respect  to 
such  insurance;  a  few  meetings  were  held,  the  above  named  asso¬ 
ciation  formed,  and  constitution  and  by-laws  agreed  upon  and 
signed. 

A  meeting  was  held  at  the  office  of  the  Home  Insurance  Com¬ 
pany,  No.  56  Cedar  street,  May  18,  1909,  for  the  purpose  of  form¬ 
ing  an  association  by  companies  writing  tornado  business  in  the 
Eastern,  Middle  and  New  England  States. 

The  following  companies  were  represented : 

Aachen  and  Munich  Insurance  Company. 

Aetna  Insurance  Company. 

Caledonian  Fire  Insurance  Company. 

Connecticut  Fire  Insurance  Company. 

Germania  Fire  Insurance  Company. 

Home  Insurance  Company. 

London  and  Lancashire  Fire  Insurance  Company. 

New  York  Underwriters  Agency. 
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Orient  Insurance  Company. 

St.  Paul  Fire  and  Marine  Insurance  Company. 

Shawnee  Fire  Insurance  Company. 

Springfield  Fire  and  Marine  Insurance  Company. 

Westchester  Fire  Insurance  Company. 

Security  Insurance  Company. 

At  this  meeting  organization  was  effected  by  the  choice  of  a 
name,  the  adoption  of  a  constitution  and  by-laws  and  the  election 
of  officers. 

On  June  9,  1909,  a  second  meeting  was  held  in  the  office  of  the 
Home  Insurance  Company  in  Hew  York  at  which  a  schedule  of 
rates  was  reported  and  the  cities  of  Hew  York,  Boston,  Philadel¬ 
phia  and  the  State  of  Hew  Hampshire  excluded  from  the  opera¬ 
tion  of  the  association. 

Subsequent  to  this  date  it  does  not  appear  that  any  meetings 
have  been  held. 

Membership 

At  the  time  of  the  organization  there  were  about  forty-three 
companies  writing  tornado-windstorm  insurance  in  the  territory 
proposed  to  be  governed  by  the  association,  of  which  twenty-six 
signified  their  intention  of  joining  the  association,  and  twenty-five 
signed  the  constitution  and  by-laws  and  two  others,  while  refusing 
to  join,  agreed  with  the  objects  of  the  association  and  expressed 
their  willingness  to  co-operate. 

Constitution  and  By-Laivs 

The  constitution  and  by-laws  adopted  follow  in  general  the  con¬ 
stitution  and  by-laws  of  the  “  Southern  Tornado  Insurance  Asso¬ 
ciation.”  It  provides  in  the  usual  form  for  the  name  of  the  organ¬ 
ization,  its  aims  and  objects,  commissions  paid  to  local  agents, 
election  of  officers,  etc.  x\rticle  III  provides  that  the  association 
shall  be  competent  to  prescribe  forms  of  contract  and  conditions 
under  which  liability  for  damage  by  hail  and  other  natural 
elements  except  fire  or  lightning  may  be  assumed  by  the  subscrib¬ 
ing  companies. 

Copy  of  conditions  and  by-laws  is  attached. 
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Aims  and  Objects 

The  object  of  the  association  as  stated  in  its  constitution 
“  shall  ”  be  to  disseminate  useful  information  concerning  the  por¬ 
tion  of  the  country  comprising  the  territory  proposed  to  be  subject 
to  the  association ;  to  determine  form  of  building  and  construction 
best  adapted  to  withstand  the  impact  of  the  wind,  to  promote  ade¬ 
quate  protection  to  property  owners,  and  as  far  as  possible  to 
regulate  rates,  forms  and  conditions  of  insurance  contracts,  and 
commissions  paid  to  agents.  Aside  from  regulating  rates,  com¬ 
missions  and  forms  of  contracts,  the  functions  of  the  association 
are  designed  to  be  largely  advisory  and  educational. 

Officers  and  Committees 

The  constitution  provides  for  the  election  of  a  president,  a  vice- 
president  and  a  secretary  who  shall  also  act  as  treasurer,  and  at 
the  meeting  held  on  May  18,  1909,  the  late  Mr.  E.  H.  A.  Correa, 
vice-president  of  the  Home  Insurance  Company  was  elected  presi¬ 
dent,  Mr.  John  H.  Stoddart,  general  agent  of  the  Hew  York 
Underwriters  Agency  was  elected  vice-president,  and  Mr.  Jay 
Zorn  of  the  Home  Insurance  Company  was  elected  secretary. 
Although  the  constitution  provides  for  an  executive  committee  to 
consist  of  the  president,  vice-president  and  five  members,  it  does 
not  appear  that  such  committee  was  ever  elected. 

Bates 

The  association  does  not  seem  to  have  promulgated  any  rates 
although  a  table  of  minimum  rates  was  submitted  for  considera¬ 
tion,  for  one,  three  and  five-year  terms,  both  on  a  flat  basis  and 
on  the  regular  50  per  cent,  coinsurance  basis. 

The  association  gathered  no  statistics,  had  no  income  at  all, 
incurred  no  debts,  kept  no  minute  books  or  books  of  any  kind,  and 
aside  from  organizing  practically  nothing  was  done  and  the  mat¬ 
ter  was  apparently  dropped.  It  is  stated  that  the  association  made 
no  progress  because  of  the  lack  of  interest  on  the  part  of  many  of 
the  companies,  this  being  due  to  the  fact  that  very  little  business 
of  the  kind  is  written  in  the  territory  proposed  to  be  covered  by 
the  operations  of  this  association. 
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EXAMINATION  OF  FOREIGN  FIRE  INSURANCE 

CORPORATIONS 

Authorized  to  Transact  Business  in  This  State  Under  the 

Provisions  of  Section  138 

Report  dated  May  2,  1912. 

Examiner :  Charles  Id.  Gardner. 

Following  is  a  list  of  all  such  companies  which  have  secured 
certificates  of  authority  from  the  Department,  together  with  the 
names  of  the  agent  or  agents  through  whom  said  companies  con¬ 
duct  the  business  of  fire  insurance  and  issue  policies  within  this 


State : 

Name  and  Location 

West  of  Scotland  Ins.  Office,  Ltd., 
Glasgow,  Scotland  . 

Les  Provinces  Reunis  Ins.  &  Re-Ins. 
Co.,  Ltd.,  Brussels,  Belgium . 

National  General  Ins.  Co.,  Ltd.,  Lon¬ 
don,  England  . 

Scranton  Fire  Insurance  Company, 
Scranton,  Pa . 

London  Mutual  Fire  Insurance  Co., 
Toronto,  Canada  . 

Metropolitan  Fire  Insurance  Co., 
Chicago,  Illinois  . 

The  Nat’l  Ins.  Co.  of  Great  Britain, 
Ltd.,  Glasgow,  Scotland . 

The  Austrian  Elementar  Ins.  Co., 
Vienna,  Austria  . 

The  Nye  Danske  Fire  Insurance  Co., 
Copenhagen,  Denmark  . 

The  Excess  Insurance  Co.,  Ltd.,  Lon¬ 
don,  England  . 


Agent  or  Agents 

Frank  &  Dubois,  47  William  st.,  New 
York. 

Frenkel  &  Company,  44  Cedar  st., 
New  York. 

J.  S.  Frelinghuysen,  111  William  st., 
New  York. 

Warren  M.  Kimball,  123  William  st., 
New  York. 

James  W.  Dubrow,  68  William  st., 
New  York. 

Edward  E.  Hall  &  Company,  123  Wil¬ 
liam  st.,  New  York. 

Edward  E.  Hall  &  Company,  123  Wil¬ 
liam  st.,  New  York. 

Edward  E.  Hall  &  Company,  123  Wil¬ 
liam  st.,  New  York. 

Hall  &  Henshaw,  49  John  st.,  New 
York. 

Hall  &  Henshaw,  49  John  st.,  New 
York. 
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Agent  or  Agents 

Hall  &  Henshaw,  49  John  st.,  New 
York. 

Hall  &  Henshaw,  49  John  st.,  New 
York. 

The  several  companies  above  listed  are  operating  under  cer¬ 
tificates  of  authority  granted  by  the  Superintendent  of  Insurance 
in  accordance  with  the  provisions  of  section  138  of  the  Insurance 
Law.  The  authority  so  granted  is  specifically  limited  to  the  issu¬ 
ance  of  policies  of  fire  insurance  on  bona  fide  surplus  line  risks 
located  in  the  State  of  Hew  York,  and  for  which  applications  have 
been  received  from  special  agents  licensed  under  section  137  of  the 
Insurance  Law. 

The  following  information  was  obtained  upon  the  investigation 
into  the  affairs  of  the  companies  whose  names  appear  in  the  above 
list : 

On  October  14,  1911,  a  certificate  was  issued  to  the  West  of 
Scotland  Insurance  Office  of  Glasgow,  Scotland,  designating  as 
agents  Messrs.  Frank  and  Dubois.  This  company  has  not  is¬ 
sued  any  policies  to  date  of  this  investigation,  its  agents  claiming 
that,  as  the  requirements  contained  in  section  138  confined  the 
company’s  operations  to  surplus  risks  located  in  Hew  York  State, 
it  was  not  deemed  advisable,  at  least  for  the  present,  to  transact 
the  business  of  fire  insurance  under  the  existing  conditions.  Cor¬ 
respondence  was  conducted  with  the  Department  looking  to  a  modi¬ 
fication  of  the  strict  interpretation  of  the  law,  but  the  Department 
took  the  position  that  the  company  must  confine  its  writings  to 
strictly  surplus  risks  located  within  the  State  upon  applications 
received  from  agents  licensed  under  the  provisions  of  section  137. 

On  October  14,  1911,  a  certificate  was  issued  to  Les  Provinces 
Reunis  Insurance  and  Reinsurance  Company,  Ltd.,  designating  as 
agents  Messrs.  Frenkel  and  Company. 

Prior,  however,  to  obtaining  this  certificate,  the  company  tran¬ 
sacted  the  business  of  fire  insurance  in  the  LTnited  States  for  sev¬ 
eral  years,  operating  through  Frenkel  and  Company  by  virtue  of 
a  power  of  attorney  received  by  them  from  the  home  office  of  said 
company.  Although  business  has  been  written  covering  property 
located  within  and  without  the  State,  its  total  value  is  small.  The 


Name  and  Location 

National  General  Ins.  Co.,  Ltd.,  Lon¬ 
don,  England  . 

The  Royal  London  Auxiliary  Ins.  Co., 
Ltd.,  London,  England . 
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aggregate  premiums  in  force  amount  to  approximately  $3,100.  Of 
this  sum  about  $85  represents  premiums  on  surplus  risks  located 
within  this  State,  and  the  remainder,  $3,015,  is  derived  from  risks 
located  outside  the  State  written  both  prior  to  and  since  the  is¬ 
suance  of  certificate.  It  was  learned,  however,  that  no  new  policies 
have  been  issued  subsequent  to  April  1,  1912,  on  property  located 
outside  of  this  State. 

On  October  14,  1911,  a  certificate  was  issued  to  the  National 
General  Insurance  Company,  Ltd.,  of  London,  England,  designat¬ 
ing  as  its  agent,  J.  S.  Erelinghuysen.  For  some  time  prior  to  the 
above  date  this  company  had  been  transacting  the  business  of  fire 
insurance  insuring  property  located  both  within  and  without  the 
State.  The  company  confined  its  writing  within  this  State  to  sur¬ 
plus  line  risks,  the  premiums  in  force  at  present  on  such  business 
being  the  sum  of  $900,  but  its  operations  outside  the  State  were 
of  much  larger  volume  amounting  to  approximately  $25,000  of 
premiums  in  force,  which  would  indicate  either  a  large  surplus 
business  or  else  business  of  more  general  character.  It  was  as¬ 
certained  that  the  company  had  discontinued  this  agency  and  that 
at  the  date  of  this  investigation  negotiations  were  being  conducted 
for  the  purpose  of  reinsuring  its  outstanding  risks  effected  through 
this  agent. 

On  October  14,  1911,  a  certificate  was  issued  to  the  Scranton 
Fire  Insurance  Company  of  Scranton,  Pennsylvania,  designating 
as  agents  Messrs.  Warren  M.  Kimball  and  Company. 

Business  was  conducted  by  this  company  for  only  a  short  time 
after  the  issuance  of  the  above  certificate,  and  its  writings  were 
confined  to  surplus  risks  located  within  this  State.  But  twenty 
policies  were  issued  and  of  these  thirteen  remained  in  force  at 
the  date  of  this  investigation.  The  company  ceased  writing  busi¬ 
ness  on  January  2,  1912,  and  reinsured  its  outstanding  liabilities 
at  said  date  with  the  American  Union  Fire  Insurance  Company 
of  Philadelphia,  Pennsylvania.  The  unused  policies  in  the  hands 
of  agents  were  returned  to  the  head  office  of  the  company  at 
Scranton,  Pennsylvania,  under  date  of  April  9,  1912. 

On  November  29,  1911,  a  certificate  was  issued  to  the  London 
Mutual  Fire  Insurance  Company  of  Toronto,  Canada,  designating 
as  its  agent  James  W.  Dubrow. 
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This  company  transacted  but  a  small  amount  of  business  after 
receiving  its  certificate,  and  confined  its  writing  to  surplus  risks 
located  within  this  State.  On  or  about  March  1,  1912,  the  com¬ 
pany  practically  ceased  writing  business  in  the  United  States,  and 
recalled  the  certificate  held  by  its  agent.  All  policies  were  issued 
from  the  home  office  of  the  company  at  Toronto,  Canada,  and  of 
those  issued  but  five  remained  in  force  at  the  date  of  this  investi¬ 
gation. 

Certificates  designating  as  agents  Messrs.  Edward  E.  Hall  and 
Company  were  issued  to  the  following  companies  at  the  dates 
entered  below : 


Name  of  Company  Date  of  certificate 

Metropolitan  Fire  Insurance  Company  of  Chicago,  Ill...  October  14,  1911 
National  Insurance  Company  of  Great  Britain,  Glasgow, 

Scotland .  November  27,  1911 

Austrian  Elementar  Insurance  Company,  Vienna,  Austria  March  19,  1912 


As  a  result  of  business  written  on  property  located  both  within 
and  without  the  State  the  premiums  in  force  by  companies  at  the 
date  of  this  investigation,  which  include  the  writings  both  before 
and  since  the  issuance  of  certificates  are  set  forth  below. 


Metropolitan  Fire  Insurance  Company 

.Nat’l  Ins.  Co.  of  Great  Britain . 

Austrian  Elementar  Insurance  Co . 


Premium 
New  York 
State 

$172  .00 
267  00 
447  00 


Premium 

other 

States 

$1,051  00 
9,476  00 
6,900  00 


The  above-named  companies  operating  through  Edward  E.  Hall 
and  Company  had  transacted  the  business  of  fire  insurance  in  the 
United  States  prior  to  the  date  of  the  issuance  of  the  afore¬ 
mentioned  certificates,  and  it  seems  from  the  amount  of  premiums 
in  force  that  the  surplus  business  written,  covering  property  within 
this  State,  represents  but  a  small  volume  of  the  total  business 
transacted  by  these  companies  through  this  agent. 

Certificates  designating  as  agents  Messrs,  Hall  and  Henshaw 
were  issued  to  the  following  companies  at  the  dates  entered  below : 

Name  of  Company  Date  of  certificate 

Nye  Danske  Fire  Insurance  Co.,  Copenhagen,  Denmark..  October  14,  1911 

Excess  Insurance  Company.  Ltd.,  London,  England .  October  14,  1911 

National  General  Insurance  Co.,  Ltd.,  London,  England..  October  14,  1911 

Royal  London  Auxiliary  Ins.  Co.,  Ltd.,  London,  England..  January  29,  1912 
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As  a  result  of  business  transacted  prior  and  subsequent  to  the 
issuance  of  certificates  insuring  property  both  within  and  without 
the  State,  the  premiums  in  force  by  companies  at  the  date  of  this 
investigation  are  set  forth  below: 


.Nye  Danske  Fire  Insurance  Co . 

Excess  Insurance  Company,  Ltd . 

JS'at’l  General  Ins.  Co.,  Ltd . 

Royal  London  Auxiliary  Ins.  Co.,  Ltd 


Premiums 

Premiums 

New  York 

other 

State 

States 

$2,983  00 

$7, 135  00 

6,519  00 

24,254  00 

8,256  00 

79,965  00 

1,673  00 

22, 165  00 

It  will  be  noted  from  the  figures  submitted  that  the  premiums 
derived  by  the  foregoing  companies  represent  a  large  volume  of 
business  transacted  on  risks  located  outside  this  State.  It  is  freely 
admitted  by  Messrs.  Hall  and  Henshaw,  agents  for  these  com¬ 
panies,  that  operations  have  been  conducted  along  these  lines  for 
some  time  past.  These  companies  have  confined  their  operations 
within  the  State  to  bona  fide  surplus  risks,  but  the  figures  would 
indicate  that  on  business  located  outside,  acceptances  have  been 
of  a  more  general  character. 

The  Rational  General  Insurance  Company  of  Great  Britain 
has  premiums  in  force,  in  addition  to  the  above,  amounting  to 
the  sum  of  $27,000,  representing  business  written  on  risks  located 
in  foreign  countries,  the  policies  having  been  issued  by  Hall  & 
Henshaw. 

The  Royal  London  Auxiliary  Insurance  Company,  Limited, 
has  like  business  in  force  written  through  the  same  office  amount¬ 
ing  to  $4,800. 

In  connection  with  the  operations  of  the  Rational  General 
Insurance  Company,  Limited,  of  London,  England,  you  are  par¬ 
ticularly  advised  that  this  company  has  also  transacted  business 
in  the  city  of  Rew  York  through  the  office  of  John  A.  Kelly 
and  Company  of  49  John  street.  Ro  authority  has  ever  issued 
to  the  company  to  operate  through  such  agency.  Mr.  Kelly’s 
representative  has  stated  to  your  examiner  that  all  insurance 
written  covers  property  outside  the  State  of  Rew  York.  Policies 
reinsuring  risks  of  other  companies  bear  the  counter  signature  of 
“  John  A.  Kelly  and  Company.” 

This  investigation  brings  out  plainly  the  following  facts,  viz. : 
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First:  That  certain  companies  have  operated  properly  in  ac¬ 
cordance  with  statutory  and  departmental  regulations. 

Second :  That  one  company  —  Les  Provinces  Reunis  Insurance 
and  Reinsurance  Company  —  writing  insurance  on  property  lo¬ 
cated  both  within  and  without  the  State,  has  since  April  1,  1912, 
issued  no  policies  on  property  located  without  the  State. 

Third:  That  one  company  —  the  West  of  Scotland  Insurance 
Office  —  has  no  policies  of  insurance  by  virtue  of  its  certificate 
granted. 

Fourth:  That  the  Scranton  Fire  Insurance  Company,  and  the 
London  Mutual  Fire  Insurance  Company,  have  ceased  writing 
business. 

Fifth:  That  the  several  companies  operating  through  the 
officers  of  E.  E.  Hall  and  Company,  and  Hall  and  ITenshaw,  re¬ 
spectively,  have,  both  before  and  after  the  issuance  of  licenses, 
carried  on  business  insuring  surplus  line  risks  in  the  State  of 
Hew  York,  as  well  as  other  risks  located  outside  of  the  State,  and 
are  so  engaged  at  the  present  time. 

Sixth:  That  the  Rational  General  Insurance  Company  has 
ceased  to  operate  through  the  office  of  J.  S.  Frelinghuysen,  although 
continuing  under  other  representation. 

The  authority  to  write  insurance  granted  these  companies  as 
specially  outlined  in  department  circular  letter  of  instructions, 
under  date  of  July  1,  1911,  is  a  limited  authority  permitting  such 
insurers  “  to  issue  policies  of  fire  insurance  within  this  State 
upon  application  made  to  them  by  agents  licensed  under  the  pro¬ 
visions  of  section  137  of  the  Insurance  Law,  and  not  otherwise.” 
Admittedly  the  Department’s  instructions  have  been  disregarded 
by  the  companies  under  the  respective  management  of  E.  E.  Hall 
and  Company,  and  Hall  and  Henshaw.  It  is  claimed  by  such 
agents  that  they  are  advised  by  counsel  that  section  142,  enacted 
subsequent  to  section  138,  permits  by  inference  the  placing  of 
insurance  on  property  located  outside  the  State  with  non-admitted 
companies. 
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EXCISE  BONDING  BUSINESS  AS  TRANSACTED  IN 
THIS  STATE  THROUGH  THE  EXCISE  REINSUR¬ 
ANCE  AGREEMENT. 

Examination  as  of  June  8,  1912. 

Report  dated  August  3,  1912. 

Chief  Examiner :  Arthur  F.  Saxton. 

Examiner:  Leon  S.  Senior. 

Assistant  Examiners:  Heath  and  Streeter. 

Organization 

In  April,  1906,  a  number  of  surety  companies  formed  an  associa¬ 
tion  for  the  purpose  of  reinsuring  each  other  upon  excise  bonds 
executed  in  this  State  for  applicants  desirous  of  obtaining  liquor 
tax  certificates  from  the  State  Excise  Department.  An  agreement 
was  entered  into  whereby  each  participant  was  allotted  a  certain 
percentage  of  the  total  business  to  be  written  by  the  reinsuring 
companies,  and  a  general  method  was  provided  for  transacting 
this  business.  Similar  agreements,  with  modifications,  were 
entered  into  and  associations  formed  for  the  years  1907,  1908, 
1909,  1910  and  1911.  During  the  years  1906  and  1907,  the 
business  of  the  association  was  confined  to  the  counties  of  New 
York,  Westchester,  Richmond,  Kings,  Queens,  Nassau  and  Suf¬ 
folk.  The  association  of  1908  and  all  of  the  associations  organized 
subsequently  extended  the  territory  to  cover  the  entire  State  of 
New  York. 

The  scheme  of  organization,  as  outlined  in  the  various  agree¬ 
ments  since  1908,  provide  for  a  general  or  executive  committee, 
composed  of  one  representative  from  each  participating  company. 
Such  committee  is  charged  with  the  general  direction  and  manage¬ 
ment  of  the  affairs  of  the  association  and  has  complete  power  to 
carry  out  all  the  purposes  of  the  agreement.  The  work  of  this 
committee  is  carried  out  with  the  aid  of  two  sub-committees, 
namely,  the  city  administrative  committee,  which  has  jurisdiction 
in  the  counties  of  New  York,  Westchester,  Richmond,  Kings, 
Queens,  Nassau  and  Suffolk,  and  the  State  administrative  com- 


Miscellaneous  Special  Reports 


1027 


mittee,  which  has  jurisdiction  in  all  counties  of  the  State,  except 
those  named  as  constituting  the  territory  of  the  city  administra¬ 
tive  committee.  Both  of  these  committees  exist  for  the  purpose 
of  giving  practical  effect  to  the  rulings  of  the  executive  committee 
and  to  take  care  of  the  business,  subject  to  the  authority  of  the 
executive  committee. 

The  following  companies  are  participants  in  the  1911 
agreement. 


Name  of  Company  Participation 

American  Bonding  Company .  6.305  per  cent. 

American  Surety  Company .  13.095  per  cent. 

Bankers  Surety  Company .  8.73  per  cent. 

Federal  Union  Surety  Company .  8.73  per  cent. 

Fidelity  and  Casualty  Company .  11.8825  per  cent. 

Fidelity  and  Deposit  Company .  8.73  per  cent. 

Illinois  Surety  Company .  6.79  per  cent. 

.National  Surety  Company .  8.9725  per  cent. 

Pacific  Coast  Casualty  Company .  5  per  cent. 

United  States  Fidelity  &  Guaranty  Co .  7.76  per  cent. 

Equitable  Surety  Company .  3.82  per  cent. 

United  States  Guarantee  Company .  10.185  per  cent. 


Profit  and  Loss  Account. 

The  underwriting  experience  under  the  agreements  of  1906 
to  1910,  inclusive,  has  been  practically  completed,  since  all  further 
action  for  forfeiture  of  bonds  on  account  of  violations  are  barred 
by  statute.  Under  the  1911  agreement,  the  experience  will  not 
be  completed  until  June  30,  1913.  The  profit  and  loss  accounts 
for  each  agreement  are  shown  herewith : 


1906  Agreement—  (May  1,  190 ft  — May  1,  1907) 


Premiums . 

Salvage . 

Interest  . 

Commissions .  $65,  70S  26 

Expenses .  25,208  28 

Refunds .  3.  333  50 

Losses .  82.  886  82 

Surplus  (net  profits) .  322,488  93 


$480,949  59 
9,070  26 
9,605  94 


$499,625  79  $499,625  79 
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1907  Agreement —  {May  1,  1907  —  May  1,  1908) 


Premiums . 

Salvage . . . 

Interest  . 

Commissions . : .  $44,867  82 

Expense .  24,  145  57 

Refunds .  109,  670  86 

Surplus  (net  profits) .  44,  604  58 


$205,499  25 
16,589  99 
2,967  34 


$225,056  58  $225,056  58 


1908  Agreement —  ( May  1,  1908  —  October  1,  1909) 


Premiums .  $1,133,875  25 

Salvage .  88,  403  87 

Interest .  16,309  74 

Commissions .  $159,094  31 

Expenses .  88,  513  89 

Refunds .  152,  834  42 


Losses .  413,  409  88 

Claims  outstanding  (estimated) .  11,000  00 

Surplus  (net  profits) .  413,736  36 


$1,238,588  86  $1,238,588  86 


1909  Agreement —  ( October 

Premiums . 

Salvage . 

Interest  . 

Commissions . 

Expenses . 

Refunds . 

Losses  paid  . 

Claims  outstanding  . 

Surplus  (net  profits) . 


1909  —  October  1.  1910 

.  $656,854  90 

.  39,960  61 

.  9,  904  83 

. .  . .  $112,  178  99 

.  .  .  .  82,  886  92 

3,40275 
. .  .  .  169,330  75 

.  .  .  .  6,  625  00 

.  .  . .  332, 655  93 


$706,720  34  $706,720  34 


1910  Agreement —  {October  1,  1910  —  October  1,  1911 


Premiums . 

Salvage . 

Interest  . 

Commissions .  $153,  797  42 

Expenses .  74,609  62 

Refunds .  7,527  40 

Losses  paid  .  173,  988  52 

Claims  outstanding  .  63,  025  00 

Surplus  (net  profits) .  504,355  20 


) 

$929,322  40 
37,994  49 
9,986  27 


$977,303  16  $977,303  16 


Miscellaneous  Special  Keports 


1029 


Premium  Pates 

The  premium  rates  on  excise  bonds  are  determined  by  the  rein¬ 
suring  companies,  acting  jointly  with  the  brewers  association. 
The  loss  ratio  that  the  companies  assume  in  the  computation  is 
largely  speculative  in  character.  The  bonding  companies  base 
their  assumption  of  loss  on  the  probable  future  collections  by  the 
Excise  Department,  as  shown  by  the  experience  of  former  years. 
While  the  companies  anticipated  a  loss  ratio  of  40  per  cent.,  the 
actual  loss  ratio  was  33  per  cent,  for  the  1908  agreement,  21  per 
cent,  for  the  1909  agreement  and  21.6  per  cent,  for  the  1910 
agreement. 

C  ommissions  to  Brewers  and  Tlieir  Agents 

In  the  Greater  Hew  York  territory,  brewers,  their  representa¬ 
tives  or  agents  are,  in  a  number  of  cases,  appointed  as  agents  of 
the  bonding  companies.  The  Insurance  Department  has  issued 
licenses  to  agents  in  conformity  with  the  lists  furnished  by  the 
bonding  companies,  so  that  in  some  instances  the  licenses  are 
issued  in  the  corporate  name  of  the  brewery,  while  in  others  it  is 
issued  in  the  name  of  an  officer,  employee  or  representative  of 
some  brewery.  A  number  of  these  brewery  agents  have  offices  at 
Ho.  1  Madison  avenue,  some  acting  for  one  brewery,  others  for 
two  or  more.  In  many  instances,  the  brewer  advances  all  or  a 
portion  of  the  license  tax  and  in  case  of  loss  the  bonding  company 
frequently  looks  to  the  brewer  for  aid  in  the  recovery  of  salvage. 
In  such  case,  the  revocation  of  the  license  or  the  forfeiture  of  the 
bond  means  a  financial  loss  to  the  brewer  interested  in  the  prem¬ 
ises.  The  brewers,  through  their  virtual  ownership  of  these 
saloons,  are  able  to  control  most  of  this  business,  and  it  is  cus¬ 
tomary  for  the  saloon  keeper  to  procure  his  bond  through  such 
brewer  or  his  represenative.  These  brewers  or  their  representa¬ 
tives  receive  a  commission  averaging  15  per  cent,  from  the  bond¬ 
ing  companies  on  these  premiums  for  excise  bonds  issued  for 
places  under  their  control  and  in  which  they  are  financially  in¬ 
terested.  For  that  reason,  the  payment  of  commissions  to  brewers 
directly  or  indirectly  is  subject  to  criticism.  The  brewer  obtains 
the  excise  bond  by  reason  of  his  interest  in  the  premises  and  the 
payment  of  any  portion  of  the  premium  on  such  bond  by  tho 
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bonding  company  to  the  brewer,  whether  under  the  guise  of  com¬ 
missions  or  service  fees,  appears  to  be  substantially  a  rebate  and 
calls  for  attention  by  this  Department.  This,  of  course,  applies 
to  the  territory  up  the  State  as  well  as  to  the  Greater  New  York 
territory. 

Black  List 

The  association  maintains  an  inspection  system  for  the  purpose 
of  investigating  the  character  of  the  resorts  where  liquor  is  sold 
by  its  principals  on  excise  bonds.  In  these  investigations  it  co¬ 
operates  with  the  brewers’  association  and  with  the  committee  of 
fourteen  of  New  York  citv,  and  with  other  civic  bodies  in  the 
State.  Based  on  such  investigations,  a  list  of  suspected  places  has 
been  compiled,  which  is  known  as  a  “  blacklist  Places  of 
doubtful  character  are  bonded  by  the  companies  only  if  the  licensee 
furnishes  satisfactory  collateral  or  pays  a  higher  premium.  The 
association,  however,  will  not  bond,  even  with  full  indemnity, 
places  on  the  blacklist  which  should  be  deemed,  by  the  joint  action 
of  the  various  committees  referred  to,  as  irreformably  bad. 

Amendment  to  Excise  Law 

Under  the  provisions  of  the  Liquor  Tax  Law,  the  Excise  Depart¬ 
ment  of  the  State  is  charged  with  the  duty  and  vested  with  power 
to  bring  actions  at  law  against  licensees  guilty  of  violations  of  the 
Excise  Law.  The  actions  are  brought  for  the  purpose  of  revoking 
licenses  and  collecting  the  indemnity  under  the  bonds.  Originally 
the  Excise  Commissioner  under  the  statute  had  the  power  to  bring 
an  action  under  the  bond  at  anv  time  within  twentv  vears  after  the 

e/  t/  «/ 

cause  of  action  had  accrued.  The  law  was  amended  in  1908, 
reducing  the  period  of  limitation  to  three  years.  In  1910  the  law 
was  further  amended  reducing  such  period  to  two  years  and  in 
1911  the  period  of  limitation  was  further  reduced  to  nine  months. 

The  limitation  of  the  period  in  which  an  action  may  be  brought 
under  the  excise  bond  is  advantageous  to  the  bonding  companies, 
since  it  enables  the  companies  to  ascertain  their  liabilities  at  an 
early  date,  and  nine  months  after  the  bond  has  expired  eliminates 
all  contingent  and  deferred  liabilities  dependent  upon  future 
actions.  It  also  enables  the  association  to  release  all  funds  held  in 
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reserve  for  future  losses,  and  to  distribute  such  funds  among  the 
participating  companies  practically  at  the  end  of  twenty-one 
months  after  the  execution  of  the  bonds. 

In  connection  with  the  1910  amendment,  the  companies  paid 
to  John  F.  Nagel  an  additional  sum  of  $500  for  services  rendered. 

The  amendment  of  1911  was  signed  on  June  1,  1911,  and  has 
been  construed  to  be  retroactive  in  its  effect.  This  resulted  in 
eliminating  a  number  of  causes  of  action  which  had  accrued  prior 
to  the  last  amendment.  All  of  these  amendments  were  approved 
by  the  Committee  of  Fourteen  of  New  York  city,  by  the  Excise 
Department  and  by  various  civic  bodies. 

Payments  to  John  F.  Nagel 

In  1908,  John  F.  Nagel,  a  brewer  of  Buffalo,  N.  \r.,  appeared 
before  the  executive  committee  of  the  association  and  advocated  a 
plan  to  bring  about  close  relations  between  the  brewers  of  the  State 
and  the  bonding  companies.  A  joint  meeting  was  arranged  for 
committees  from  the  New  York  State  Brewers’  Association  and 
the  bonding  companies,  to  take  place  January  29,  1908.  At  such 
meeting  it  developed  that  the  brewers  desired  the  association  to 
extend  its  jurisdiction  over  the  entire  State,  to  appoint  local  and 
general  committees  of  both  parties  in  interest  to  act  and  pass  upon 
undesirable  places,  for  the  purpose  of  creating  a  black  list.  It 
was  pointed  out  that  the  co-operation  between  the  brewers  and  the 
bonding  companies  would  result  in  higher  premiums,  better  quality 
of  risks,  distribution  of  hazard,  limitation  of  loss,  and  that  both 
interests  could  combine  legal,  political  and  other  legitimate  re¬ 
sources  against  any  unjust  practices  of  the  Excise  Department.  As 
a  result  of  this  meeting,  Mr.  Nagel  became  an  active  factor  in 
excise  matters  in  this  State,  acting  as  a  representative  of  both 
parties  in  interest.  According  to  the  statements  of  Messrs.  Tomp¬ 
kins  and  Nagel,  the  services  rendered  by  Mr.  Nagel  consisted  in 
making  inspections  and  passing  upon  undesirable  places  in  the 
western  part  of  the  State,  and  in  advocating  matters  in  which  the 
bonding  companies  were  interested.  Mr.  Tompkins  asserted  that 
Mr.  Nagel,  in  representing  the  brewers  before  the  Excise  Depart¬ 
ment,  urged  that  the  efforts  of  the  Department  be  directed  against 
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the  vicious  and  disorderly  resorts,  rather  than  against  the  orderly 
and  decently  conducted  places  which  may  be  guilty  of  technical 
violations  of  the  law.  He  also  stated  that  the  services  of  Mr. 
Xagel  have  been  of  financial  value  to  the  bonding  companies  in 
reducing  the  anticipated  losses  under  the  excise  bonds.  Mr.  Kagel 
stated  that  while  the  work  performed  was  of  benefit  to  the  brewers 
as  wTell  as  to  the  bonding  companies,  his  compensation  came 
entirely  from  the  reinsuring  companies.  In  December,  1910,  the 
association  adopted  three  resolutions,  providing  for  compensation 
to  Mr.  Kagel  under  the  reinsurance  agreements  of  1908,  1909  and 
1910. 

The  resolution  under  the  1908  agreement  provided  for  a  pay¬ 
ment  not  exceeding  $2,000  for  expenses  and  $6,000  for  services 
rendered.  Such  services  are  described  as  inducing  brewers  and 
dealers  to  enter  into  harmonious  co-operation  with  companies  in 
the  matter  of  adopting  mutually  acceptable  premium  rates  on 
excise  bonds  and  providing  a  moral  basis  of  underwriting  which 
has  eliminated  many  evils  attendant  upon  the  liquor  traffic,  with 
corresponding  reduction  of  loss  to  the  companies. 

Under  the  1909  and  1910  agreements,  the  resolutions  provide 
for  a  compensation  equal  to  20  per  cent,  of  the  net  difference  be¬ 
tween  the  anticipated  losses,  which  are  assumed  at  40  per  cent,  of 
the  net  premiums,  and  the  losses  actually  sustained.  This  method 
of  computation  was  devised  upon  the  theory  that  the  normal  loss 
ratio  should  be  equal  to  40  per  cent,  of  the  net  premiums,  and  that 
Hagel’s  services  in  effecting  savings  below  such  ratio  are  valued  at 
20  per  cent.  A  special  committee  was  appointed,  consisting  of 
Messrs.  Tompkins,  Kerr  and  Armitage  to  carry  out  the  purposes 
of  these  resolutions.  Mr.  Carman,  of  the  American  Suretv  Com- 
pany,  succeeded  Mr.  Kerr,  deceased,  as  a  member  of  such  com¬ 
mittee.  The  special  committee  was  authorized  to  employ  in  its 
discretion  one  or  more  special  agents  for  the  purpose  of  using  their 
influence  with  brewers  and  liquor  dealers  to  induce  more  effective 
compliance  with  the  Liquor  Tax  Law  on  the  part  of  the  bonded 
dealers,  whereby  to  prevent  unduly  large  losses  on  such  bonds,  and 
also  for  the  purpose  of  taking  such  steps  and  precautions  as  will 
tend  to  secure  to  such  reinsuring  companies  protection  or  salvage 
as  far  as  possible  against  ultimate  loss  on  claims  that  may  or 
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might  be  hereafter  made  on  such  bonds.  Pursuant  to  the  foregoing 
resolutions,  the  special  committee  made  the  following  payments 


to  Nagel: 

Date  of  payment 

January  6,  1911 . 

January  6,  1911 . 

January  6,  1911 . 

June  12,  1911 . 

October  31,  1911 . . 

November  16,  1911 . 

December  18,  1911 . 

January  13,  1912 . 

March  2,  1912 . 

March  2,  1912 . 

May  7,  1912 . 

June  12,  1912 . 

Total  paid  by  special  committee 


Reinsurance 

agreement 

Amount 

1908 

$2, 000 

00 

1909 

3,  000 

00 

1910 

3,  000 

00 

1908 

6,000 

00 

1909 

20,000 

00 

1910 

4,  000 

00 

1910 

2,  000 

00 

1910 

1,  000 

00 

1910 

1,  000 

00 

1909 

3,089 

29 

1910 

2,  000 

00 

1910 

2,  000 

00 

$49, 089 

29 

The  above  amount  was  apportioned  on  the  association  books  as 


follows : 

Reinsurance  Agreement  1908 .  $8,000  00 

Reinsurance  Agreement  1909 .  26,089  29 

Reinsurance  Agreement  1910 .  15,000  00 


Total 


$49,089  29 


In  connection  with  these  payments,  Mr.  Nagel  stated  that  he 
never  furnished  the  association  with  a  detailed  statement  of  the 
services  rendered  or  expenses  incurred,  nor  did  the  association  ask 
for  such  statement. 

The  payment  for  the  1908  account  was  made  in  accordance  with 
the  resolution  adopted  by  the  executive  committee.  Under  the 
1910  account  the  committee  effected  a  compromise  with  Nagel  for 
a  sum  approximately  $18,000  less  than  the  maximum  provided  by 
the  resolution.  This  was  due  to  the  fact  that,  as  stated  by  Mr. 
Tompkins,  the  savings  in  losses  effected  under  the  1910  agreement 
were  partly  due  to  Nagel  and  partly  to  other  circumstances. 

In  my  opinion,  this  Nagel  transaction  is  justly  the  subject  of 
criticism  by  this  Department  and  contracts  of  this  character  should 
never  have  been  made.  Neither  the  bonding  companies  nor  Mr. 
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Nagel  informed  the  public  officials  that  Nagel  represented  these 
companies  in  his  advocacy  to  this  Department  of  excise  legislation 
and  changes  in  policy  beneficial  to  such  companies.  The  fact 
that  Nagel  was  never  called  upon  for  a  detailed  statement  of  the 
work  performed  by  him  or  of  the  expenses  incurred,  although  he 
was  paid  upward  of  $49,000  under  the  terms  of  these  agreements, 
cannot  be  defended. 

In  view  of  the  facts  set  forth  in  this  report,  I  would  suggest 
that  the  officers  of  this  association  be  informed  that  this  Depart¬ 
ment  would  not  have  countenanced  such  an  arrangement  if  it  had 
knowledge  of  the  same  prior  to  its  consummation,  and  further, 
that  hereafter  no  similar  transaction  will  be  tolerated  by  this 
Department. 

In  addition  to  the  payments  made  by  the  special  committee,  the 
records  of  the  association  show  the  following  payments  made  to 
Nagel  for  services  and  disbursements  in  connection  with  inspec¬ 
tion  work  and  recovery  of  salvage : 


Reinsurance  Agreement  1908 .  $1,844  18 

Reinsurance  Agreement  1909 .  2,541  00 

Reinsurance  Agreement  1910 . 2,863  00 

Reinsurance  Agreement  1911 .  2,568  95 


Total .  $9,  817  13 


HOME  SAFEGUARD,  INC. 

New  York,  N.  Y. 

Examination  on  general  methods  of  transacting  business  and 
condition  as  of  November  4,  1912. 

Report  dated  November  7,  1912. 

Examiner :  J.  L.  Wood. 

The  Home  Safeguard  is  a  stock  corporation  organized  under 
the  Business  Corporations  Law  of  this  State.  The  certificate  of 
incorporation  was  granted  August  14,  1897.  Its  capital  stock  is 
$10,000,  divided  into  one  thousand  shares  of  $10  each.  Its 
principal  place  of  business  is  New  York  city.  Term  of  existence, 
fifty  years.  The  purposes  of  the  corporation  are  stated  to  be,  “  To 
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purchase  and  sell  medicines,  contracting  and  selling  funerals,  and 
transacting  such  other  business  as  may  be  necessary  and  incidental 
thereto. ”  The  amount  of  capital  stock  paid  in  at  the  time  the 
certificate  of  incorporation  was  granted  was  $5,250.  Of  this 
amount  $250  was  paid  in  in  cash  and  $5,000  in  stock  was  issued  to 
the  incorporators  in  return  for  the  list  of  members,  good  will,  etc., 
of  the  defunct  Undertakers  Medicinal  and  Supply  Company.  At 
present  all  but  five  shares  of  stock  have  been  issued.  The  470 
shares  issued  since  the  incorporation  were  for  valuable  services 
rendered  or  in  payment  of  bills.  Xo  dividend  has  ever  been 
declared  or  paid  on  the  capital  stock. 

Annexed  hereto  and  marked  Exhibit  “A"  is  a  list  of  the  stock¬ 
holders,  names  and  addresses  and  the  number  of  shares  owned  by 
each. 

The  plan  of  operation  of  the  company  is  as  follows :  The  com¬ 
pany  issues  contracts  (a  copy  of  one  is  annexed  and  marked 
Exhibit  “  B,”)  providing  for  medical  attendance,  medicines,  and 
funeral  and  burial  of  contract  holders.  The  rates  charged  are 
based  on  age  at  entry  as  follows : 

3  months  to  44  years .  10  cents  per  week 

45  years  to  49  years .  15  cents  per  week 

50  years  to  60  years .  20  cents  per  week 

Three  persons  are  employed  as  solicitors  and  collectors.  For 

each  new  contract  the  solicitor  is  paid  60  cents  at  once  and  40 
cents  at  the  end  of  three  months  if  the  risk  is  accepted.  They  are 
also  paid  20  per  cent,  commission  on  weekly  collections.  If  a  con¬ 
tract  holder  calls  for  medical  attendance  during  the  first  three 
months  of  his  contract,  the  regular  attending  physician  of  the 
company  attends  him  and  decides  upon  his  desirability  as  a  risk. 
If  he  is  considered  undesirable,  his  payments  are  returned  to  him 
and  his  contract  canceled.  If  no  physician's  attendance  is  re¬ 
quired  during  the  first  three  months  of  the  contract,  the  risk  is 
accepted  and  the  contract  continued  in  force.  The  company  has 
nine  attending  physicians  residing  in  various  parts  of  the  boroughs 
of  Brooklyn  and  Manhattan.  Their  names,  addresses  and  tele¬ 
phone  numbers  are  printed  in  the  contract  receipt  book.  They 
are  supplied  with  medicines  by  the  company  and  in  case  drugs  are 
required  which  are  not  kept  in  stock  by  the  company,  they  may  be 
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prescribed  by  the  attending  physician  and  the  amount  paid  for 
filling  such  prescriptions  to  the  extent  of  twenty-five  cents  is 
credited  against  the  weekly  payments  required  under  the  contracts. 
The  physicians  are  paid  at  the  rate  of  $1  per  annum  for  each  con¬ 
tract  holder  residing  in  his  district.  The  company  has  a  contract 
with  an  undertaker  to  whom  it  pays  $40  for  adult  funerals  and  a 
smaller  sum  for  the  burial  of  infants.  Mr.  D.  Faber,  the  treasurer 
and  manager  of  the  company,  is  paid  a  salary  of  $15  per  week, 
and  Mr.  Jacques  Goldenberg,  the  secretary  and  vice-president,  is 
paid  $3  per  day  for  such  number  of  days  as  he  spends  on  the 
affairs  of  the  company. 

The  officers  of  the  company  are : 

Dr.  J.  F.  Howe,  President,  332%  9th  street,  Brooklyn,  N.  Y. 

Jacques  Goldenberg,  Secretary  and  Vice-President,  619  Lexington  avenue, 
Brooklyn,  N.  Y. 

D.  Faber,  Treasurer,  1644  60th  street,  Brooklyn,  N.  Y. 

On  November  4th  the  number  of  contract  holders  was  about 
658.  This  number  could  not  be  verified  or  fixed  definitely  without 
an  examination  of  the  receipt  books  of  each  individual  contract 
holder,  to  ascertain  whether  the  contract  holder  was  thirty  days  in 
arrears,  as  no  individual  accounts  are  kept  at  the  home  office. 

The  only  book  of  account  used  is  a  cash-book.  According  to  this 
the  receipts  of  the  company  from  the  beginning  of  its  existence  to 
November  4,  1912,  were  $139,063.52,  and  the  disbursements  for 
the  same  period  were  $139,005.40,  leaving  a  balance  of  cash  on 
hand  of  $58.12. 

Attached  hereto  and  marked  Exhibit  “  C  ”  is  a  statement  of 
receipts  and  disbursements  for  the  year  ending  November  4,  1912. 

A  statement  of  assets  and  liabilities  is  attached  hereto  and 
marked  Exhibit  “  D.”  The  two  electrical  machines  mentioned  in 
the  list  of  assets  were  the  property  of  the  Undertakers  and 
Medicinal  Supply  Company  and  were  purchased  at  auction  by  the 
Home  Safeguard  when  the  Undertakers  and  Medicinal  Supply 
Company  was  liquidated,  and  are  at  present  in  the  possession  of 
Drs.  Leavitt  and  Alderman.  The  item  in  the  liabilities  of 
$1,080.39  for  back  salary  due  J.  Goldenberg  is  of  several  years’ 
standing  and  dates  back  to  a  time  when  the  secretary,  Mr.  Golden¬ 
berg,  received  a  salary  of  $1,200  per  year.  The  statement  of  assets 
and  liabilities  was  furnished  by  the  secretary.  Because  of  the 
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meagre  accounts  kept  by  the  company  it  was  impossible  to  verify 
the  original  cost  of  such  assets  as  were  purchased  and  no  attempt 
was  made  to  appraise  such  articles  at  their  present  value.  R or  the 
same  reason  it  is  impossible  for  your  examiner  to  check  the 
liabilities  of  the  company. 


Receipts  and  Disbursements  of  Home  Safeguard  from  Novem¬ 
ber  4,  1911?  to  November  4.  1912 

Receipts 


Collections .  $3,  805  60 

Fees .  9  25 

Advances  to  agents .  161  23 

20  per  cent,  commission  from  druggists .  10  46 

Unaccounted  for  .  31 


Total 


Disbursements 


20  per  cent,  commission .  $759  63 

Special  commission  .  51  20 

Reserve  commission  .  26  20 

Medicine .  428  40 

Doctors .  746  31 

Undertakers .  557  50 

Expense .  43  47 

Advance  to  agents .  151  62 

Rent .  240  00 

Salaries .  893  50 

Taxes .  11  03 

Small  items  .  15  00 

Claims  (refund)  .  15  00 

Unaccounted  for  .  2  16 


$3,986  85 


Total 


3,941  02 


Statement  of  Assets  and  Liabilities  of  Home  Safeguard  as  of 

November  4,  1912 


Assets 

Value  of  eight  cemetery  deeds .  $175  00 

Medicine .  192  00 

Furniture  and  fixtures .  174  00 

Printed  matter  .  118  00 

Owing  by  subscribers  not  30  days  past  due.  .  .  .  378  10 

Two  electrical  vibrator  machines  at  $50  each..  100  00 


Total  . 


$1,  195  22 
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Liabilities 


Due  doctors  for  services .  $76  00 

Securities  (cash  deposited  by  collector) .  45  00 

Undertakers .  162  50 

Medicines .  97  00 

Back  salary  for  secretary .  1,080  39 


Total  . 


$1,460  89 


Deficiency 


$265  67 


ORDER  ZIVENA 
New  York,  N.  Y. 

Examination  to  ascertain  legat  status  and  methods  of  doing  husi- 
ness. 

First  report  dated  August  28,  1912. 

Supplemental  report  dated  October  15,  1912. 

Examiner :  Wm.  A.  Billingham. 

Acting  under  your  appointment,  1  have  made  an  investigation  of 
the  Order  Zivena,  which  was  incorporated  as  a  membership  corpo¬ 
ration  in  this  State  October  31,  1895,  and  reincorporated  May  9, 
1912. 

I  called  upon  Mrs.  Paulina  Novemsky,  financial  secretary  of  the 
order,  at  her  residence  No.  1462  Crotona  avenue,  this  city.  Mrs. 
Novemsky  is  apparently  a  Slavonic  woman  not  educated  in  the 
English  language,  and  upon  stating  my  business  to  her  she 
immediately  called  her  husband,  who  acted  as  interpreter  through¬ 
out  the  greater  part  of  our  interview. 

The  only  book  of  account  kept  by  the  financial  secretary  is  a 
cash-book,  written  in  the  Slavonic  language,  showing  income  and 
disbursements,  but  it  appears  that  a  balance  has  never  been  struck 
upon  this  book,  the  matter  of  the  condition  of  the  finances  being 
left  entirely  to  the  treasurer,  and  Mrs.  Novemsky  was  unable  to 
give  me  any  information  as  to  the  amount  of  funds  on  hand  at  any 
time.  It  was  impossible  for  your  examiner,  not  being  conversant 
with  the  Slavonic  language,  to  enter  upon  any  investigation  in 
regard  to  the  alleged  loss  of  $13,000  through  the  banking  firm  of 
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P.  Y.  Rovnianek  &  Co.,  of  Pittsburg,  Pa.,  or  the  alleged  disburse¬ 
ment  of  $600  to  a  blew  York  attorney  for  incorporation  papers, 
which  latter  was  referred  to  by  Mr.  C.  L.  Orbach  in  his  letter  to  the 
Department  under  date  of  July  22,  1912.  If  this  is  desired  it  will 
be  necessary  to  make  a  thorough  examination,  with  the  aid  of  an 
interpreter,  of  the  income  and  disbursements  as  shown  by  the 
books  of  the  treasurer,  Mary  Zaruba,  whose  address  is  1514  Perry- 
ville  avenue,  Pittsburg,  Pa.,  as  Mrs.  Rovemsky  informs  me  that  the 
treasurer’s  books  are  also  written  in  the  Slavonic  language.  I  did 
not  interrogate  Mrs.  Rovemsky  at  all  concerning  these  matters, 
believing  that  if  it  should-  be  decided  to  make  a  thorough  examina¬ 
tion  later  it  would  be  better  that  she  had  no  knowledge  concerning 
our  purpose. 

The  sources  of  income  are  as  follows :  An  admission  fee  of  50 
cents,  10  cents  quarterly  for  the  expenses,  maintenance  and  dis¬ 
bursements  of  the  supreme  assembly,  and  an  assessment  of  14 
cents  per  member  per  death.  The  present  membership  is  about 
4,400  in  161  lodges,  and  the  total  annual  income  is  about  $50,000. 

Mrs.  Rovemsky  stated  that  the  death  benefits  actually  paid 
by  the  order  had  been  gradually  increased  from  $100  in  the 
beginning  up  to  $600  in  1908,  and  that  at  the  last  convention  held 
in  Rew  Haven,  Pa.,  in  May,  1912,  it  was  voted  to  increase  the 
death  benefit  to  $700  beginning  July  25,  1912.  Also,  that  it  was 
voted  at  that  convention  to  make  an  investigation  as  to  the  advisa¬ 
bility  of  making  application  to  the  Superintendent  of  Insurance 
for  a  certificate  to  transact  a  fraternal  business,  and  that  a  report 
would  be  received  and  the  matter  decided  at  the  next  annual  con¬ 
vention.  I’he  order  also  pays  sick  benefits  and  makes  contributions 
for  charitable  purposes. 

Mrs.  Rovemsky  also  stated  that  no  benefit  certificates  had  ever 
been  issued  by  the  order,  but  that  application  blanks  (which  all 
applicants  must  file)  contain  a  provision  that  members  shall  be 
entitled  to  all  the  benefits  and  privileges  of  the  order,  and  that  no 
one  is  admitted  to  membership  until  after  examination  and  favor¬ 
able  report  by  a  physician. 

As  to  whether  this  order  is  actually  transacting  an  insurance 
business  or  not,  T  beg  to  quote  sections  74  and  75  of  article  XII 
of  the  constitution  and  by-laws,  as  follows : 
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“  Each  member  is  entitled  to  a  death  benefit  if  she  were  admitted  into 
the  organization  in  accordance  with  the  Constitution  and  By-Laws  and  ob¬ 
served  the  same. 

“  In  case  of  the  death  of  a  member  her  heirs,  if  they  prove  her  death  by 
an  official  death  certificate,  receive  $600.'’ 

Each  member  is  given  a  pass-book  by  the  local  lodge  upon  the 
first  page  of  which  is  a  certificate  to  the  effect  that  the  person 
named  therein  is  a  member  of  the  stated  lodge,  giving  the  date  of 
admission,  the  signature  of  the  president  and  financial  secretary 
appearing  at  the  bottom  of  the  page.  Aro  statement  is  therein 
made  as  to  any  benefits  or  privileges  conferred  upon  the  member. 
The  remaining  portion  of  this  pass-book  is  used  for  the  purpose  of 
recording  the  payment  of  assessments,  dues,  etc.,  a  column  being 
provided  for  the  name  or  initials  of  the  receiving  officer  of  the 
local  lodge. 

Supplementing  my  report  submitted  under  date  of  August  28, 
1912,  concerning  the  Order  Zivena,  I  beg  to  state  that  pursuant  to 
your  directions  I  have  procured  affidavits  of  certain  individuals 
showing  that  the  said  order  is  conducting  the  business  of  insur¬ 
ance  in  this  State.  Such  affidavits  are  annexed  hereto  and  were 
made  by  Paulina  Rovemskv,  financial  secretary  of  the  said  order, 
and  Paul  Waclavak  to  whom  the  order  paid  a  death  benefit  in 
1912. 

The  affidavit  of  the  said  Paulina  ETovemsky  sets  forth  a  descrip¬ 
tion  of  the  organization  and  plan  of  insurance  of  this  order,  and 
that  as  financial  secretary  of  the  said  order,  she  has  issued,  jointly 
with  its  president  and  treasurer,  checks  for  the  payment  of  death 
claims  to  divers  persons  mentioned  therein. 

The  affidavit  of  Paul  Waclavak  shows  that  on  or  about  August  1, 
1912,  he  received  a  benefit  of  $600  from  the  said  order  in  pay¬ 
ment  of  the  insurance  on  the  life  of  his  wife,  Anna  Waclavak. 

I  would  further  state  that  the  officers  of  the  said  order  are  as 
follows : 

President,  Mary  Simek,  438  E.  117th  street,  Xew  York  city. 

Vice-President,  Maria  Kmetz,  143  Ackerman  avenue,  Clifton,  X.  J. 

'Treasurer,  Mary  Zaruba,  1514  Perryville  avenue,  Pittsburg,  Pa. 

Recording  Secretary,  Bozena  Vermes,  1  Asliley  street,  Westfield,  Mass. 

Financial  Secretary,  Paulina  Xovemsky,  1412  Crotona  avenue,  Xew  York 
city. 
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THE  PLATE  GLASS  UNDERWRITERS  ASSOCIATION 

1  Liberty  Street,  New  York,  N.  Y. 


Examination  as  to  methods  and  manner  of  operation  covering 
period  1905  to  1912,  inclusive.  ■ 

Report  dated  December  24,  1912. 

Examiner :  C.  A.  Wheeler. 


History 

On  March  7,  1905,  representatives  of  about  a  dozen  insurance 
companies  writing  plate  glass  insurance  met  in  New  York  City 
and  adopted  articles  of  agreement  creating  an  organization  with 
the  object  of  regulating  commissions  to  be  paid  and  limiting  the 
number  of  agents  to  be  appointed  by  each  member  in  New  York 
City.  The  organization  was  called  u  The  Plate  Glass  Under¬ 
writers’  Association  ”  and  the  agreement  became  effective  March 
10,  1905. 

In  December,  1905,  measures  were  considered  towards  regulat¬ 
ing  rates  to  be  charged  and  in  June,  1906,  such  measures  were 
adopted,  becoming  effective  July  1,  1906. 

In  October,  1910,  the  rules  and  regulations  of  this  association 
in  regard  to  rates  and  commissions  were  suspended  to  take  effect 
November  1,  1910,  owing  to  competition  from  non-members,  the 
association  being  continued  for  the  purpose  of  compiling  certain 
statistics  from  the  records  of  the  companies. 

At  a  meeting  of  the  association  in  January,  1911,  an  agreement 
was  entered  into  by  representatives  of  sixteen  companies. 

A  new  association  to  be  known  under  the  same  name,  k‘  The 
Plate  Glass  Underwriters’  Association,”  was  organized  to  con¬ 
tinue  the  undertakings  of  the  original  association.  A  new  consti- 
tution  was  drawn  up,  copy  of  which,  with  subsequent  amend¬ 
ments,  is  attached. 

All  companies  transacting  the  business  of  plate  glass  insurance 
in  any  of  the  boroughs  of  Greater  New  York  are  eligible  to  mem¬ 
bership.  At  present  this  association  consists  of  eighteen  members. 
All  but  three  companies  doing  such  business  in  Greater  New  York 
at  this  date  have  subscribed  to  the  agreement. 
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Organization  and  Objects 

The  objects  and  purposes  of  the  association  as  stated  in  its  con¬ 
stitution  are  to  promote  good  will,  harmony  and  co-operation 
among  the  companies,  to  advise  and  recommend  measures  for  the 
protection  of  their  common  interests,  especially  matters  relating 
to  plate  glass  insurance  underwriting,  and  to  collate  and  tabulate 
statistical  data  submitted  to  it  by  members. 

The  officers  of  the  association  consist  of  a  chairman,  vice-chair¬ 
man,  treasurer,  and  secretary  and  bureau  manager,  the  secretary 
and  bureau  manager  being  appointive,  the  other  officials  being 
elective. 

There  is  a  bureau  committee  consisting  of  three  members  ap¬ 
pointed  by  the  chairman  for  periods  of  nine  months  each.  One 
member  is  retired  every  three  months  and  replaced  by  a  new 
member.  This  committee  controls  and  directs  the  conduct  of  the 
bureau  and  interprets  rules  and  regulations  whenever  requested 
to  do  so  by  the  manager.  This  committee  has  general  supervision 
over  the  affairs  of  the  association,  any  recommendations,  expendi¬ 
tures,  etc.,  of  the  managers  being  passed  upon  by  it. 

The  committee  has  no  fixed  meetings,  being  subject  to  the  call 
of  the  manager ;  it  keeps  no  records  or  minutes,  except  written 
authorization  to  the  manager ;  all  important  recommendations  are 
embodied  in  the  minutes  of  the  association. 

There  is  a  plan  committee  consisting  of  three  members  whose 
duty  it  is  to  formulate  and  carry  out  a  plan  to  collate  statistics 


from  the  experience  of  the  companies  with  the  object  of  adjusting- 
rates  in  accordance  with  such  experience.  Its  actions  are  all  sub¬ 
ject  to  the  approval  of  the  association. 

All  are  managers  of  the  plate  glass  department  of  their  respect¬ 
ive  companies. 

There  is  a  complaint  committee  consisting  of  three  members, 
the  bureau  manager  being  a  permanent  member  thereof  and  the 
other  two  members  being  selected  by  him  as  the  occasion  arises. 
This  committee  receives  and  investigates  all  complaints  from  the 
members  of  the  association,  grants  hearings  to  the  complainant 
and  defendant  companies  and  imposes  prescribed  penalties.  Its 
action  and  reports  on  complaints  are  attached  to  the  complaints 
on  file  and  its  decisions  are  subject  to  appeal  to  the  association. 
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It  is  not  within  the  powers  or  duties  of  this  committee  to  consider 
any  complaints  from  policyholders. 

Legislative  matters  bearing  on  the  business  of  plate  glass  in¬ 
surance,  rate  making  associations,  etc.,  are  usually  brought  before 
the  association  at  its  meetings,  considered,  and  any  action  con¬ 
sidered  necessary  taken  to  protect  the  interests  of  the  association 
and  its  members. 

Xo  officer  or  member  receives  anv  compensation  or  salarv  ex- 
cept  the  secretary  and  bureau  manager. 

Financial 

The  annual  dues  of  each  member  are  $25.00.  Expenses  of 
the  association  not  covered  by  the  annual  dues  are  met  bv 
quarterly  assessments  upon  the  members  in  proportion  to  the 
net  premiums  written.  The  minimum  assessment  is  fixed  at 
$100  per  annum.  This  amount  raised  by  assessment  amounts  to 
approximately  $10,000  per  annum  and  averages  about  one  per 
cent  of  the  net  annual  premiums  collected.  All  disbursements 
are  made  by  the  treasurer  upon  proper  voucher  being  executed. 
The  treasurer's  accounts  are  audited  annually  bv  a  special  com- 
mittee  appointed  for  that  purpose.  Following  is  a  condensed 
statement  of  receipts  and  disbursements  from  February  21,  1911, 
to  J anuarv  19,  1912: 

Receipts 


Dues .  $403  75 

Assessments .  9,  379  88 

Miscellaneous .  848  89 

-  $10,830  52 

Disbursements 

Salaries  .  $6.  175  27 

Rent .  1.097  55 

Filing  cards  and  cabinets  .  1,  147  01 

Telephone  charges .  303  71 

Miscellaneous .  1.042  48 

-  9,766  02 

Balance  on  hand,  January  19,  1912 .  $S64  50 


Rules 

The  rules  limit  the  maximum  number  of  agents  each  company 
may  have;  maximum  commissions  to  be  paid  are  limited  to  35 
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per  cent,  to  agents  and  25  per  cent,  to  brokers,  the  agent’s  com¬ 
mission  limit  of  35  per  cent,  to  include  any  broker’s  commission 
paid  by  him,  an  agreement  being  exacted  from  such  agent  not  to 
pay  any  broker  a  commission  in  excess  of  25  per  cent. ;  not  io 
allow  any  rebate  to  assured,  and  to  observe  all  rules  and 
regulations. 

From  time  to  time  rules  have  been  adopted  creating  and  revis¬ 
ing  rates  to  be  charged,  resulting  in  rates  now  being  in  force 
known  as  cabinet,  committee  and  individual  rates.  Description 
of  each  of  these  rates  appears  under  caption  of  “  Rates  ”. 

Xo  information  is  furnished  to  any  except  members  as  to  the 
records  and  rates  on  file.  Any  queries  or  complaints  from  policy¬ 
holders  or  brokers  in  regard  to  the  rates  charged  are  not  answered 
bv  the  association,  but  referred  to  the  company  or  brokers  directly 
interested  in  or  through  whom  the  risk  is  placed.  The  associa¬ 
tion  keeps  no  record  or  file  of  such  correspondence.  The  records 
are  not  open  to  the  members,  the  companies  securing  any  informa¬ 
tion  desired  only  through  the  bureau  manager. 

The  rules  prescribe  various  penalties  for  any  violation  of 
rules  as  to  rates  or  commissions. 

Xo  broker’s  commission  may  be  paid  to  any  officer  or  employee 
of  the  companies. 

Policy  Forms 

At  one  time  the  adoption  of  a  standard  form  of  policy  was 
considered,  but  it  was  decided  to  be  impractical.  Each  company 
is  allowed  to  use  its  own  forms,  riders,  etc.  and  any  other  com¬ 
pany  may  use  similar  forms,  riders,  etc. 

The  term  of  all  policies  is  limited  by  the  association  to  one 
year.  Such  term  may  be  extended  for  a  fractional  part  of  the 
second  year  to  meet  certain  conditions,  as  the  covering  of  the  risk 
until  ike  expiration  of  a  lease. 

Method  of  Filing  and  Furnishing  Rates 

A  company  desiring  a  rate  on  any  particular  risk  submits  a 
card  requesting  such  information.  If  a  rate  has  been  previously 
made,  the  association  records  will  contain  a  card  showing  same. 
If  not  listed  a  card  is  inserted  in  the  association  records  marked 
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“  not  rated  ”  and  the  company  is  so  informed.  If  other  com¬ 
panies  make  inquiries  for  a  rate  on  the  same  risk,  they  are  ad¬ 
vised  that  the  risk  is  not  rated  and  the  record  card  is  noted  to 
indicate  companies  making  such  inquiries.  The  first  company 
to  file  a  rate  as  determined  by  the  association  rules,  manual  and 
cabinet  rates,  fixes  the  association  rate  and  any  companies  having 
inquired  concerning  this  risk  are  notified  of  this  rate.  When  a 
company  writes  a  policy  on  a  risk  on  which  no  rate  has  been 
filed  with  the  association,  the  writing  company  is  expected  to 
make  proper  measurement  of  the  insured  glass,  apply  the  tariff 
and  cabinet  raters  find  file  the  resulting  rate  with  the  association. 
This  rate  then  becomes  the  association  rate  and  no  company  is 
permitted  to  write  this  risk  at  a  lower  rate. 

While  the  association  prescribes  rides,  regulations,  etc.  by 
which  rates  should  be  arrived  at,  no  effort  is  made  by  the  asso¬ 
ciation  to  verify  the  correctness  of  such  rates,  its  records  not 
containing  sufficient  information  to  enable  such  calculation.  The 
company  filing  the  rate  states  the  number  of  lights  insured,  but 
the  location,  size  and  description  of  the  lights  are  not  given. 

Rates 

A  schedule  of  charges  known  as  tariff  or  book  rates  has  been 
used  as  a  basis  for  making  existing  rates.  Serious  modifications 
of  these  rates  have  been  made  occasionally  until  there  are  now 
in  force  rates  known  as  u  cabinet  ”,  “  committee  ”  and  “  indi¬ 
vidual  ”  rates.  A  description  of  each  of  the  above  rates  follows: 

Tariff  Plates: 

A  schedule  of  rates  has  been  prepared,  known  as  the  “  1909 
Manual  ”  of  rates,  such  rates  presumably  equalling  2%,  31/)  or 
41/2  per  cent,  of  the  list  price  or  long  cost  ”  of  the  glass,  ac¬ 
cording  to  the  size  of  the  glass,  covering  all  sizes  of  glass  measur¬ 
ing  even  inches  in  length  and  breadth  from  a  glass  2"  x  2", 
manual  rate  $  .01,  to  a  glass  200"  x  130",  manual  rate  $48.78. 
When  measurements  contain  fractional  parts  of  an  inch  or  an 
odd  number  of  inches,  they  are  to  be  considered  as  the  next 
higher  even  sizes.  In  obtaining  such  measurements,  daylight 
measurement  (i.  e.,  from  sash  to  sash)  must  be  taken  and  three- 
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quarters  of  an  inch  added  to  length  and  breadth  to  cover  setting. 
Lights  over  200  inches  in  length  which  are  also  more  than  88 
inches  in  width,  or  if  the  size  is  not  covered  hv  the  manual,  must 
be  submitted  to  the  home  office  of  the  company  to  obtain  the 
premium  charge.  A  minimum  charge  is  fixed  at  $2.  The  list 
price  or  “  long  cost  '*  of  the  glass  is  the  price  shown  in  a  schedule 
of  fixed  charges  prepared  by  the  manufacturers  and  subjected  to 
various  discounts  to  produce  the  actual  selling  charge. 

The  figures  given  in  the  manual  are  computed  premiums  for 
various  sizes  of  plain  plate  glass  when  located  in  grade  floors 
(i.  e.}  street  level)  or  basement  store  fronts  only,  which  are  desig¬ 
nated  as  commercial  risks.  Modifications  of  these  ratings  are 
given  to  cover  glass  of  special  manufacture  and  location.  Plain 
glass  located  in  upper  floors,  and  in  dwellings,  churches,  club¬ 
houses,  hotels,  hospitals,  etc.  is  allowed  at  a  discount  from  the 
book  figures.  Clamped  or  glued  glass,  awnings,  canopies,  counter 
tops,  bent  or  ornamented  glass,  shelving  and  show  cases  are  rated 
at  an  excess  over  such  book  figures. 

Cabinet  Bates: 

Cabinet  rates  are  modifications  of  tariff  rates  in  accordance 
with  the  opinions  of  the  association  members  as  to  hazard  of  risk 
through  its  location.  Each  street  has  been  sub-divided  into  dis¬ 
tricts  and  a  factor  has  been  assigned  to  each  such  district  which 
shall  he  applied  to  the  tariff  rate  as  illustrated  below. 

East  120th  street,  Nos.  1  to  184,  Cabinet  rates,  1  x  tariff  rates. 

East  120th  street,  Nos.  200  to  River,  Cabinet  rates,  3  x  tariff  rates. 

Broadway,  Nos.  1  to  348,  Cabinet  rates,  75%  of  tariff  rates. 

Broadway,  Nos.  349  to  1810,  Cabinet  rates,  80%  of  tariff  rates. 

Broadway,  Nos.  1819  to  end,  Cabinet  rates,  1  x  tariff  rates. 

Committee  Bates: 

Committee  rates  are  special  rates  made  at  one  time  upon  the 
request  of  the  company  writing  the  business  by  a  committee  of 
the  members  of  the  association.  Such  ratings  are  no  longer  made, 
although  rates  so  promulgated  are  still  in  force.  These  rates 
were  in  some  instances  higher  and  in  some  instances  lower  than 
the  cabinet  rates  would  have  been  and  there  seem  to  have  been 
no  rules  which  guided  the  committee  in  establishing  these  rates. 
In  one  instance  coming  under  the  observation  of  the  examiner, 
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the  committee  adopted  a  rate  in  excess  of  what  the  cabinet  rate 
would  have  been,  because  the  company  on  the  risk  requested  it, 
such  request  being  on  the  grounds  that  the  company  has  received 
this  premium  in  the  past  without  complaint  from  the  assured. 

Individual  Bates: 

In  many  cases  the  rates  charged  were  considered  by  the  com¬ 
pany  carrying  the  risks  either  inadequate  or  too  high  as  indicated 
by  the  experience  of  the  individual  risk,  and  as  a  result  rules 
were  adopted  which  would  permit  any  member  to  file  new  rates 
on  any  of  its  expiring  policies.  These  rules  provided  that 
renewal  cards  had  to  he  filed  at  rates  below  street  or  cabinet  rates, 
provided  the  actual  loss  ratio  for  preceding  three  years  or  less 
period  if  not  carried  three  years,  had  not  exceeded  25  per  cent, 
of  the  cabinet  rate ;  and  provided  further  that  such  reduced  rates 
were  not  less  than  one  contemplating  a  loss  ratio  of  33  1-3  per 
cent.,  hut  in  no  event  were  they  permitted  to  he  less  than  the 
expiring  rate.  A  renewal  card  could  he  filed  at  a  rate  higher 
than  the  cabinet  rate,  provided  the  increased  rate  was  not  higher 
than  one  contemplating  a  loss  ratio  of  33  1-3  per  cent,  on  the 
basis  of  the  preceding  three  years’  losses.  Such  new  rates  were 
called  “  individual  rates  ”  and  the  companies  were  allowed  to 
file  such  rate  on  expiring  business  up  to  April  30,  1912,  when 
this  practice  was  discontinued,  although  the  rates  thus  originated 
were  allowed  to  stand  and  are  still  in  force. 

Statistics 

While  one  of  the  objects  of  the  association  was  to  collate  and 
tabulate  statistics  taken  from  the  experience  of  the  companies, 
no  systematic  efforts  were  made  along  this  line  until  towards  the 
end  of  1911.  In  September,  1911,  a  committee  called  the  plan 
committee,  consisting  of  three  members,  was  appointed  to  formu¬ 
late  and  supervise  the  carrying  out  of  a  plan  to  gather  statistics  of 
the  experience  of  the  companies  covering  a  period  of  three  years 
from  January  1,  1908,  to  January  1,  1911,  with  a  view  of  estab¬ 
lishing  an  average  rate  to  be  charged  in  given  districts  as  indicated 
by  the  losses  incurred  in  those  districts. 

Under  this  plan  each  company  submits  to  the  association  a 
record  of  every  policy  placed  by  it  during  the  years  1908,  1909 
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and  1910,  showing  the  location,  premium  based  upon  the  tariff  or 
hook  rate  for  each  year,  and  the  losses  incurred  each  year.  These 
statistics  are  being  gathered  and  classified  according  to  the  block 
m  which  the  risk  is  located.  The  result  will  show  the  actual 
losses  incurred  by  all  association  members  for  these  three  vears 

«/  t / 

upon  property  located  in  that  block  which  has  been  insured,  and 
the  total  premiums  on  such  risks  determined  according  to  the 
tariff  rates.  When  this  result  is  known,  it  is  proposed  to  multiply 
these  losses  by  3  1-3  (contemplating  a  loss  ratio  of  30  per  cent.) 
and  the  result  shall  be  the  prevailing  premium  for  the  given 
district.  Nearly  all  of  the  statistics  on  this  work  have  been 
gathered  at  this  date,  but  the  factors  which  shall  be  applied  to  the 
tariff  rates  have  not  been  fully  determined  as  yet. 

While  the  contemplated  loss  ratio  is  30  per  cent.,  it  is  possible 
that  this  ratio  may  be  changed  as  the  average  of  losses  incurred 
to  premiums  paid  as  indicated  by  statements  furnished  to  the 
association  by  the  companies  from  their  experience  for  the  year 
1911  is  a  little  over  42  per  cent.  Furthermore,  in  arriving  at 
the  premium  which  contemplates  a  loss  ratio  of  30  per  cent., 
cognizance  is  taken  of  the  fact  that  the  price  of  glass  in  1910  was, 
and  at  the  present  time  is,  50  per  cent,  higher  than  the  prevailing 
prices  in  1908  and  1909.  To  adjust  this  difference  in  prices, 
the  actual  losses  of  1908  and  1909  are  increased  50  per  cent.,  the 
increased  sum  representing  the  cost  of  replacing  the  glass  if  the 
loss  were  to  occur  at  the  present  time.  For  example,  if  a  certain 
district  showed  losses  which  it  cost  the  companies  $1400  to 
replace  in  1908,  $1000  in  1909  and  $900  in  1910,  the  calcula¬ 
tion  is  made  as  if  the  losses  were  $2100  in  1908,  $2400  in  1909, 
and  $900  in  1910,  a  total  of  $5400  for  three  years  or  an  average 
of  $1800  per  year.  This  average  is  to  be  multiplied  by  3  1-3, 
producing  $6000  as  the  annual  premium  to  be  charged  in  this 
district.  Attention  may  also  be  called  to  the  fact  that  by  increas¬ 
ing  the  1908  and  1909  losses  bv  50  per  cent,  to  cover  the  in¬ 
creased  cost  of  glass  and  multiplying  the  result  by  3  1-3,  the 
association  is  by  this  process  also  increasing  by  50  per  cent,  its 
margin  for  expenses  and  profits ;  in  other  words  the  premiums  are 
loaded  not  onlv  with  the  increased  cost  of  glass,  but  also  with 

i'  VO 

increased  expenses  and  increased  profits. 
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This  plan  will  undoubtedly  have  to  he  modified  in  order  to 
avoid  perceptible  inconsistencies  in  the  ratings  of  adjoining 
blocks.  An  instance  of  the  need  of  such  modification  has  already 
arisen  as  indicated  in  the  table  given  below  showing  the  experience 
on  several  blocks  on  First  Avenue.  While  the  experience  on  the 
block  No.  1480-1494  shows  a  loss  ratio  to  the  tariff  premiums 
of  oidy  .80  the  rate  of  two  times  the  tariff  was  recommended  and 
is  now  the  official  rate  in  force. 

Column  1  shows  the  total  premiums  on  risks  written,  computed 
according  to  the  tariff  rates  for  the  years  1908,  1909  and  1910. 
Column  2  shows  the  losses  paid  in  1908  and  1909  increased  by 
50  per  cent.,  plus  the  actual  losses  paid  in  1910.  Column  8 
shows  the  percentage  of  such  losses  to  the  tariff  premiums  (not 
the  actual  premiums  received).  Column  4  shows  the  necessary 
factors  to  be  applied  to  the  tariff  rates  to  cause  the  losses  sustained 
to  equal  30  per  cent,  of  the  premiums  charged  and  column  5 
shows  the  actual  factors  recommended  and  now  in  force.  The 
previous  cabinet  rate  for  this  entire  district  was  three  times  the 
tariff  rates. 


Statistics  Compiled  for  First  Avenue 


Col.  1 

Col.  2 

Losses  for 

Col.  3 

Percentage 

Col.  4 

Factor  to 
be  applied 
to  tariff 

Col.  5 

Resulting 

cabinet 

factor 

Tariff  Prem- 

3  years  com- 

of  losses 

premium  to 

recom- 

iums  for  3 

mVed  per 

to  tariff 

make  losses 

mended 

Blocks 

years 

plan 

premiums 

equal  30% 
of  prem. 

and  now 
in  force 

1440-14G0  . 

$429  28 

$278  10 

64.8 

2.16 

2U 

1462-1478  . 

392  32 

282  36 

72. 

2.40 

2% 

1480-1494  . 

825  86 

199  68 

24.2 

.80 

2 

1496-1512  . 

440  79 

377  46 

85.6 

2.85 

2% 

1514-1528  . 

553  04 

400  10 

72.3 

2.41 

2y2 

1530—1556  . 

415  17 

291  91 

70.3 

2.34 

21/2 

1558-1576  . 

326  38 

256  13 

78.5 

2.61 

21/2 

1578-1592  . 

515  57 

300  76 

58.3 

1.61 

2 

1594-1616  . 

264  46 

102  84 

38.9 

1.29 

m 

Following  is  a  table  compiled  from  the  reports  submitted  by 
the  companies  to  the  New  York  Insurance  Department  covering 
the  premiums  received  and  losses  paid  for  the  years  1902-1911 
inclusive  in  the  United  States  and  also  in  New  York  State  and 
showing  the  ratio  of  losses  to  earned  premiums  for  periods  of  five 
years  and  also  for  the  entire  period : 
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United  States  New  York  State 


Ratio  Losses  Ratio  Losses 

Paid  Paid 

Premiums  Losses  to  Earned  Premiums  Losses  to  Earned 

Year  Received  Paid  Premiums  Received  Paid  Premiums 

1902  .  $1,919,597  $038,808  $729,823  $251,722 

1903  .  1,895,098  043.833  098,243  249,847 

1904  .  2,241,898  740,027  703,521  203,371 

1905  .  2,338.427  709,040  775,474  273,851 

1900 .  2,522,009  977,807  880,902  347,024 


Estimated  un¬ 
earned  premium  391,088  72,800 


$10,525,401  $3,775,575  35.9%  $3,775,103  $1,385,815  30.9% 


1907  .  $2,090,975  $1,139,181  $1,018,550  $424,103 

1908  .  2,989,471  1,147,270  1,051,942  423,015 

1909  .  3,738,304  1,059,507  1,079,207  347,754 

1910  .  3,401, 84G  1,322,900  1,065,912  431,985 

1911  .  3,908,096  1,057,403  1,238,875  592,779 


Estimated  un¬ 
earned  premium  693,313  178,986 


$16,042,039  $6,320,327  39.4%  $5,275,560  $2,219,696  42.1% 

Grand  total.  .  .$26,567,440  $10,101,902  38.0%  $9,050,663  $3,605,511  39  .8% 


Non-Association  Competition 

For  a  short  period,  from  November,  1910,  to  January,  1911, 
the  association  suspended  its  rules  and  regulations  in  order  to 
permit  its  members  to  meet  outside  competition. 

At  present,  efforts  are  made  to  induce  non-members  to  join  the 
association,  a  committee  being  appointed  to  visit  such  companies 
and  invite  them  to  join  the  association  or  to  observe  its  rules  and 
rates.  This  committee  endeavors  to  find  out  if  there  are  any 
terms,  modification  of  rules,  etc.  under  which  such  company  or 
companies  would  join  the  association. 

At  this  date  there  are  three  companies  writing  plate  glass  in¬ 
surance  in  Greater  New  York  which  do  not  belong  to  the  asso¬ 
ciation,  and  measures  have  recently  been  adopted  to  protect  the 
members  against  this  competition.  Under  date  of  December  5, 
1912,  the  following  resolution  was  passed,  intended  to  give  relief 
on  risks  now  held  by  members  which  may  be  in  danger  of  being 
lost  to  such  members  through  non-association  competition: 

“  Resolved,  That  the  Bureau  Manager  shall  be  vested  with  the  power  to 
accept  a  change  in  rate  on  any  given  risk  now  on  file  with  the  Bureau  when 
requested  by  the  holding  company  where  no  other  company  has  made  inquiry 
concerning  same  and  where  the  holding  company  is  the  only  company  in¬ 
terested.” 
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Unfair  Discriminations 

The  methods  in  rating  are  productive  of  rates  which  apparently 
are  maintained  in  direct  conflict  with  the  insurance  law  (section 
141)  prohibiting  rate  making  associations  from  fixing  rates 
which  discriminate  unfairly  between  risks  of  essentially  the  same 
hazard.  The  following  cases  are  illustrations  in  point: 

92  Lenox  Avenue ,  New  York  City: 

The  rate  indicated  for  this  risk  by  the  association  card  was 
$13.55.  A  company  having  the  opportunity  to  write  the  risks  dis¬ 
covered  that  the  above  rate  was  based  upon  an  erroneous  com¬ 
putation,  the  rate  correctly  computed  being  $6.0,5.  A  request 
from  this  companv  to  have  the  association  rate  reduced  to  the 
correct  figures  met  with  the  following  response  from  the  bureau 
manager. 

“  In  re  92  Lenox  Avenue,  New  York  City. 

“  The  comparison  of  your  sizes  enclosed  in  your  letter  of  the  6th  inst. 
with  those  of  the  Rating  Company  for  the  above  risk  revealed  the  fact  that 
the  Rating  Company’s  tariff  of  $13.55  was  incorrect.  In  refiguring  this  tariff 
we  discovered  that  the  correct  figures  for  seven  lights  including  one  sheet 
light  were  $6.05  and  we  have  so  marked  the  card  now  on  file. 

“  This  particular  risk  is  a  renewal  of  another  company  whose  policy  has 
been  out  for  nearly  a  year  and  the  premium  paid  and  they  therefore  do  not 
feel  as  though  they  should  be  compelled  to  reduce  the  rate  at  this  late  date. 
This  we  believe  is  exactly  what  the  members  of  the  Association  meant  to 
guard  against,  when  they  adopted  the  resolution  that  no  cards  once  filed 
should  be  changed  under  any  circumstances. 

“  In  view  of  the  fact  of  this  case  and  the  resolution  referred  to  above, 
we  do  not  think  that  we  should  change  the  premium  on  the  card  now  on  file, 
even  though  changing  the  tariff  and  not  the  premium  differentiates  the 
proportion  of  this  store  from  the  balance  of  the  stores  at  this  particular 
location.” 

Notwithstanding  the  palpable  error  of  over  100  per  cent,  in 
the  fixing  of  the  above  rate,  the  erroneous  rate  is  still  in  force. 

Jf0-Jf2  East  59th  Street ,  New  York  City : 

The  tariff  rates  and  the  premiums  in  force  on  the  above  risks 
on  September  30.  1912  were  as  follows: 

40  East  59th  street,  tariff  rate  $20.33,  premium  in  force  $20.33. 

42  East  59th  street,  tariff  rate  $20.33,  premium  in  force  $9.75. 
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The  inconsistency  having  been  called  to  the  attention  of  the 
manager,  he  re-rated  on  October  2,  1912,  No.  40  East  59th  Street. 
Nevertheless,  the  premiums  in  force  at  the  present  time  are  still 
inconsistent  with  each  other,  the  premiums  in  force  representing 
the  following  percentages  of  the  tariff  rates:  40  East  59th  Street, 
75  per  cent.;  42  East  59th  Street,  48  per  cent. 

493  Columbus  Avenue ,  New  York  City: 

This  risk  consists  of  a  double  store  with  practically  the  same 
amount  of  glass  in  both  stores.  The  southern  half  of  the  premises 
is  occupied  by  a  tailor  and  the  premium  charge  in  force  is  $4.55. 
The  northern  half  is  occupied  by  a  grocer  and  the  premium 
charge  in  force  is  $3.00. 

502-504-  Warren  Street ,  Brooklyn: 

502  Warren  street,  tariff  rate  $6.02,  premium  in  force  $15. 

504  Warren  street,  tariff  rate  $6.84,  premium  in  force  $10.26. 

The  attention  of  the  bureau  manager  was  called  to  this  incon¬ 
sistency  with  the  information  that  the  broker  for  the  higher  rated 
risk  might  bring  the  inconsistency  to  the  attention  of  the  Insur¬ 
ance  Department.  The  relative  importance  of  the  rules  of  the 
association  and  the  laws  of  the  state  is  plainly  shown  bv  the 
following  letter  from  the  bureau  manager: 

“  In  re  502  Warren  St.,  Brooklyn.” 

“  In  reply  to  your  favor  of  the  19th  inst.,  beg  to  advise  that  I  have  in¬ 
spected  the  cards  on  file  on  above  risk  and  on  504  Warren  St.,  and  find  that 

they  were  rated  as  renewals  by  two  companies  at  about  the  same  time  last 
year,  the  rates  no  doubt  being  based  on  the  experience. 

“  I  regret  to  say,  that  I  can  think  of  no  rule  that  will  permit  me  to  accept 
a  rate  on  502  adjusted  to  the  rate  on  504,  notwithstanding  that  the  broker 
may  submit  it  to  the  State  Department,  who  could  perhaps  treat  it  as  dis¬ 
crimination  and  therefore  against  the  law.” 


Conclusions 

It  has  been  held  that  an  insurance  company  is  simply  the  ve¬ 
hicle  for  distributing  the  burden  of  the  loss  of  the  individual 
among  the  many.  It  has,  therefore,  been  urged  that  co-operation 
between  companies  is  necessary, — 

1.  That  all  companies  would  receive  the  benefit  of  the  experi¬ 
ence  of  other  companies  writing  similar  lines  of  insurance; 
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2.  That  expense  of  necessary  inspections,  surveys,  etc.,  of  risks 
may  be  reduced  to  a  minimum; 

3.  That  competition  as  to  rates  and  the  payment  of  excessive 
commissions  may  be  eliminated ; 

All  this  with  a  view  of, — 

(a)  Securing  for  the  companies  an  adequate  rate  necessary  to 
their  solvency. 

(b)  Furnishing  to  the  insured  indemnity  at  the  lowest  pos¬ 
sible  cost  compatible  with  adequate  rates  and  proper  service ; 

(c)  Preventing  unfair  discrimination  between  policyholders. 

A  review  of  the  conditions  surrounding  the  history,  organiza¬ 
tion  and  manner  of  conducting  the  Plate  Glass  Underwriters' 
Association  of  New  York  City  does  not  indicate  that  the  insur- 
ing  public  has  been  to  the  fullest  extent  benefited  by  the  com¬ 
bination  existing  between  the  members  of  that  association.  The 
experience  of  companies  writing  plate  glass  insurance  as  to  pre¬ 
miums  and  losses  as  reported  to  this  department  indicates  either 
immoderate  profits  or  excessive  expense,  both  before  and  after 
the  formation  of  the  association. 

The  so-called  cabinet  or  district  rates  are  plainly  exorbitant, 
and  the  variation  in  rates  applied  to  the  different  districts  was 
based  upon  insufficient  data.  The  individual  rates,  some  of  them 
higher  and  some  of  them  lower  than  the  cabinet  rates,  are  a 
travesty  upon  the  principle  of  insurance.  These  rates  which  were 
fixed  by  the  company  having  the  business  on  its  books,  became 
the  association  rate  on  individual  risks,  regardless  of  equity  or 
consistency,  by  the  interested  company  simply  filing  such  rates 
with  the  association.  The  committee  rates  also  were  grossly  dis¬ 
criminatory  and  were  resorted  to  apparently  for  the  purpose  of 
meeting  the  competition  of  the  few  non-association  companies. 
The  non-association  competition  has  apparently  been  of  small 
benefit  to  the  insuring  community,  the  competition  being  directed 
not  so  much  towards  cutting  the  association  rates,  but  rather  to 
attract  brokers  by  increased  commissions. 

tJ 

No  surveyors  are  employed  by  the  association,  each  company 
making  its  own  surveys.  This  method  results  in  some  duplicate 
surveys  being  made  and  such  duplicates  do  not  always  agree  as  to 

size  of  lights. 
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The  association  evidently  confines  its  efforts  mostly  to  the 
filing  and  recording  of  rates  as  submitted  by  the  companies  and 
furnishing  such  filed  rate,  upon  request,  to  the  members. 

iTo  provision  is  made  by  the  association  whereby  any  policy¬ 
holder  may  ascertain  any  information  whatever  regarding  the 
rates  on  his  property,  no  file  or  record  of  any  such  requests,  com¬ 
plaints,  correspondence,  etc.,  being  kept  by  the  association. 

Recommendations 

Section  141  of  the  Insurance  Law  provides  in  part  as  follows: 

1.  t(  *  *  *  nor  ghaji  any  ,such  [rate  making]  associations,  or  any  person, 

association  or  corporation  authorized  to  transact  the  business  of  insurance 
within  this  state,  fix  or  make  any  rate  or  schedule  of  rates  or  charge  a  rate 
which  discriminates  unfairly  between  risks  within  this  state  of  essentially 
the  same  hazard  *  *  *  .” 

2.  “  Every  such  rating  organization  shall  keep  a  careful  record  of  its 
proceedings  and  shall  furnish  upon  demand  to  any  person  upon  whose  property 
or  risk  a  rate  has  been  made,  or  to  his  authorized  agent,  full  information 
as  to  such  rate,  and,  if  such  property  or  risk  be  rated  by  schedule  a  copy 
of  such  schedule;  it  shall  also  provide  such  means  as  may  be  approved  by 
the  superintendent  of  insurance  whereby  any  person  or  persons  affected  by 
such  rate  or  rates  may  be  heard,  either  in  person  or  by  agent,  before  the 
governing  or  rating  committee  or  other  proper  executive  of  such  rating  or¬ 
ganization  on  an  application  for  a  change  in  such  rate  or  rates.” 

It  is  recommended  that  the  collation  of  the  statistical  data, 
upon  which  the  association  is  at  present  engaged,  be  speedily 
completed  and  carefully  analyzed;  that  new  rates  based  upon 
this  analysis  be  uniformly  applied  to  all  risks  of  essentially  the 
same  hazard ;  and  all  recognized  extra-hazardous  or  non-hazardous 
surroundings  as  disclosed  by  such  analysis  to  be  uniformly  con¬ 
sidered  in  the  rates  applied  to  individual  risks  or  specified 
districts. 

In  order  to  comply  with  the  second  provision  of  the  law  above 
quoted,  it  is  recommended  that  the  association  obtain  for  its  own 
files  all  the  information  necessary  to  ascertain  whether  the  as¬ 
sociation  rate  has  been  properly  arrived  at  in  conformity  with 
its  manual,  rules  and  practices,  and  to  furnish  such  information, 
upon  demand,  to  any  person  affected  by  such  rate.  Furthermore, 
all  such  information  should  be  obtained  through  inspections  made 
under  the  supervision  of  the  association,  thus  tending  to  bring 
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about  uniformity,  eliminating  favoritism  and  discrimination  and 
reducing  to  a  minimum  the  cost  of  inspections  now  independently 
conducted  by  each  company.  Reductions  in  expenses  brought 
about  by  adopting  new  inspection  methods  or  from  other  im¬ 
provements  should  also  accrue  to  the  benefit  of  the  policyholders. 

It  is  also  recommended  that  the  association  adopt  measures  to 
further  comply  with  the  second  provision  of  the  law  quoted  above 
bv  authorizing  some  committee  or  executive  before  whom  a  hear- 
ing  may  be  had  by  any  assured  or  his  agent,  upon  request  for  a 
change  in  rate  upon  his  property. 


List  oe  Members 

..Etna  Accident  and  Liability  Company. 

Casualty  Company  of  America. 

Employers’  Liability  Assurance  Corporation,  Ltd. 

Fidelity  and  Casualty  Company. 

Fidelity  and  Deposit  Company. 

Globe  Indemnity  Company. 

Lloyds  Plate  Glass  Insurance  Company. 

Maryland  Casualty  Company. 

Massachusetts  Bonding  and  Insurance  Company. 
Metropolitan  Casualty  Insurance  Company. 

New  Amsterdam  Casualty  Company. 

New  Jersey  Fidelity  &  Plate  Glass  Insurance  Company. 
New  York  Plate  Glass  Insurance  Company. 

Ocean  Accident  and  Guarantee  Corporation. 

Preferred  Accident  Insurance  Company. 

Royal  Indemnity  Company. 

United  States  Casualty  Company. 

United  States  Fidelity  and  Guaranty  Company. 


THE  PLATE  GLASS  SERVICE  AMD  INSURANCE 

BUREAU 

Vo.  1  Liberty  Street,  Tew  York,  V.  Y. 

Examination  as  to  methods  and  manner  of  operation  covering 
period,  1911-1912. 

Report  dated  December  24,  1912. 

Examiner :  C.  A.  Wheeler. 

History 

On  May  11,  1911,  a  special  meeting  of  the  Plate  Glass  Under- 
writers  Association,  whose  activities  are  confined  to  Greater  New 
York,  was  held  for  the  purpose  of  discussing  the  establishment 
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of  rules  and  rates  in  territories  outside  of  Greater  New  York. 
On  May  18,  1911,  a  constitution  of  a  national  association  was 
adopted  creating  an  association  to  be  known  as  “  The  Plate  Glass 
Service  and  Information  Bureau,"  whose  purpose  was  to  formu¬ 
late  and  supervise  the  carrying  out  of  plans  and  rules  tending  to 
regulate  rates  and  commissions  in  the  United  States  outside  of 
Greater  New  York. 

All  companies  transacting  plate  glass  insurance  in  the  United 
States  are  eligible  to  membership,  such  membership  at  this  date 
comprising  eighteen  companies. 

Organization  and  Objects 

The  objects  and  powers  of  the  bureau  as  stated  in  the  constitu¬ 
tion  are  to  act  as  referee  in  all  matters  connected  with  the  ad¬ 
ministration  of  plate  glass  insurance,  to  promote  uniformity, 
sound  practices  and  co-operation  in  underwriting  such  insurance, 
to  collate  and  tabulate  statistical  data  upon  all  matters  affecting 
such  insurance  and  to  circulate  this  information  among  its  mem¬ 
bers;  to  assist  in  the  promotion  of  local  associations  at  various 
centers  and  to  generally  supervise  same,  to  adjust  any  differences 
arising  between  members  of  such  local  associations,  and  to  watch 
legislation  affecting  the  interests  of  the  companies  writing  plate 
glass  insurance. 

The  officers  of  the  bureau  consist  of  a  chairman,  vice-chairman, 
treasurer,  and  secretary  and  bureau  manager,  the  last  named 
being  appointive  and  the  others  being  elective. 

The  secretary  and  business  manager  is  E.  M.  Gridley,  1  Liberty 
street,  New  York  city. 

There  is  a  complaint  committee  consisting  of  three  members 
selected  by  the  manager  in  accordance  with  the  rules  of  pro¬ 
cedure,  from  the  disinterested  members  of  the  bureau.  Its  duties 
are  to  hear  any  complaints  as  to  infractions  of  rules  or  rates,  pass 
on  investigations  made  by  the  manager,  and  advise  him  as  to 
procedure ;  v  to  grant  hearings  to  the  complainant  and  defendant 
companies  and  impose  prescribed  penalties.  Its  actions  and 
reports  bn  complaints  are  attached  to  the  complaints  and  kept  on 
tile.  Its  decisions  are  subject  to  appeal  to  the  next  general  meet¬ 
ing  of  the  bureau. 
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When  the  bureau  was  organized,  the  various  states  of  the 
United  States  were  divided  into  groups  and  committees  of  three 
members  each  were  appointed  to  recommend  rates  and  commis¬ 
sions  to  apply  in  each  state.  The  committees  still  exist,  the  mem¬ 
bers  composing  each  committee  being  such  companies  as  have  the 
largest  interests  in,  and  are  most  familiar  with  the  conditions  of, 
each  particular  group  of  states.  Any  request  for  a  change  of 
rates,  rules,  etc.  is  submitted  to  the  committee  in  charge  of  the 
territory  affected  and  a  report  thereon  from  such  committee  is 
submitted  to  and  acted  upon  by  the  bureau. 

The  bureau  exercises  a  general  supervision  over  the  various 
local  associations  affiliated  with  it.  It  assists  in  the  promotion 
of  local  associations,  furnishing  a  form  of  constitution,  the  adop¬ 
tion  of  which,  however,  is  not  compulsory.  The  bureau  considers, 
revises,  approves  (or  disapproves),  regulations  made  and  adopted 
by  such  local  associations  and  deals  with  any  differences  arising 
between  members  of  any  local  association  when  referred  to  the 
bureau,  giving  advice,  instructions  and  Suggestions  in  all  matters 
so  brought  to  its  attention.  Its  actual  supervision  or  control  over 
such  local  associations  is,  however,  only  nominal.  It  has  no  power 
over  such  associations  to  enforce  its  own  rules  and  regulations 
except  such  influence  as  it  may  exert  upon  the  local  agent  through 
its  own  members  who  must  in  every  instance  also  be  members  of 
any  affiliated  local  association. 

Any  legislative  matters  bearing  on  the  business  of  plate  glass 
Insurance  are  usually  brought  before  the  bureau  at  its  meetings, 
considered,  and  action  thought  necessary  taken  to  protect .  its 
interests  and  those  of  its  members. 

Ho  officer  or  member  receives  any  compensation  or  salary  ex¬ 
cept  the  secretary  and  bureau  manager. 

Rules 

The  bureau  has  no  rules  limiting  the  number  of  agents  a  mem¬ 
ber  may  have  in  any  particular  territory,  nor  any  rules  limiting 
the  commissions  that  may  be  paid  to  such  agents.  Brokers’ 
commissions  are  limited  to  15  per  cent,  in  nearly  all  localities 
where  rules  apply,  but  in  a  few  instances  the  limit  is  20  per 
cent. 
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Rules  have  been  promulgated  regulating  the  procedure  in  event 
of  a  complaint  being  filed  by  any  member,  of  a  violation  of  rules 
or  rates.  These  rules  prescribe  the  method  to  be  followed  by  the 
complaining  company  and  the  penalties  to  be  imposed  for  viola¬ 
tion  of  rules.  They  provide  for  the  investigation  of  such  com¬ 
plaint  by  the  bureau  manager,  and  a  hearing  before  the  complaint 
committee,  and  allow  an  appeal  from  such  committee’s  decision  to 
be  taken  to  the  bureau. 

Members,  agents  or  their  representatives  are  not  permitted  to 
allow  anv  rebate  or  discount  to  the  assured. 

1/ 

The  rules  do  not  prescribe  the  use  of  any  particular  form  of 
policy  and  no  efforts  have  been  made  towards  regulating  the 
form  or  adopting  a  standard  policy.  The  term  of  any  policy  is 
limited  to  one  year,  but  may  be  extended  to  cover  fractional  part 
of  the  second  year  if  conditions  necessitate. 


Financial 

The  expenses  of  the  bureau  are  met  by  an  annual  membership 
charge  of  $25  and  any  necessary  assessment  based  upon  the  net 
premiums  received  during  the  preceding  calendar  year  in  the 
territory  covered  by  the  bureau.  The  minimum  assessment  is 
fixed  at  $50. 

Ro  expenses  of  local  boards  are  included  in  the  bureau’s  ex¬ 
penses  but  are  separately  assessed  by  each  local  board  with  the 
consent  of  the  bureau. 

The  accounts  are  audited  annually  by  a  committee  appointed 
for  that  purpose.  Following  is  a  condensed  statement  of  receipts 
and  disbursements  from  July  15,  1911  to  May  16,  1912: 


Receipts 


$487 

34 

5,  945 

95 

500 

00 

Disbursements 

$3,  383 

17 

341 

70 

Telephone,  telegraph  and  postage . 

186 

50 

1,577 

54 

5,488  91 


Balance  on  hand,  May  16,  1912 


$1,444  38 
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Hates 

When  the  bureau  was  organized,  such  rates  as  had  been  adopted 
by  any  local  association  now  affiliated  with  the  bureau,  were 
allowed  to  stand  and  are  still  in  force  with  some  few  changes. 
For  territories  not  covered  by  these  rates,  a  manual  known  as 
the  “  1909  manual  ”  was  adopted  as  a  basis  for  determining  the 
rates  to  be  approved  by  the  bureau.  The  premium  charges  as 
fixed  by  such  manual  are  supposed  to  be  about  2%,  3%  or  4% 
per  cent.,  according  to  the  size  of  the  glass,  of  the  list  price  or 
“  long  cost  ”  of  the  glass.  As  previously  stated,  the  United  States 
was  divided  into  groups  of  states  and  committees  were  appointed 
who  should  recommend  the  rates  to  be  charged  in  the  various 
states,  such  committees  consisting  of  members  having  the  largest 
interests  and  experience  in  those  states.  The  resultant  rates  were 
justified  solely  by  the  underwriting  judgment  of  the  individual 
members.  As  subsequent  experience  warranted,  such  rates  have 
been  modified  from  time  -  to  time  and  in  some  localities,  these 
rates  have  been  superseded  or  revised  to  meet  competition. 

A  schedule  of  rates  and  brokerage  commissions  now  in  force 
in  the  states  in  which  the  bureau  is  active,  is  attached.  A  mini¬ 
mum  premium  is  fixed  a(t  $2. 

Very  little  opposition  has  been  encountered  from  the  local 
associations  or  boards,  there  being  but  two  such  associations  now 
affiliated  with  the  bureau  which  have  not  adopted  the  bureau 
rates,  such  associations  being  allowed  to  use  their  own  pre¬ 
scribed  rates. 

When  the  tariff  premium  on  any  risk  exceeds  $500,'  a  member 
upon  whose  books  the  risk  already  stands,  may  file  a  rate  on  such 
risk  at  an  increase  or  decrease  from  such  tariff  rate  of  not  more 
than  50  per  cent,  (but  it  must  not  be  less  than  the  original 
premium  charged)  and  shall  file  a  card  showing  location  of  risk 
and  premium  charged,  which  premium  becomes  the  bureau  rate. 

The  result  of  this  rule  is  to  permit  any  company  on  such  risks 
to  continue  to  charge  the  premium  it  had  been  charging  in  the 
past,  wffiether  such  premiums  were  higher  or  lower  than  the  tariff 
rates.  The  filing  of  such  rates  prevented  any  other  association 
company  from  cutting  the  rate,  even  though  the  premium  charged 
was  far  in  excess  of  the  regular  association  rates. 
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Lliese  special  rates  apply  only  to  renewal  business  and  are  kept 
on  file  by  tbe  bureau.  When  any  member  solicits  a  risk,  the  tariff 
premium  on  which  exceeds  $500,  they  are  required  to  ascertain 
it  a  rate  already  exists,  and,  if  so,  to  quote  same  rate. 

Statistics 

Whenever  a  request  is  made  to  change  rates  in  force  in  any 
given  territory  for  other  reasons  than  competition,  the  bureau 
collates  and  tabulates  statistics  as  furnished  by  the  members 
covering  the  experience  as  to  premiums  received  and  losses  paid 
in  that  territory  and  any  change  of  rate  is  recommended  upon 
the  results  shown  by  these  statistics. 

No  organized  efforts  have  been  made  towards  gathering  any 
statistics  of  the  experience  of  the  members  with  the  view  of 
establishing  the  correctness  of  the  rates  charged  in  general.  The 
bureau  did  compile  a  table  showing  the  premiums  written,  losses 
paid  and  loss  ratio  in  the  various  states  for  the  year  1911,  copy 
of  which  is  attached.  The  information  obtained  was  furnished 
to  each  member  to  give  some  indication  as  to  the  experience  in 
each  particular  state. 

The  plate  glass  premiums  and  losses  as  reported  to  the  New 
York  Insurance  Department  for  the  last  ten  years  for  the  United 
States  and  for  New  York  State  is  given  herewith: 

✓ - United  States - - - •.  . - New  York  State - 

Ratio  losses  Ratio  losses 

Earned  Losses  to  earned  Earned  Losses  to  earned 

Years  Premiums  Paid  Premiums  Premiums  Paid  Premiums 

1902  to  1906  inc. .. .  $10, 525,401  $3,775,575  35.9%  $3,775,103  $1,385,815  36.9% 

1907  to  1911  inc..  . .  16,042,039  6,326,327  39.4%  5,275,560  2,219,696  42.1% 

Total  for  10  years  $26,567,440  $10,101,902  38.0%  $9,050,663  $3,605,511  39.8% 


Yon-Bureau  Competition 

One  of  the  objects  of  the  bureau  is  the  maintenance  of  its  rates 
in  the  territory  under  its  jurisdiction.  Whenever  non-members 
cut  the  bureau  rates  or  disregard  the  bureau’s  rules  governing 
commissions,  an  attempt  is  made  by  the  local  association  in  whose 
territory  the  violations  occur  to  induce  the  offending  company  to 
join  the  organization.  If  unsuccessful,  the  local  organization  is 
empowered  by  the  bureau  to  employ  whatever  means  may  be 
deemed  necessary  to  meet  the  competition,  the  rates  and  rules 
having  been  entirely  suspended  in  some  localities  for  this  purpose. 
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Because  of  the  competition  existing  in  a  portion  of  the  ter¬ 
ritory  formerly  covered  by  the  bureau,  the  constitution  was 
amended  in  July,  1912,  so  as  to  limit  the  jurisdiction  of  the 
bureau  only  to  those  states  which  are  unanimously  voted  by  the 
membership  as  constituting  a  part  of  the  bureau’s  territory.  As 
a  result  of  this  action,  the  bureau  now  covers  twenty-four  states, 
a  list  of  which  is  appended  to  this  report. 

Competition  is  serious  enough  in  some  localities  to  disturb  the 
association  rates.  Notwithstanding  this,  it  is  evident  from  the 
annual  reports  of  the  plate  glass  underwriters  that  rates  are 
sufficiently  high  in  localities  where  competition  does  not  flourish, 
to  overcome  the  lowering  tendency  of  the  competitive  rates. 

Conclusions 

The  proper  functions  of  rate  making  associations  would  seem 
to  be  to  facilitate  co-operation  of  its  members  with  one  another  in 
order  that  unnecessary  expenses  may  be  eliminated,  to  bring 
about  uniformity  and  proper  practices  and  to  arrive  by  inter¬ 
change  of  experience  between  members  at  adequate  and  equitable 
rates  to  the  mutual  advantage  of  the  companies  and  the  public. 

The  bureau’s  activities  have  been  mainly  confined  to  formu¬ 
lating  rules  governing  brokers’  commissions  and  establishing  a 
general  rate  to  be  charged  in  the  various  states  in  which  it 
operates. 

No  record  of  rates  on  individual  risks  is  kept  and  very  little 
effort  has  thus  far  been  made  bv  the  bureau  to  fulfill  its  functions, 
with  a  view  to  furnishing  the  best  possible  service  to  the  public. 
There  is  a  wide  disparity  between  rates  in  different  localities,  but 
nevertheless  the  average  level  of  rates  is  unduly  high. 

Brokers’  commissions  are  limited  by  the  rules,  but  such  limita¬ 
tion  seems  futile,  when  it  is  considered  that  agents’  commissions 
are  not  regulated. 
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THE  STEAM-BOILER  AND  FLYAYHEEL  SERVICE  AND 

INFORMATION  BUREAU 

New  1Y>kk,  N.  Y. 

Examination  on  affairs  and  condition  as  of  December  31,  1912. 
Report  dated  January  6,  1913. 

Examiner:  A.  Z.  Banta. 


History  and  0 rganization 

On  March  3,  1911,  some  of  the  companies  writing  steam-boiler 

and  fly-wheel  insurance  met  in  the  boardroom  of  the  Fidelity  and 
«/  */ 

Casualty  Company  of  New  York;  eight  companies  were  repre¬ 
sented  at  this  meeting  which  proceeded  to  discuss  rates,  commis¬ 
sions,  policy  provisions,  and  underwriting  practices  generally.  At 
this  meeting  a  name  for  the  proposed  association  was  agreed  upon 
and  a  committee  of  three  appointed  to  prepare  a  constitution  and 
by-laws;  although  a  number  of  meetings  were  held  between  that 
date  and  December  6,  1912,  complete  organization  has  as  yet  not 
been  effected. 


Membership 

There  are  about  thirteen  companies  writing  this  kind  of  insur¬ 
ance;  of  these  only  seven  or  eight  expressed  their  willingness  to 
become  members  of  the  proposed  association,  the  others  holding 
back  for  various  reasons.  Any  company  writing  steam-boiler  or 
fly-wheel  insurance  is  eligible  to  membership  and  may  be  admitted 
by  vote  of  the  “  Governing  Committee." 


Constitution  a'nd  By-Laws 

The  committee  appointed  to  prepare  a  constitution  and  by-laws 
submitted  a  constitution  as  prepared  by  them  which  was  adopted 
at  a  meeting  of  the  companies  interested,  but  seemingly  the  matter 
of  by-laws  was  not  considered. 

A  copy  of  the  constitution  is  attached  to  the  report. 


Aims  and  Objects 

The  object  of  the  association  as  stated  in  the  constitution  “  shall 
be  to  promote  the  public  safety,  particularly  with  reference  to 
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explosions  of  steam-boilers  and  fly-wheels;  to  encourage  co-opera¬ 
tion  toward  this  end  among  manufacturers,  owners,  users,  in¬ 
spectors  and  insurers  of  steam-boilers  and  fly-wheels." 

The  means  employed  by  the  association  to  attain  this  end  are 
investigation  and  discussion  of  the  causes  of  boiler  and  fly-wheel 
explosions  and  matters  relating  to  their  construction,  repair,  opera¬ 
tion,  inspection  and  insurance,  with  a  view  to  lessening  the  chances 
of  explosions;  also  in  the  interest  of  greater  safety  to  make  sug¬ 
gestions  to  manufacturers,  repairers,  owners,  users,  inspectors  and 
insurers  of  steam-boilers  and  fly-wheels. 

The  association  proposes  also  to  control  as  far  as  may  be  possible 
the  establishment  of  premiums  to  be  charged  by  its  members,  the 
rates  of  commissions  to  be  paid  to  agents  for  procuring  business  as 
well  as  the  adoption  of  policy  provisions  with  a  view  to  standardiza¬ 
tion,  and  to  bring  about  uniformity  in  underwriting  practices  in 
general. 

Officers  and  Committees 

Provision  is  made  in  the  constitution  for  the  election  of  a  presi¬ 
dent  and  a  secretary-treasurer  by  a  “  Governing  Committee;”  this 
committee  to  be  composed  of  one  delegate  and  one  alternate  from 
each  company  holding  membership  in  the  association. 

At  a  meeting  held  February  9,  1912,  C.  S.  Blake,  secretary 
of  the  Hartford  Steam-Boiler  Inspection  and  Insurance  Company, 
was  elected  president,  and  William  IT.  Boehm,  superintendent  of 
the  Boiler  and  Fly-wheel  Department  of  the  Fidelity  and  Casualty 
Company  of  Hew  York  was  elected  secretary-treasurer,  each  for 
the  term  of  one  year  and  thereafter  until  their  successors  are 
elected. 

The  constitution  provides  also  for  an  executive  committee  to  be 
composed  of  five  members,  two  of  whom  shall  be  the  president  and 
secretary-treasurer,  the  remaining  three  to  be  appointed  by  the 
governing  committee.  L.  F.  Butler,  secretary  of  the  Travelers 
Indemnity  Company,  C.  S.  McEntee,  manager  of  the  Steam-Boiler 
and  Fly-Wheel  Department  of  the  Casualty  Company  of  America, 
and  J.  H.  Rausch,  manager  of  the  Boiler,  Fly-Wheel  and  Inspec¬ 
tion  Department  of  the  Maryland  Casualty  Company,  were  ap¬ 
pointed  to  complete  this  committee. 
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In  addition  to  the  above  named  standing  committees,  a  “  Com¬ 
mittee  of  Four  ”  was  appointed  by  the  meeting  of  June  28-29  to 
formulate  recommendations  on  steam-boiler,  fly-wheel,  and  use  and 
occupancy  underwriting  practices,  standard  policy  provisions, 
boiler  and  fly-wheel  rates,  turbine  rates,  use  and  occupancy  rates 
and  rates  of  commission. 

Policy  Provisions 

Inspection  and  comparison  of  the  policies  of  some  of  the  com¬ 
panies  writing  steam-boiler  and  fly-wheel  insurance  shows  them  to 
be  practically  alike  in  their  main  provisions  and  conditions. 

Insurance  is  provided  for  under  the  boiler  policies  against  imme¬ 
diate  loss  or  damage  to  the  property  of  the  assured  and  to  the 
property  of  others  for  which  the  assured  may  be  liable ;  also  against 
loss  or  damage  to  the  assured  resulting  from  the  loss  of  life  or 
injury  of  any  person  or  persons,  caused  by  the  explosion,  collapse 
or  rupture  of  any  steam-boiler  covered  by  the  policy.  Fly-wheel 
policies  provide  for  insurance  for  similar  loss  or  damage  arising 
from  the  explosion,  bursting,  disruption  or  breakage  during  rota¬ 
tion  of  any  fly-wheel  covered  by  the  policy. 

The  conditions  governing  the  contracts  are  alike  in  their  prin¬ 
cipal  features;  all  provide  for  inspection  by  the  company's  in¬ 
spectors  and  impose  upon  the  assured  the  obligation  of  allowing 
said  inspectors  access  to  the  plant  covered  at  all  reasonable  times, 
and  empower  the  inspectors  to  suspend  the  insurance  in  case  of 
defects  being  disclosed  until  the  defects  are  made  good,  and  the 
boiler  or  fly-wheel  restored  to  a  safe  condition.  The  inspectors  fix 
upon  a  maximum  steam  pressure  allowed  to  be  carried  on  the  boiler 
which  must  not  be  exceeded  under  penalty  of  forfeiture  of  the 
indemnity  in  the  event  of  any  accruing,  and  the  maximum  number 
of  revolutions  per  minute  of  fly-wheels,  which  likewise  must  not 
be  exceeded. 

The  policies  also  obligate  the  assured  to  give  immediate  notice 
of  an  explosion  and  to  delay  repairs  or  replacement  until  the  com¬ 
pany’s  inspectors  shall  have  had  an  opportunity  to  investigate  and 
determine  the  cause  of  the  explosion. 

It  will  be  seen  from  the  above  that,  although  steam-boiler  and 
fly-wheel  insurance  is  intended  to  indemnify  the  assured  for  loss 
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arising  from  boiler  or  fly-wheel  explosions,  it  is  designed,  more 
than  any  other  kind  of  insurance,  to  prevent  loss  and  for  this 
reason  it  is  necessary  that  plants  be  thoroughly  and  periodically 
inspected  by  expert  inspectors  whose  duty  it  shall  be  to  make  tests 
and  report  defects,  and  make  recommendations. 

An  inspection  service  is  maintained  by  each  company  writing 
this  class  of  insurance. 

The  plans  of  the  association  do  not  seem  to  contemplate  the 
establishment  of  a  central  or  common  inspection  service. 


Statistics 


For  the  ten  years  ended  December  31,  1911,  the  companies 
engaged  in  this  class  of  insurance  and  reporting  to  the  Insurance 
Department  of  the  State  of  Hew  York,  reported  the  collection  of 
premiums  amounting  to  $21,470,887.64  and  the  payment  of  in¬ 
demnity  for  loss  to  the  assured  of  $2,270,632.35,  or  about  10% 
per  cent,  of  the  premiums;  the  premium  given  above  is  the  pre¬ 
mium  income  and  nothing  is  added  to  the  paid  losses  for  losses 
incurred  and  unpaid. 

The  approximate  distribution  of  the  premium  income  is  indi¬ 
cated  by  the  following  figures,  which  are  taken  from  the  reports  of 
a  single  company  for  the  same  period  whose  business  is  included 
in  the  above  and  which  does  a  large  part  of  the  entire  business : 


Premiums  earned  . 

Losses  paid  and  unpaid . 

Cost  of  inspections . 

Taxes  on  premiums,  insurance  department  fees, 

etc.,  paid  and  unpaid . 

Administration  expenses . 

Cost  of  procuring  business,  paid  and  unpaid.. 


$12, 804,066  94 

1,  122,  601 .97  —  8.76+% 
4,  626,070. 62  =  36 . 12+% 

455, 300 .  11  =  3.55  +  % 
1,  015,  117.01  =  7.92+% 
4,294,032.81  =  33.53+% 


Losses  and  expenses  paid  and  unpaid .  $11,513,  122.52  =  89.91  +  % 

Trade  profit  .  1,290,944.42  =  10.08+% 


$12, 804,066.94 


It  should  be  noted  that  the  inspection  expense  of  this  company  is 
probably  less  than  the  inspection  expense  of  most  other  companies, 
the  volume  of  business  transacted  by  this  company  making  it 
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possible  to  conduct  its  plant  on  a  more  economical  basis ;  this  would 
indicate  a  corresponding  reduction  in  the  trade  profit  of  other 
companies. 

Present  Status  of  the  Bureau 

The  association  has  not  adopted  any  table  of  rates;  the  Com¬ 
mittee  of  Four  submitted  with  its  report  formulae  that  take  into 
account  the  more  important  factors  entering  into  the  proper  compo¬ 
sition  of  the  various  premiums ;  the  value  of  each  factor,  however, 
depends  directly  upon  the  accumulated  experience  of  all  the  com¬ 
panies,  and  as  this  has  not  been  compiled,  the  premiums  deduced 
from  the  material  at  hand  are  not  absolute. 

The  association  has  not  compiled  any  statistics,  but  it  is  included 
in  the  plan  of  the  organization  to  do  so. 

Although  the  constitution  provides  for  the  payment  of  fees  and 
dues,  it  is  stated  that  none  have  been  collected,  nor  have  any  ex¬ 
penses  been  incurred ;  there  are  no  books  of  account,  correspondence 
or  any  records  beyond  the  minutes  of  the  various  meetings  and 
while  the  matter  of  organization  by  the  companies  interested  has 
not  been  abandoned,  there  seems  to  be  no  immediate  prospect  of 
completing  the  organization. 

Under  date  of  December  12,  1912,  William  A.  Boehm,  the  secre¬ 
tary  of  the  association,  describes  its  present  status  as  follows : 

“  Companies  writing  steam  boiler  and  fly  wheel  insurance  have  held  sev¬ 
eral  meetings.  At  these  meetings  there  has  been  discussed  underwriting 
practices,  policy  forms,  rates  and  commissions.  Committees  were  appointed, 
and  these  committees  have  made  certain  recommendations,  which  recommenda¬ 
tions  have  not,  however,  as  yet  been  adopted.  In  fact,  by  reason  of  the  very 
great  differences,  in  the  agency  organizations  of  the  several  companies  inter¬ 
ested,  it  seems  exceedingly  difficult  to  bring  about  uniform  practices.  At 
present  writing  there  is  no  prospect  of  any  early  completion  of  the  organiza¬ 
tion;  no  date  has  been  set  upon  which  the  rules  and  practices  shall  become 
effective.” 
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STATE  OF  NEW  YORK 


INSURANCE  DEPARTMENT 


Albany,  January  1,  1913 

Sir:  Sent  you  herewith  are  abstracts  of  letters  received  from 
the  Insurance  Superintendents,  Commissioners  or  other  officers 
charged  with  insurance  supervision  in  the  several  States,  setting 
forth  in  detail  the  fees  and  taxes  imposed  by  the  provisions  of 
their  insurance  laws,  and  which  will  be  collected  from  the  various 
insurance  companies,  associations  and  societies  of  New  York  dur¬ 
ing  1913.  The  Department  is  informed  that  no  discretionary 
power  is  vested  in  such  Insurance  Superintendents,  Commissioners 
and  officials  to  reduce  or  remit  these  charges. 

Very  respectfully, 

W.  T.  Emmet, 

Superintendent  of  Insurance. 
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FEES  AND  TAXES 


Imposed  by  the  New  York  Insurance  Law  oh  Companies  of 

Other  States 

(Authority  to  remit  all  fees  is  vested  in  the 
Superintendent  of  Insurance  of  the  State  of  New 
York  and  they  are  remitted  when  like  consideration 
is  shown  New  York  companies  by  other  States.) 


FEES 

Filing  declaration  and  certified  copy  of  charter,  all  companies....  $30  00 

Filing  annual  statement,  all  companies .  20  00 

Certificate  of  authority,  company  or  agent .  5  00 

Certificate  of  deposit,  valuation  or  compliance,  each .  5  00 


Copy  of  records,  10  cents  per  folio  and  $1  for  seal. 

Retaliatory  provisions  for  other  or  greater  charges  by  other 
states. 

TAXES 

Life  and  casualty  companies  of  other  states,  1  per  cent,  of  gross 
premiums  received  in  this  state.  (Collected  by  state  comptrol¬ 
ler.  Section  187,  Tax  Law.) 

(In  collecting  taxes,  under  retaliatory  provisions,  from  life  or 
casualty  companies,  the  New  York  Insurance  Department  allows 
credit  for  the  amount  paid  to  the  state  comptroller.) 

Fire  companies,  2  per  cent,  of  gross  premiums  received  for 
insurance  on  buildings  within  the  fire  limits  of  cities  and  villages 
maintaining  fire  departments.  (Payable  to  fire  departments  or 
associations.  Section  133,  Insurance  Law.) 

(In  collecting  taxes,  under  retaliatory  provisions,  from  fire 
companies,  the  New  York  Insurance  Department 'allows  credit  for 
the  amount  paid  under  section  133.) 

Marine  companies,  2  per  cent,  of  gross  premiums  received  in 
the  state,  or  obligations  taken  therefor,  less  reinsurance  paid  to 
companies  subject  to  this  tax.  (Section  34,  Insurance  Law.) 


[1069] 


1070  Fees  and  Taxes  Charged  by  Other  States 

Mutual  fire  insurance  companies  of  other  states  admitted  to  do 
business  in  the  State  of  New  York  pursuant  to  chapter  286,  Law3 
of  1909,  are  required  to  pay  to  the  Superintendent  of  Insurance 
1  per  cent,  of  their  gross  premiums  or  assessments  collected  or 
received  by  them  for  insurance  upon  property  situate  within  the 
state. 

Retaliatory  provisions  for  other  or  greater  taxes  by  other 
states. 
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FEES  AND  TAXES 

Imposed  by  Other  States  on  New  York  State  Companies 

( It  is  understood  that  the  following  charges  are  minimum ,  the 
superintendents,  commissioners  or  other  officers  in  charge  of 
the  various  states  having  no  authority  to  remit.) 

Alabama 


Fees: 

Company’s  license,  renewable  annually .  $101  00 

Agent’s  license,  each  member  of  firm .  3  50 


Fees  not  prorated. 

Taxes. —  One  and  one-half  per  cent,  of  gross  fire  premiums  re¬ 
ceived  in  the  state  less  return  premiums;  also  one-sixth  of  one 
per  cent,  of  such  premiums  to  provide  for  expense  of  investigation 
of  fires. 

After  the  year  1911  no  license  or  privilege  tax  or  other  charge 
for  the  privilege  of  doing  business  shall  be  imposed  by  any  mu¬ 
nicipal  corporation  upon  any  fire  or  marine  insurance  company 
doing  business  in  such  municipality,  except  upon  a  percentage  of 
each  one  hundred  dollars  of  gross  premiums,  less  the  premium 
returned  by  cancellation,  on  policies  issued  during  the  preceding 
year  in  such  municipalities ;  provided  that  such  percentage  shall 
not  exceed  four  dollars,  on  each  one  hundred  dollars  and  major 
fraction  thereof  of  such  gross  premiums ;  provided,  however,  that 
any  municipality  may  charge  a  flat  minimum  license  at  the  be¬ 
ginning  of  each  year  for  new  companies  doing  business  therein 
on  which  there  shall  be  an  adjustment  at  the  expiration  of  such 
year  upon  such  percentage  basis  as  may  be  fixed  by  said  mu¬ 
nicipality;  and  provided  further,  that  such  percentage  shall  not 
exceed  four  per  cent,  of  the  gross  premiums  collected,  less  return 
premiums  received  by  such  companies  on  policies  issued  during 
the  preceding  year  in  such  municipality.  And  in  addition  to  said 
amount  paid  the  State,  there  may  by  ordinance  be  levied  and 
collected  by  the  several  cities  and  towns  of  the  state  from  every 
insurance  company  other  than  fire  .and  marine  insurance  com*' 
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panies,  for  the  privilege  of  doing  business  within  the  limits  of 
said  cities  and  towns,  a  privilege  or  license  tax,  to  he  computed 
and  based  on  the  population  of  said  cities  and  towns  as  fixed  hv 
the  last  federal  census,  not  exceeding  the  following  scale,  to  wit. : 

1.  Each  such  insurance  company  in  cities  and  towns  having  a 
population  of  five  thousand  or  less,  ten  dollars,  and  one  dollar  on 
each  hundred  dollars  and  major  fraction  thereof  gross  premiums, 
less  the  premiums  returned  by  cancellation,  received  during  the 
preceding  year  on  policies  issued  during  said  year  to  citizens  of 
said  cities  and  towns. 

2.  Each  such  insurance  company  in  cities  and  towns  having  a 
population  of  five  thousand  and  not  over  ten  thousand,  fifteen 
dollars,  and  one  dollar  for  each  one  hundred  dollars  and  major 
fraction  thereof  of  gross  premiums,  less  the  premiums  returned 
by  cancellation  received  during  the  preceding  year  on  policies 
issued  during  said  year  to  citizens  of  said  cities  and  towns. 

3.  Each  such  insurance  company  in  cities  and  towns  having  a 
population  of  ten  thousand  and  not  exceeding  fifty  thousand, 
twenty  dollars,  and  one  dollar  on  each  one  hundred  dollars  and 
major  fraction  thereof  of  gross  premiums,  less  the  premiums  re¬ 
turned  by  cancellation  received  during  the  preceding  year  on 
policies  issued  during  said  year  to  citizens  of  said  cities  and  towns. 

4.  Each  such  insurance  company  in  cities  and  towns  having  a 
population  of  more  than  fifty  thousand,  fifty  dollars,  and  one 
dollar  on  each  one  hundred  dollars  and  major  fraction  thereof  of 
gross  premiums,  less  the  premiums  returned  by  cancellation  re¬ 
ceived  during  the  preceding  year  on  policies  issued  during  said 
year  to  citizens  of  said  cities  and  towns. 

Two  per  cent,  of  gross  life  premiums. 


Fees: 

License  . 


Mutual  Aid  Associations 


$20  oo 


Taxes. —  One  per  cent,  of  premiums  received. 

Retaliatory  provisions  for  greater  charges  by  other  states. 


Publication 

Abstracts  of  statements  required  to  he  published  in  a  newspaper 
of  general  circulation. 
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Publication  to  be  at  expense  of  company,  and  can  be  done  by 
company  direct,  or  the  department  will  place  such  advertising. 
The  usual  charge  for  same  is  $10.00.  dSTo  statute  fixes  such 
charge. 

Alaska 


Fees: 

Filing  certificate  qualification .  $5  00 

Filing  power  of  attorney .  5  00 


Payable  to  Department  of  Interior,  at  Juneau. 

Fraternal  beneficiary  associations  pay  no  fees. 

Taxes. —  Hone. 

Arizona 

Fees: 

Filing  articles  of  incorporation .  $10  00 

Filing  notice  of  appointment  of  agent  who  is  a  resident  of  the 
county  in  which  the  company  transacts  business,  for  the  purpose 
of  service  of  summons.  Such  appointments  to  be  individual. 


Appointment  to  be  filed  with  the  county  recorder .  20 

Filing  annual  statement .  5  00 

Certificate  of  authority .  5  00 

Agent’s  license,  including  firms .  2  00 

Publication  of  annual  statement .  2  50 

Filing  acceptance  of  provisions .  3  00 

Annual  registration  fee .  15  00 


Taxes. — •  Two  per  cent,  of  gross  premium  receipts  in  lieu  of  all 
other  state  taxes. 

Publication. — Abstract  of  annual  statement  prepared  to  be 
published  once.  Attended  to  by  Corporation  Commission. 


Arkansas 

Surety  Companies 

Fees: 

Filing  copy  of  charter .  $15  00 

Filing  annual  statement .  10  00 

Agent’s  license  .  2  00 

Certificate  of  authority  to  company .  2  00 

All  Other  Companies 

Filing  copy  of  charter .  15  00 

Filing  annual  statement . 10  00 

Certificate  of  authority .  2  00 

Agent’s  license  (one  to  each  soliciting  member  of  a  firm)  .........  2  00 
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Reciprocal  provisions  govern  fees  charged  other  state  companies 
for  filing  articles  of  incorporation ;  but  a  foreign  corporation  must 
pay  the  fee  charged  by  the  state  where  its  principal  United  States 
office  is  located. 

Foreign  unincorporated  concerns  must  pay  a  fee  of  $500  to  do 
business. 

Taxes. —  Two  and  one-half  per  cent,  of  gross  premiums  received 
in  the  state,  less  cancellations,  reinsurances  in  authorized  com¬ 
panies,  losses  paid  and  commissions  paid  in  the  state.  (Fraternal 
societies  are  not  taxed.) 


Annual  Franchise  Tax: 

All  companies  with  outstanding  capital  less  than  $500,000 .  $100  00 

All  companies  with  outstanding  capital  of  more  than  $500,000 ....  200  00 
Mutual  companies  with  no  capital .  50  00 


There  is  a  penalty  of  25  per  cent,  if  not  paid  on  or  before 
August  10th. 

Copy  of  records,  20  cents  per  folio  and  $1  for  seal. 

No  publication  required,  but  it  is  the  practice  of  the  depart¬ 
ment  to  publish  a  brief  annual  report  showing  the  assets  and  lia¬ 
bilities,  business  written,  renewals,  cancellations  and  business  in 
force  at  the  end  of  previous  year.  State  pays  for  this.  Two  and 
one-half  per  cent,  on  net  premium  is  in  lieu  of  all  other  taxes, 
state,  county  or  municipal. 


California 


Fees : 


Filing  certified  copy  of  charter  or  articles  of  incorporation  and  cer¬ 
tificate  as  to  organization  and  capital  and  assets . 

Filing  annual  statement . 

For  filing  amendment  to  articles  of  incorporation . 

Filing  appointment  of  general  agent  and  stipulation  for  service  of 

process  . 

Filing  bond  of  company . 

For  issuing  annual  certificate  of  authority . 

Agent’s  license  (each  agent  and  solicitor) . 

Filing  certificate  of  deposit  of  companies  organized  outside  of  the 

United  States  only . 

Issuing  certificate  of  deposit . 

For  furnishing  copies  of  papers,  per  folio . 

For  certifying  to  copies  of  papers . 

For  registering  each  policy . 

For  attaching  seal  of  office  to  any  paper  or  document  (not  above 


specified)  . . . . 

For  issuing  any  other  certificate, , 


t  f  f  f  *  t  f  *  f  f 
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$55  00 
20  00 
10  00 

5  00 
5  00 
10  00 
1  00 

5  00 
5  00 
20 
1  00 
1  00 

1  00 
g  00 
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Taxes. — •  All  companies,  IV2  per  cent,  of  gross  premiums  re¬ 
ceived  in  the  state  less  return  premiums,  reinsurance  in  authorized 
companies  or  associations,  subject  to  action  of  retaliatory  law. 

Retaliatory  provisions  for  greater  taxes  by  other  states. 

Publication. —  Abstract  of  annual  statement  must  be  published 
daily  for  one  week  or  four  consecutive  times  in  weekly  newspaper 
in  city  where  principal  office  in  California  is  located. 


Colorado 

Fees: 

Filing  the  certified  copy  of  articles  of  incorporation,  on  the  organ¬ 
ization  of  each  company .  $50  00 

Filing  power  of  attorney  and  statement  preliminary  to  admission  50  00 

Filing  copy  of  its  charter  or  deed  of  settlement,  and  examination 

thereof .  25  00 

Filing  annual  statement .  50  00 

Certificate  of  authority  to  transact  business  in  this  state,  renewed 

annually .  5  00 

Each  copy  of  certificate  of  authority  for  use  of  agents  and  solicitors 

to  each  member  of  firm .  2  00 

Each  copy  of  any  paper  filed,  per  folio .  20 

Affixing  the  seal  of  the  office,  and  certifying  any  paper .  1  00 


Taxes. —  Two  per  cent,  of  gross  premiums  received  on  business 
written  or  renewed  in  the  state,  less  net  reinsurance  premiums 
paid  to  companies  authorized  to  do  business  in  this  state  and  for 
return  premiums  on  risks  cancelled  other  than  reinsurance  risks. 

Also  a  state  corporation  tax  of  two  cents  upon  each  $1,000  of 
capital  stock. 

Publication. — Abstracts  of  annual  statements  must  be  pub¬ 
lished  at  least  four  times  in  a  Denver  newspaper  of  general  circu¬ 
lation.  A  copy  of  such  publication  must  be  filed  with  the  com¬ 
missioner  of  insurance. 


Connecticut 

Fees: 

Filing  copy  of  charter  (surety  companies  only) .  $10  00 

Filing  preliminary  statement .  10  00 

Filing  annual  statement .  10  00 

Filing  any  additional  paper  required  by  law .  25 

License  to  company,  annual .  10  00 

Agent’s  certificate  of  authority  issued  to  a 'corporation  only .  4  00 
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Foreign  Companies 


Filing  copy  of  charter .  ,$30  00 

Filing  preliminary  of  annual  statement .  20  00 

License  to  company,  annual .  50  00 

Agent’s  certificate  of  authority .  2  00 


Reciprocal  provisions  for  fees,  for  valuing  life  insurance  poli¬ 
cies  and  for  taxes. 

Taxes. —  Two  per  cent,  gross  premiums,  from  foreign  com¬ 
panies  (of  other  countries). 


Delaware 

Fees: 

Filing  certified  copy  of  c’harter .  $10  00 

Filing  annual  statement  thereafter .  10  00 

Publication  of  abstract  of  annual  statement  (estimated) .  5  00 

Certificate  of  authority  to  company .  27  00 

Agent’s  certificate  of  authority .  . . .  2  00 

State  license  . . .  6  50 


Certificate  of  authority  and  state  license  are  transferable. 

Three  dollars  for  seal. 

Taxes. —  On  fire  and  miscellaneous  insurance  companies  IV2 
per  cent,  of  gross  premiums,  which  is  defined  by  statute  as  follows : 
Where  the  words  “  gross  premiums  ”  are  used  in  reference  to  pre¬ 
miums  received  by  fire  insurance  companies  on  policies  covering 
risks  located  within  the  state  of  Delaware  the  same  shall  be 
taken  and  held  to  mean  all  moneys  collected  as  premiums  on  such 
policies,  less  return  premiums  paid  therefrom  by  reason  of  can¬ 
cellation  of  policies  and  less  reinsurance  premiums  received  from 
companies  authorized  to  do  business  in  this  state  and  which  pay 
to  the  state  taxes  on  the  original  premiums. 

Payable  to  the  insurance  commissioner.  In  addition  there 
must  be  paid  to  the  state  treasurer  a  franchise  tax  of  %  of  1  per 
cent,  on  such  premiums. 

On  life  insurance  companies  2  per  cent,  of  gross  premiums. 
Retaliatory  provisions  for  greater  charges  by  other  states. 

Fraternal  Beneficiary  Associations  --  -  -  •  • 


Fees: 

Filing  statement  and  copy  of  charter  with  application .  $10  00 

Filing  annual  statement  thereafter .  10  00 

Publication  charges  .  5  00 
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Publication Abstracts  of  annual  statements  are  made  by  the 
insurance  commissioner  in  three  newspapers  for  three  issues. 
The  commissioner  pays  the  bill  from  moneys  assessed. 

District  of  Columbia 

Fees: 

Filing  certified  copy  of  charter  or  articles  of  incorporation  and  ap¬ 


pointment  of  attorney,  including  annual  license .  $10  00 

Policy-writing  agent’s  annual  license .  50  00 

Broker’s  annual  license .  50  00 

Ordinary  solicitor’s  annual  license,  individual .  5  00 

Industrial  solicitor’s  annual  license .  2  00 

Fraternal  beneficial  association’s  annual  license .  5  00 


Taxes. —  Fire  companies,  except  mutual  fire,  IV2  per  cent,  of 
gross  premiums  received  in  the  district,  less  return  and  reinsur¬ 
ance  premiums. 

Health,  accident  and  life  companies  or  associations  must  pay  a 
tax  of  1  per  cent,  on  the  total  amount  collected  from  policy  or 
certificate  holders. 

Publication. — Annual  statements  must  be  published  by  the 
company  once  in  one  paper  in  March  of  each  year. 

Hot  required  of  fraternal  beneficial  associations. 


Florida 

For  filing  charter  or  articles  of  incorporation  $2  upon  each 
$1,000  of  capital  stock.  The  tax,  however,  not  to  exceed  $250  in 
any  case,  to  be  paid  only  once  when  the  company  enters  state. 
The  secretary  of  state  is  entitled  to  a  fee  of  $5  in  this  connection. 


Fees: 

Filing  annual  statement .  $10  00 

Annual  state  license  .  200  00 

Annual  license  for  plate  glass  insurance  companies .  50  00 

Agent’s  license,  each  member  of  firm .  5  00 

Counties,  cities  and  towns  may  require  a  license  fee  for  agents  not 

to  exceed .  2  50 

License  for  traveling  agent  or  solicitor .  25  00 

License  for  each  adjuster .  10  00 

License  for  each  rate  agent .  25  00 
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Counties,  cities  and  towns  may  require  a  license  fee  for  travel¬ 
ing  agents  or  solicitors  of  $5  for  each  county  in  which  business  is 
done. 

Taxes. — Two  per  cent,  of  gross  premiums  received  in  the  state. 
Sick  and  Funeral  Benefit  Insurance  Companies 


Annual  state  license .  $100  00 

Local  agent’s  license .  5  00 

Traveling  agent’s  license .  25  00 

For  filing  annual  statement .  5  00 


Fraternal  beneficiary  associations  pay  no  fees. 

State  licenses  are  renewable  October  1.  If  issued  after  April  1, 
half  the  above  fee  is  charged. 

Publication. —  The  state  treasurer  shall  annually  in  the  month 
of  February  publish  in  some  newspaper  published  at  the  capital 
a  list  of  all  insurance  companies,  associations,  firms  or  individ¬ 
uals  authorized  to  do  business  in  this  state,  showing  in  tabular 
form  the  assets,  liabilities,  and  other  essential  data  and  informa¬ 
tion  regarding  the  statements  made  and  accepted. 


Georgia 

Fees: 

Fire  insurance  companies  in  lieu  of  all  other  fees .  $200  00 

Filing  annual  statement,  all  other  companies .  20  00 

Filing  copy  of  charter  or  certificate  of  no  change  in  charter  since 

last  filing . .  20  00 

Agent’s  license  (one  to  a  firm) .  3  00 

Beneficiary  order’s  license  (no  other  fees  or  taxes) .  40  00 

State  agents,  assessment  companies .  25  00 


Taxes. —  One  per  cent,  of  gross  premiums  received  on  all  direct 
business  in  the  state.  (Fire  and  marine  companies  deduct  return 


premiums.) 

Local  agent’s  occupation  tax  (fire  and  life  companies) .  $10  00 

State  agent’s  occupation  tax  (life  and  fire  companies) .  50  00 


Publication. —  The  semi-annual  statements  made  to  the  gov¬ 
ernor  are  required  to  be  made  one  time  in  a  paper  of  general 
circulation  in  this  state,  the  companies  bearing  the  expense  and 
making  the  selection  of  the  paper  in  which  the  publication  is  to 
be  made. 
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Hawaii 

Fees: 

Filing  copy  of  articles  of  incorporation .  $25  00 

Filing  annual  statement .  10  00 

Filing  annual  statement  of  business  in  the  territory .  10  00 

tiling  power  of  attorney .  1  00 

Stamp  duty  for  same .  1  00 

Filing  any  other  paper .  1  00 

Certificate  of  authority .  10  00 

Certificate  of  authority  stamp  duty .  50 

Agent’s  license .  2  00 

Agent’s  stamp  duty .  .  60 


Copy  of  records,  25  cents  per  folio  and  $1  for  seal. 

Taxes:  Fire  and  Marine. —  A  tax  of  2  per  cent,  on  t.he  gross 
premiums  received,  less  (1)  return  premiums,  (2)  reinsurance 
in  authorized  companies,  when  such  reinsurance  is  placed  through 
or  with  local  agents. 

Life. — A  tax  of  2  per  cent,  on  gross  premiums  received,  less 
(1)  return  premiums,  (2)  reinsurance  in  authorized  companies, 
when  such  reinsurance  is  placed  through  or  with  local  agents,  (3) 
actual  operating  and  business  expenses. 

Accident ,  etc. — A  tax  of  2  per  cent,  on  the  gross  premiums 
received,  less  (1)  return  premiums,  (2)  reinsurance  in  authorized 
companies,  when  such  insurance  is  placed  with  or  through  local 
agents. 

Idaho 

Corporation  Law. —  Each  accident,  health,  life,  fire,  marine, 
inland,  casualty  or  fidelity  company,  upon  application  for  entry 
to  this  state,  must  furnish  the  county  recorder  of  the  county  in 
which  is  designated  their  principal  place  of  business  in  this 
state,  two  copies  of  their  articles  of  incorporation  and  two  copies 
of  designation  of  agent,  one  copy  of  each  being  filed  in  his  office, 
and  certifying  the  other  to  the  secretary  of  state,  and  each  com¬ 
pany  must  pay  the  usual  fee  to  the  above  department  for  filing 
such  papers. 

The  publication  of  annual  statement  is  exacted  from  life  insur¬ 
ance  companies  only.  The  statute  provide  that  every  company, 
corporation,  association,  or  society  transacting  business  of  life  in¬ 
surance  within  the  state  of  Idaho  shall  publish  or  cause  to  be  pub- 
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lished  as  soon  as  possible  after  the  1st  day  of  January,  and  prior 
to  the  1st  day  of  April  in  some  paper  published  in  the  state  capi¬ 
tal,  a  statement  showing  the  exact  condition  of  their  affairs  on  the 
last  day  of  the  month  of  December  preceding.  Only  one  insertion 
is  required  and  in  but  one  paper.  For  the  accommodation  of  the 
life  insurance  companies  the  department  has  made  it  a  practice  to 
attend  to  the  necessary  publication  of  their  annual  statement  on  a 
blank  form  prepared  for  this  purpose.  There  is  no  objection, 
however,  to  companies  taking  care  of  the  matter  of  publishing 
themselves  if  they  so  desire.  Cost  is  $10. 

State  Deposits  Required  of  Surety  C  ompanies. —  Idaho  statutes 
provide  for  a  deposit  with  the  state  treasurer  of  $25,000  in 
money,  bonds  or  other  securities,  to  be  approved  by  the  insurance 
commissioner.  Such  deposits  shall  be  for  the  benefit  of  the 
holders  of  obligations  of  a  surety  company,  to  remain  in  the  state 
treasury  in  trust  to  answer  any  default  of  said  companies  as  surety 
upon  any  such  obligations.  The  companies,  however,  have  at  all 
times  the  right  to  collect  the  interest,  dividends  and  benefits  upon 
all  such  securities. 


Fees  and  Requirements 

Life,  fire  and  miscellaneous  companies  upon  entry  must  file  with 
insurance  department: 

1.  Financial  statement  under  oath  of  proper  officers. 

2.  Three  certified  copies  of  charter  or  articles  of  incorporation;  one  for 
insurance  department  and  the  two  additional  copies  for  secretary  »f  state 
and  county  recorder,  in  compliance  with  the  Corporation  Laws. 

3.  Three  copies  of  power  of  attorney  or  legal  agent  for  service  of  process, 
executed  in  favor  of  “  Insurance  Commissioner  or  his  successor  in  office  ”  as 
required  by  law. 

4.  Certificate  from  insurance  commissioner  of  company’s  home  state  show¬ 
ing  that  company  is  authorized  in  said  state. 

5.  Certified  copy  of  by-laws  and  all  amendments  thereto. 

6.  Certified  copy  last  examination  of  company. 

7.  Certificate  of  deposit  (American  fire  insurance  companies  excepted) 
showing  not  less  than  $100,000  of  proper  securities  on  deposit  in  home  state 
or  some  state  of  the  United  States  for  the  protection  of  all  policyholders. 
(See  sections  14  and  25,  Insurance  Law.) 

8.  Life  and  health  and  accident  companies  must  submit  all  forms  of 
policies  issued  for  approval  of  this  department;  also  rate  book  or  manual. 
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Fees  Upon  Entry 

*  Secretary  of  State's  Fees: 

For  companies  without  capital  stock  (mutual) .  $5  00 

For  authorized  capital  stoek  not  over  $100,000 .  40  00 

For  authorized  capital  stock  over  $100,000  and  not  over  $500,000.  60  00 

For  authorized  capital  stock  over  $500,000  and  not  over  $1,000,000.  100  00 

For  authorized  capital  stock  over  $1,000,000 .  150  00 

Filing  power  of  attorney  or  legal  agent . 2  00 

Certificate  of  qualification .  3  00 

County  Recorder's  Fees: 

For  recording  and  certifying  articles  of  incorporation,  per  folio...  20 

Filing  articles .  50 

Filing  power  of  attorney  or  legal  agent .  60 

Insurance  Commissioner  s  Fees : 

State  license  .  50  00 

Filing  financial  statement .  50  00 

Filing  charter  or  articles .  10  00 

Filing  power  of  attorney  or  legal  agent .  2  00 

Filing  statement  in  redeposit  (fire  only) .  10  00 

Annual  Fees 

Insurance  C ommissioner  s : 

State  license  .  50  00 

Filing  annual  statement .  50  00 

Publication  annual  statement  (life  only) .  10  00 

For  each  life  agent’s  certificate .  5  00 

For  each  fire  agent’s  certificate .  3  00 

For  each  miscellaneous  certificate .  3  00 

Taxes. —  Two  per  cent,  tax  upon  gross  premiums  less  return 
premiums  fire  companies. 

Two  per  cemt.  upon  gross  premiums  life  and  casualty  com¬ 
panies. 

Live  stock  companies,  assessment  life  and  casualty  companies 
and  foreign  mutual  fire  companies  pay  same  fees  as  above  to  all 
offices. 

*  No  stock  insurance  company  admitted  with  less  capitalization  than 
$100,000,  and  fire  companies  must  have  $200,000. 
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Miscellaneous  Fees 

For  each  copy  of  agent’s  certificate .  $2  00 

For  copy  of  any  paper  filed  in  this  office  per  folio .  20 

For  affixing  official  seal  and  certifying  any  paper .  1  00 

For  receiving  and  forwarding  copy  of  summons  or  other  process 

served  upon  commissioner  as  attorney  for  company .  2  00 


License  year  begins  April  1st.  Agents’  licenses  are  transferable 
for  nnexpired  portion  of  insurance  year  without  cost. 

Fraternal  Beneficiary  Associations 

Fraternal  beneficiary  associations  upon  entry  must  file  with  the 
insurance  department : 

1.  Certified  copy  of  charter  and  articles  of  association. 

2.  Copy  of  power  of  attorney  or  legal  agent  for  the  service  of  process, 
executed  in  favor  of  “  Insurance  Commissioner  or  his  successor  in  office,”  as 
required  by  law. 

3.  Financial  statement  under  oath  by  duly  authorized  officers  of  association. 

4.  Certified  copy  of  by-laws  and  all  amendments. 

5.  Certificate  from  insurance  commissioner  of  home  state,  showing  that  asso¬ 
ciation  is  authorized  in  said  state. 

6.  Copies  all  benefit  certificates  or  policies  issued. 

7.  Certified  copy  of  last  examination  of  society. 

Fees  Upon  Entry 


Filing  financial  statement .  $25  00 

Filing  charter  or  articles  of  association .  10  00 

Filing  power  of  attorney  or  legal  agent .  2  00 

Annual  permit  .  5  00 


Annual  Fees 


Filing  annual  statement .  25  00 

Annual  permit  .  5  00 


The  payment  of  entry  fees  entitles  society,  if  permitted  to  enter, 
to  transact  business  for  the  insurance  year  without  further  fees. 

c / 


Fees:  Illinois 

Filing  the  declaration  or  certified  copy  of  charter .  $30  00 

Filing  annual  statements  except  fraternal  societies .  10  00 

Filing  annual  statements,  fraternal  societies .  5  00 

Agent’s  license  (one  to  a  firm) .  2  00 

Publishing  annual  statement : 

Life  companies  .  105  00 

Fire,  marine  and  casualty  companies .  80  00 

Issuing  licenses  to  fraternal  societies .  10  00 
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The  department  does  not  issue  annual  licenses  or  certificates  of 
authority  to  insurance  companies.  The  license  which  is  issued 
when  company  is  admitted  to  state  continues  its  authority  to  do 
business  in  the  state  until  company  fails  to  comply  or  the  license 
is  revoked. 

Taxes . —  The  net  receipts  of  all  companies  are  taxed  locally  as 
personal  property.  An  additional  2  per  cent,  of  gross  receipts  of 
fire  and  marine  companies  may  be  levied  by  cities  having  fire 
departments. 

Retaliatory  provisions  for  other  taxes. 

Publication. — Annual  statement  of  fire,  marine,  fidelity,  surety 
and  casualty  insurance  companies  must  be  published  in  two  news¬ 
papers,  one  in  Springfield  and  the  other  in  Chicago,  for  fifteen 
days,  charge  $80. 

Life  insurance  companies  are  required  to  publish  annual  states 
ment  in  two  newspapers,  one  in  Springfield  and  the  other  in 
Chicago,  for  one  month,  charge  for  same  $105. 

Publications  attended  to  by  this  department. 

Fees 

§  27.  There  shall  be  paid  by  every  company,  association,  person 
or  persons,  or  agent,  to  whom  this  act  shall  apply,  the  following 
fees :  For  filing  the  declaration  or  the  certified  copy  of  a  charter 
herein  required,  the  sum  of  thirty  dollars ;  for  filing  the  annual 
statement  required,  ten  dollars ;  for  each  certificate  of  authority  to 
agents  of  companies  or  associations  not  incorporated  under  the 
laws  of  this  state,  two  dollars ;  for  each  certificate  of  authority  to 
agents  of  companies  incorporated  under  the  laws  of  this  state, 
fifty  cents. 

Fire  Marshal  Tax. —  One-fourth  of  one  per  cent,  of  gross  pre¬ 
mium  receipts. 

Fees:  Indiana 


Filing  and  examining  annual  statement .  $25  00 

Certificate  of  authority .  5  00 

Agent’s  license  (individual  or  firm) .  3  00 

Two  copies  of  statement  for  publication .  2  00 


Taxes. —  Three  per  cent,  of  gross  premiums  received  in  the 
state  less  losses  paid  in  the  state,  and  return  premiums  on  can- 
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celled  policies.  Abstracts  of  annual  statements  published  twice  in 
two  newspapers.  Attended  to  by  the  department. 

Assessment  Life  and  Casualty  Companies 


Fees: 

On  admission  . $45  00 

Filing  annual  statement...'. .  25  00 

Agent’s  license  .  1  00 

Publication : 

All  companies,  per  year .  48  00 


Iowa 

Fees: 


Filing  copy  of  charter  or  articles  of  incorporation .  $25  00 

Filing  annual  statement .  20  00 

Certificate  of  authority  renewed  annually .  2  00 

Agent’s  license  (one  to  each  member  of  a  firm) .  2  00 

Two  certificates  of  authority  for  publication  (fire  and  casualty 

companies^  .  4  00 

One  certificate  of  authority  for  publication  (assessment  associa¬ 
tions) .  2  00 

•Filing  statement  and  issuing  certificate  of  authority,  fraternal 

societies  (no  other  fees) .  25  00 


Taxes . —  Two  and  one-half  per  cent,  of  the  gross  amount  of  pre¬ 
miums  received  for  business  done  in  the  state,  including  all  insur¬ 
ance  upon  property  situated  therein,  less  the  amount  of  premiums 
returned  upon  cancelled  policies  issued  upon  property  situated  in 
the  state.  (Fire  companies  only.) 

Two  and  one-half  per  cent,  of  gross  premiums  received  in  the 
state.  (Life,  fidelity  and  casualty  companies  only,  without  de¬ 
duction.) 

Publication. — Abstracts  of  annual  statements  of  fire,  fidelity 
and  casualty  companies  are  required  to  be  published  by  the  auditor 
of  state  once  in  two  newspapers.  Fee  fixed  by  law  at  $6  for  each 
publication. 

Certificates  of  authority  to  assessment  associations  are  required 
to  be  published  once  a  week  for  four  weeks  in  some  newspaper  of 
general  circulation.  Fee  not  fixed,  but  the  usual  charge  is  $12. 

Retaliatory  provisions  for  greater  charges  by  other  states. 
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Kansas 

Fees  on  Application  for  A  dmission: 

Fraternal  beneficiary  societies  .  $25  00 

Assessment  life  and  accident  insurance  companies .  115  00 

Annual  Fees: 

All  other  insurance  companies  .  156  00 

Annual  license,  annual  statement  and  certificate  of  authority  for 

assessment  life  and  accident  companies .  115  00 

On  Filing  Annual  Statement : 

Fraternal  beneficiary  societies .  20  00 

All  other  insurance  companies .  60  00 

Agent’s  license  (one  to  each  member  of  firm) .  2  00 

School  fund  fee  to  fire,  life  and  miscellaneous  insurance  companies.  50  00 


Taxes. —  Two  per  cent.r  of  gross  premiums  collected  in  the 
state. 

Companies  of  other  countries,  4  per  cent,  of  gross  premiums 
collected  in  the  state.  Allowance  is  made  for  return  premiums 
on  cancelled  policies. 

Fire  companies  pay  in  addition,  2  per  cent,  of  gross  premiums 
collected  in  cities  having  fire  apparatus  worth  $1,000. 

Retaliatory  provisions  for  other  or  greater  charges  by  other 
states. 


Kentucky 

Fees: 

Filing  copy  of  charter  or  articles  of  incorporation .  $30  00 

Filling  annual  statement .  25  00 

Agent’s  license  (life),  each  member  of  firm .  5  00 

Agent’s  license  (fire),. each  member  of  firm .  2  00 

Agent’s  license  (all  other  companies),  each  member  of  firm .  3  00 

Seal  of  office  with  certificate .  1  00 


Copy  of  records,  20  cents  per  folio. 

Valuing  life  insurance  policies,  one  cent  on  each  $1,000  of 
insurance. 

Taxes. —  Insurance  companies  of  other  states  and  foreign  coun¬ 
tries,  2  per  cent,  of  gross  premiums  received  in  the  state.  (Fire 
and  miscellaneous  companies  deduct  return  premiums  and  rein¬ 
surance  in  authorized  companies.) 
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Fire  insurance  companies  also  pay  one-third  of  one  per  cent, 
on  their  gross  premium  receipts  to  defray  the  expenses 
of  the  fire  marshal's  department.  This  tax  to  be  collected  by 
the  insurance  commissioner  as  other  taxes  on  insurance  companies 
are  collected. 

Fire  insurance  companies,  by  an  act  approved  March  4,  1912, 
henceforth  will  have  to  pay  annually  into  the  department  for 
the  support  and  maintenance  of  state  insurance  board  twenty- 
five  thousand  dollars,  less  any  unused  balance  of  the  year  before, 
each  company  to  pay  such  proportion  of  the  amount  as  the  gross 
premiums  collected  by  the  company  during  the  preceding  year 
from  persons  or  upon  property  located  in  Kentucky  hears  to  the 
aggregate  amount  of  gross  premiums  so  collected  by  all  insurance 
companies  transacting  business  in  Kentucky;  provided  that  in 
computing  such  gross  premium  receipts  there  shall  be  deducted 
therefrom  the  amount  paid  out  for  reinsurance  and  for  return 
premiums  on  cancelled  policies.  Purely  mutual  profit-sharing  and 
co-operative  companies  and  associations  are  exempt  from  this 
charge. 

Retaliatory  provisions  for  other  or  greater  charges  by  other 
States. 

Louisiana 

Fees. — But  one  state  license  is  required.  It  is  based  on  the 
gross  premiums  received  in  the  state.  (Fire  insurance  companies 
deducting  return  premiums  and  reinsurance  in  authorized  com¬ 
panies.)  For  companies  entering  the  state  between  January  and 
July  license  is  computed  on  the  business  done  during  the  first 
two  months,  multiplied  by  six.  Companies  entering  the  state 
after  July  pay  half-yearly  license.  Every  municipal  corporation, 
where  an  agent  is  domiciled,  may  collect  the  same  license  as  the 
state;  the  city  of  Kew  Orleans  is  the  only  one  demanding  it. 

The  following  table  shows  the  graded,  licenses  of  fire  and  marine 
companies : 


$10,000  or  less  .  $150  00 

$15,000  and  less  than  $20,000 .  225  00 

$20,000  and  less  than  $30,000 .  300  00 

For  each  additional  $10,000  or  part,  until  the  receipts  amount  to 
$300,000  .  150  00 
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Life  insurance  companies,  $30,000 .  120  00 

For  each  additional  $10,000,  or  part,  until  receipts  amount  to 

$1,500,000  . : .  60  00 

Certificate  of  authority .  10  00 

Agent’s  license  (one  to  a  firm) .  2  00 

Filing  annual  statement .  15  00 

Seal  of  office  with  certificate .  1  00 


Copying  or  recording,  25  cents  per  hundred  words. 

Benevolent  or  Fraternal  Associations 

Benevolent  or  fraternal  societies  or  associations,  employing 
solicitors  or  agents,  pay  for  licenses  as  follows: 


When  gross  annual  receipts  amount  to  $50,000  or  more .  $375  00 

$40,000  and  less  than  $50,000 .  300  00 

$30,000  and  less  than  $40,000 .  225  00 

$20,000  or  less .  150  00 


Publication. — Abstract  of  annual  statement  of  fire  companies, 
showing  Louisiana  business,  must  be  published  for  thirty  days 
in  two  newspapers.  The  company  makes  its  own  publications  and 
selects  the  newspapers  for  publication. 

Fire  Marshal  Tax. —  Two-fifths  of  1  per  cent,  of  gross  premium 
of  fire  insurance  companies  to  defray  fire  marshal’s  expenses. 


Maine 

Fees: 

Certificate  of  authority  on  admission,  renewable  July  1st  (renewal 


not  required  of  fraternal  associations) .  $20  00 

Agent’s  license,  renewable  July  1st  (firms  $2  for  each  member)  . .  2  00 


Taxes. —  One  and  one-half  per  cent,  of  gross  premiums  received 
in  the  state  less  return  premiums,  premiums  on  reinsurance  in 
authorized  companies  and  premiums  on  farm  property. 

Fraternal  associations  pay  no  taxes. 

Retaliatory  provisions  for  other  or  greater  charges  by  other 
states. 

Publication. —  All  companies  except  life  and  assessment  and 
fraternal  associations  are  required  to  publish  abstracts  of  annual 
statements  once  a  week  for  three  weeks  in  each  county  in  which 
there  is  an  agency.  Ko  charge  fixed. 
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Maryland 

Fees: 

Certificate  of  authority,  life  companies .  $300  00 

Certificate  of  authority,  fire  and  marine  companies .  25  00 

Certificate  of  authority,  casualty  and  surety  companies  of  foreign 

countries  (not  required  of  similar  United  States  companies)...  100  00 

Certificate  of  authority,  fraternal  beneficiary  associations .  25  00 

Filing  charter  or  articles  of  incorporation .  25  00 

Filing  statement  .  25  00 

General  agent’s  license  (any  company) .  10  00 

Sub-agent’s  license,  fire  and  marine  companies  (one  to  a  firm)  ....  10  00 

Sub-agent’s  license,  life  and  casualty  companies  (one  to  a  firm)  .  .  2  00 

Abstracts  for  publication  (two  in  Baltimore  and  one  in  each 

county  where  company  wTas  represented  in  preceding  year),  each.  2  00 


Taxes. —  Fire  and  marine  companies,  two  per  cent,  of  gross 
premiums  received  in  the  state,  or  on  Maryland  risks,  less  return 
premiums  and  reinsurance  in  authorized  companies. 

Life  and  casualty  companies,  one  and  one-half  per  cent,  of  all 
premiums  contracted  to  he  paid  or  actually  collected,  received, 
allowed  or  secured  in  the  state,  or  from  residents  thereof. 

Fraternal  beneficiary  associations  are  not  taxed  on  premium 
receipts. 

Publication. — Abstracts  of  annual  statements  are  published  by 
the  department  once  a  week  for  three  consecutive  weeks  in  a  daily 
newspaper  published  in  the  city  of  Baltimore.  The  companies 
must  in  addition  publish  said  abstract  in  another  paper  three  times. 
Every  company  doing  business  in  any  of  the  counties  of  the  state 
is  also  required  to  publish  an  abstract  of  its  annual  statement  in 
at  least  one  newspaper  in  each  county  in  which  it  transacted  busi¬ 
ness  in  the  preceding  year. 

Unauthorized  Insurance. —  Holders  of  policies  in  unlicensed 
companies  are  required  to  file  with  the  commissioner  a  statement 
describing  the  policies,  and  to  pay  thereon  a  tax  of  5  per  cent,  of 
the  premiums,  also  $1  on  each  policy  for  making  record.  Persons 
who  file  an  affidavit  setting  forth  that  they  are  unable  to  obtain 
insurance  in  licensed  companies  are  required  to  puy  only  the  fee 
for  recording,  and  are  exempt  from  the  premium  tax. 
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Massachusetts 

Fees : 

Filing  copy  of  charter .  $30  00 

Filing  statement  on  admission .  20  00 

Filing  annual  statement  .  20  00 

Agent’s  license,  renewable  July  1st  in  each  year,  one  to  a  firm  (not 

required  of  assessment  and  fraternal  companies) .  2  00 


License  to  company  expires  June  30th.  Xo  fee  for  renewal  of 
same  except  retaliatory. 

Xo  fee  for  valuing  life  policies  of  foreign  companies  except 
under  retaliatory  provision. 

Fraternal  orders,  after  January  1 ,  1912,  are  to  pay  $20  for 
certificate  of  authority  and  for  each  renewal. 

Retaliatory  provisions  for  other  or  greater  charges  by  other 
states. 

Taxes. — (The  collection  of  taxes  is  by  tax  commissioner  and  not 
insurance  department.) 

Life  companies,  one-fourth  of  1  per  cent,  on  net  value  of  Massar 
chusetts  policies ;  also  retaliatory  premium  tax. 

Fire  and  marine  companies,  two  per  cent,  of  premiums  less- 
reinsurance  if  effected  through  a  Massachusetts  licensed  agent  in 
authorized  companies,  returned  premiums  and  unused  balances  on 
notes  taken  for  premiums  on  open  policies. 

All  other  companies,  two  per  cent,  of  premiums  with  deductions 
as  above. 

Assessment  and  fraternal  companies  are  not  taxed. 

Michigan 

Fees. —  Retaliatory  provisions  govern  all  fees. 

Taxes. —  Fire  and  marine  companies,  3  per  cent,  of  gross  pre¬ 
miums  received  in  the  state,  less  return  premiums  and  reinsur¬ 
ance  premiums  received  when  the  tax  has  been  paid  on  the  origi¬ 
nal  premium. 

All  other  companies,  2  per  cent,  of  gross  premiums  received  in 
the  state. 

Assessment  associations  pay  no  taxes. 

Publication. —  Statement  of  fire  companies  required  to  be  pub¬ 
lished  on  admission  onlv. 

i/ 
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Minnesota 

Fees: 

Filing  copy  of  charter  or  articles  of  incorporation .  $30  00 

Filing  annual  statement .  20  00 

Certificate  of  authority .  2  00 

Renewal  certificate  of  authority .  2  00 

Agent’s  license  (one  to  each  member  of  a  firm) .  2  00 

Renewal  of  agent’s  license .  2  00 


Valuing  life  policies,  one  cent  for  each  $1,000  valued,  except  in  case 


of*,  assessment  policies  valued  as  yearly  renewable  term,  when 
charge  shall  be  $10  per  day. 

Three  abstracts  of  annual  statement  for  publication .  10  00 

License  to  place  insurance  with  unauthorized  companies .  10  00 

Broker’s  license .  10  00 

Accepting  valuations  of  policies  of  other  states .  50  00 

Filing  certified  copy  amendment  to  articles  of  incorporation .  10  00 

For  each  certificate  including  certified  copy  of  certificate  of  au¬ 
thority,  renewal,  valuation  of  life  policy,  corporate  condition  or 

qualification  .  1  00 

For  receiving  and  forwarding  a  copy  of  summons  or  other  process 
served  upon  commissioner  of  insurance,  as  attorney  for  any  in¬ 
surance  company  .  2  00 

Copy  of  records,  20  cents  per  folio  and  $1  for  certifying  same. 


(Provided,  that,  when  by  the  laws  of  any  other  state  or  nation  any  fines, 
penalties,  license  or  fees  additional  to,  or  in  excess  of  those  imposed  by  this 
state  upon  foreign  insurance  companies  and  their  agents,  are  imposed  upon 
insurance  companies  of  this  state  or  their  agents,  doing  business  in  such 
state,  the  same  fines,  penalties,  licenses,  and  fees  shall  be  imposed  upon  all 
insurance  companies  of  such  state  and  their  agents  doing  business  in  this 
state,  so  long  as  such  laws  remain  in  force.) 

Taxes . — Two  per  cent,  of  the  “  gross  ”  premiums  less  return 
premiums  “  on  all  direct  business  ”  received  by  any  foreign  or  do¬ 
mestic  company,  except  town  and  farmers’  mutual  insurance  com¬ 
panies,  in  this  state,  or  by  its  agents  for  it,  in  cash  or  otherwise, 
during  the  preceding  calendar  year.  In  the  case  of  every  domes¬ 
tic  company  such  sums  shall  be  in  lieu  of  all  other  taxes  except 
those  upon  real  property  owned  by  it  in  this  state.  In  the  case 
of  every  foreign  company  such  sums  shall  be  in  lieu  of  all  other 
taxes,  except  those  upon  real  and  personal  property  owned  by  it 
in  this  state. 

In  addition  every  foreign  fire  company  doing  business  in  any 
city  wherein  a  salvage  corps  has  been  established  pursuant  to  law 
for  which  such  'company  or  its  agents  for  it  are  not  otherwise  sub- 
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ject  to  taxation,  shall  at  the  same  time  pay  to  the  treasurer  of  the 
duly  authorized  board  of  underwriters  therein  a  tax  equal  to  2 
per  cent,  of  the  gross  amount  of  premiums  received  by  it,  or  for 
it,  in  such  city. 

The  above  mentioned  taxes  shall  not  apply  to  any  corporation, 
association,  or  society  engaged  in  the  business  of  life  insurance 
upon  the  co-operative  or  assessment  plan,  or  to  any  such  corpora¬ 
tion,  society  or  association,  engaged  in  the  business  of  casualty 
insurance  upon  the  co-operative  or  assessment  plan. 

One-fourth  of  1  per  cent,  of  net  premiums  of  fire  insurance 
companies  for  fire  marshal. 

Publication. —  When  the  statement  of  an  insurance  company 
has  been  approved  by  the  commissioner,  a  summary  of  such  state¬ 
ment,  prepared  by  the  commissioner,  together  with  his  certificate 
of  approval,  shall  be  published,  and  proof  of  publication  filed  with 
him  before  Way  1st  following,  in  default  whereof  he  shall  have 
such  publication  and  proof  made  at  the  expense  of  the  company. 
The  publication  shall  be  made  in  the  place  of  the  company’s  home 
office,  if  within  the  state,  otherwise  in  each  of  the  three  most 
populous  counties  of  the  state,  and  in  all  cases  at  least  three 
times,  and  in  a  daily  newspaper,  conforming  to  the  requirements 
of  section  5515,  Revised  Laws,  1905,  which  will  accept  and  pub¬ 
lish  such  advertisement,  at  the  rates  prescribed  by  law  for  legal 
publications,  if  there  be  one,  but  if  not,  then  in  a  weekly  news¬ 
paper  having  a  general  circulation  in  the  county  of  its  publica¬ 
tion.  Such  newspaper  shall  be  entitled  to  charge  and  receive  for 
such  publication  not  to  exceed  the  rate  prescribed  by  law  for  legal 
publications. 

Fraternal  Orders 

Fees: 

Certificate  of  authority  or  renewal .  $10  00 

(Xo  charge  for  filing  copy  of  charter  or  articles  of  incorporation,  or  any 
amendment  thereto.  Statement  required  to  be  filed,  but  no  abstract  thereof 
to  be  published.) 


Mississippi 

Fees: 

Filing  charter  or  articles  of  incorporation  (fraternal  orders  only) .  $25  00 

Filing  preliminary  statement  .  20  00 

Filing  annual  statement  .  10  00 
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Filing  any  other  paper  required  by  law .  $1  00 

For  each  license  issued  to  a  life  or  fire  insurance  company  or 
association,  or  to  any  company  or  association  of  companies  oper¬ 
ating  a  separate  or  distinct  plant  or  agency  in  the  state,  or  for 
each  license  issued  to  an  accident,  marine,  surety,  plate  glass, 


or  any  other  insurance  company  or  association .  100  00 

Privilege  license  fraternal  orders . 25  00 

Privilege  license  all  other  companies .  100  00 

Certificate  of  authority,  general  agents .  3  00 

Certificate  of  authority,  agent’s .  2  00 

Certificate  of  compliance  .  2  00 

Designation  of  commissioner  for  service  of  process .  1  00 

Service  on  commissioner  .  2  00 

Examination,  in  addition  to  expenses  incurred  per  diem .  25  00 

Copy  annual  statement  .  5  00 

Publication  of  annual  statement .  9  00 

Abstract  of  annual  statement  for  filing  with  chancery  clerk .  2  00 


Copy  of  records,  10  cents  per  100  words. 

Taxes. —  Life  companies,  21/4  per  cent,  of  gross  premium  re¬ 
ceipts  in  the  state  less  death  claims,  matured  endowments,  and 
cash  dividends  paid  under  policy  contracts  in  the  state  during  the 
year. 

All  other  companies,  2 y2  per  cent,  of  gross  earnings  less  return 
premiums. 

Fire  companies  pay  one-fifth  of  1  per  cent,  for  fire  marshal  tax. 

Fraternal  orders  pay  no  premium  taxes. 


Missouri 

Fees  on  Admission: 

Assessment  life  and  accident  companies .  $50  00 

Stipulated  premium  companies  .  25  00 

Fraternal  beneficiary  associations .  5  00 

All  other  companies  (including  certificate) .  61  00 

Annual  Fees: 

Filing  annual  statement  (United  States  fire  and  marine  companies)  30  00 

Regular  life  and  miscellaneous  companies .  30  00 

Filing  other  papers  .  16  00 


Filing  annual  statement  and  issuing  certificate  of  authority,  stipu¬ 
lated  premium  companies  .  25  00 

Filing  annual  statement  and  issuing  certificate  of  authority  to 

assessment  life  and  accident  companies .  50  00 
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Filing  annual  statement  and  issuing  certificate  of  authority  to 

fraternal  beneficiary  associations  .  $5  00 

Certificate  of  authority,  fire,  regular  life  and  miscellaneous  stock 

companies,  annually  .  1  00 

Certificate  of  authority,  all  other  companies,  annually .  1  00 

Agent’s  license,  stipulated  premium  companies .  1  00 

Agent’s  license,  all  other  companies  and  associations .  2  00 

Agent’s  license,  unauthorized  companies .  10  00 

Broker’s  license  .  10  00 


Reciprocal  provisions  govern  agents'  licenses  and  all  other  fees. 

Taxes. —  Stipulated  premium  companies  1  per  cent,  of  gross 
premiums  received  in  the  state. 

The  agent  or  agents  of  any  fire  insurance  company  doing  busi¬ 
ness  in  any  city  in  the  state  having  a  population  of  more  than 
100,000  inhabitants,  in  addition  to  the  tax  on  premiums,  shall 
pay  to  the  collector  of  said  city  (if  said  city  shall  so  declare  by 
ordinance)  on  or  before  the  first  day  of  February  of  each  year  not 
more  than  $100  for  the  use  of  said  city,  which  shall  be  considered 
in  full  for  and  in  lieu  of  all  taxes  and  licenses  which  said  city 
may  possess  the  power  to  impose  on  said  agent. 

All  other  companies,  2  per  cent,  of  gross  premiums  received  in 
the  state  less  return  premiums  and  reinsurance  in  authorized  com¬ 
panies.  In  collecting  the  2  per  cent,  tax  of  casualty  or  fidelity 
insurance  companies,  no  credit  is  given  for  reinsurance. 

Agents  pay  5  per  cent,  of  premiums  on  “  excess  lines,”  and 
2  per  cent,  of  premiums  on  insurance  in  unauthorized  companies. 

Retaliatory  provisions  for  other  or  greater  charges  by  other 
states. 


Montana 

Fees: 

Filing  charter  and  examination  of  papers  on  admission .  $300  00 

Filing  annual  statement  .  25  00 

Agent’s  license  .  5  00 

Publishing  auditor’s  certificate  of  authority .  9  00 


A  certificate  of  authority  is  issued  to  each  company  at  the  be¬ 
ginning  of  the  year  authorizing  them  to  transact  business  during 
that  year  upon  payment  in  advance  of  $125,  which  is  2%  per  cent, 
tax  on  $5,000  in  premiums;  on  premiums  in  excess  of  $5,000  a 
tax  of  2  per  cent,  is  charged.  Companies  which  write  more  than 
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this  are  required  to  renew  the  certificate  as  they  approach  an 
excess  of  this  amount.  Fire  and  miscellaneous  insurance  com¬ 
panies  are  permitted  to  deduct  return  premiums  on  canceled  poli¬ 
cies  in  making  their  return  of  gross  premiums)  upon  which  the  tax 
is  charged. 

Publication. —  Auditor’s  certificate  of  authority  including  con¬ 
densed  statement  of  company,  only  publication  required.  Publi¬ 
cation  attended  to  by  auditor. 


Nebraska 

Fees  on  Admission: 

Fire,  life  and  miscellaneous  companies .  $50  00 

Fraternal  beneficiary  associations .  20  00 

Stipulated  premium  and  assessment  associations .  25  00 


Annual  Fees: 


Filing  annual  statement,  fraternal  orders .  10  00 

Filing  annual  statement,  all  other  corporations..... .  20  00 

Certificate  of  authority,  except  fraternals  (annual) .  2  00 

Agent’s  license  (individual) .  2  00 

Two  certificates  of  authority  for  publication .  2  00 


Taxes. —  Section  58.  Each  and  every  fire  insurance  company 
organized  under  the  laws  of  any  other  state  or  country  and  trans¬ 
acting  business  in  this  state,  shall  be  taxed  in  the  county,  town, 
city,  village  and  school  district  where  the  agent  conducts  the 
business,  upon  the  gross  amount  of  premiums  received  by  it  for 
insurance  written  upon  property  within  the  state  during  the  pre¬ 
ceding  year.  Such  gross  receipts  to  be  taken  as  an  item  of  prop¬ 
erty  of  that  value  and  to  be  assessed  and  taxed  on  the  same  per¬ 
centage  of  such  value  as  other  property.  The  agent  shall  render 
the  list  and  be  personally  liable  for  the  tax.  If  he  refuses  to 
render  the  list,  or  to  make  affidavit  that  the  same  is  correct,  the 
amount  may  be  valued  and  assessed  according  to  the  best  informa- 
tion  of  the  assessor. 

Fire  insurance  companies  are  taxed  three-quarters  of  1  per  cent, 
of  gross  premium  receipts  to  defray  expenses  of  fire  marshal. 

All  other  companies,  except  assessment  and  fraternal  beneficiary 
associations,  2  per  cent,  of  gross  premiums  received  in  the  state. 
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Fo  allowance  is  made  for  return  premiums  on  cancelled  policies, 
or  for  reinsurance. 

Publication  of  abstracts  of  statements  of  all  companies,  except 
fire  and  fraternal,  is  required.  Publication  to  be  made  once  in 
two  newspapers,  one  of  which,  is  published  in  the  state  capital ; 
the  companies  make  their  own  contracts. 

Notf. — We  are  advised  by  the  auditor  of  the  Insurance  Department  that 
in  collecting  taxes  under  section  33  of  chapter  3'89 7  (Reciprocal  Law)  credit 
is  given  for  local  taxes  paid  against  the  reciprocal  percentage  tax. 


Nevada 


Fees: 

Filing  power  of  attorney .  $5  00 

License,  casualty  and  surety  companies .  20  00 

License,  all  other  companies .  100  00 


Fraternal  associations  pay  no  fees. 

Publication. —  Copy  of  annual  statement  must  be  published  by 
the  company.  Cost,  $20. 

Fo  agent’s  license  required. 


New  Hampshire 

Fees: 

Filing  copy  of  charter  and  by-laws .  $25  00 

Filing  statement  with  application  and  each  annual  statement .  15  00 

Filing  statement  with  application  and  each  annual  statement 

(fraternal  associations)  .  5  00 

Certificate  of  authority  (renewed  annually) .  5  00 

Agent’s  license  (one  to  each  member  of  a  firm) .  2  00 

Service  of  legal  process .  2  00 

Certificate  .  1  00 


Taxes. —  Fire,  fidelity,  casualty  and  assessment  accident  insur¬ 
ance  companies,  2  per  cent,  of  gross  premiums  received  in  the  state 
less  return  premiums  and  reinsurance  in  authorized  companies,  if 
effected  by  licensed  resident  agents. 

Life  companies  2  per  cent,  upon  gross  premiums  received  upon 
business  within  the  state  during  the  year  less  payments  to  resi¬ 
dents  of  the  state  on  account  of  death  losses  paid  within  the  year. 
Provided,  however,  that  the  tax  assessed  upon  any  such  life  com¬ 
pany  shall  not  be  less  than  an  amount  equal  to  1%  per  cent,  of 
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the  gross  premiums  received  by  it  upon  business  done  within  the 
state  during  the  year. 

Retaliatory  provisions  for  other  or  greater  charges  by  other 
states. 


New  Jersey 

Fees 

Filing  copy  of  charter .  $20  00 

Filing  statement  on  admission .  20  00 

Filing  annual  statement .  20  00 

Agent’s  license  (one  to  a  firm) .  2  00 


Renewal  certificate  of  authority  to  insurance  companies  re¬ 
quired.  Xo  fee  is  charged  for  such  renewal  certificate  except 
under  retaliatory  provisions  of  the  law. 

Other  or  greater  fees  governed  by  retaliatory  provisions,  except 
as  to  assessment  life  companies. 


Fraternal  Beneficiary  Associations 


Fees: 

Filing  copy  of  charter . . .  $10  00 

Filing  annual  statement  .  5  00 

License  (required  on  admission  only) .  5  00 


Taxes. —  Life  companies  are  not  taxed  except  in  retaliation. 
All  other  companies,  2  per  cent,  of  gross  premiums  received  in 
the  state  less  return  premiums  and  reinsurance  premiums  paid. 
Credit  is  allowed  for  payments  to  firemen’s  relief  association  by 
fire  insurance  companies.  Retaliatory  provisions  as  to  greater 
taxes. 

Fraternal  beneficiary  and  assessment  life  associations  are  not 

i/ 

taxed. 

Publication. —  Retaliatory  provisions  govern. 


New  Mexico 

Fees: 

On  admission  .  $150  00 

Filing  annual  statement  .  20  00 

Certificate  of  authority  (annual) .  2  00 

Agent’s  license  after  February  1,.  1909  (each  member  of  firm  re¬ 
quired  to  have  license) .  2  00 
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Copy  of  records,  20  cents  per  folio  and  $1  for  seal. 

Taxes. —  Two  per  cent,  of  gross  premiums  received  in  the  state 
less  returned  premiums. 


Fraternal  Associations 

Fees: 

Filing  annual  statement .  $5  00 

Taxes  —  ISTone. 

Deposit. —  Fire  companies  must  deposit  $10,000  in  cash  or 
prescribed  securities. 

Surety  companies  writing  official  bonds  must  also  deposit 
$10,000  in  cash  or  prescribed  securities. 

Retaliatory  provisions  for  other  or  greater  charges  by  other 


states  or  territories. 

North  Carolina 

Fees: 

On  admission .  $44  00 

Filing  and  publishing  annual  statement . ,  23  00 

Annual  fees,  payable  April  1 .  10  00 

Certificate  of  authority,  life  companies .  250  00 

Certificate  of  authority,  fire,  marine  and  accident  companies .  200  00 

Certificate  of  authority,  all  other  companies  or  associations .  100  00 

Certificate  of  authority,  fraternal  orders .  25  00 

Special  or  district  agent’s  license .  3  00 

Local  or  canvassing  agent’s  license  (individual) .  1  00 

Organizer’s  license  for  fraternal  orders .  3  00 


Taxes. —  Two  and  one-half  per  cent,  of  gross  premiums  on  all 
direct  business  received  in  the  state  less  return  premiums. 

Fire  insurance  companies  are  taxed  in  addition  to  the  above, 
one-fifth  of  1  per  cent,  (semi-annually)  of  their  gross  receipts  to 
defray  expenses  of  investigation  of  incendiary  fires  and  enforcing 
building  laws. 

Return  premiums  deducted  in  making  tax  returns. 

Abstract  of  statement  published  in  one  paper  two  times. 

FT o  license  taxes  or  fees  collected  by  counties,  cities,  or  towns. 

Tax  of  one-half  of  1  per  cent,  on  the  receipts  of  fire  companies 
in  towns  and  cities  complying  with  the  state  building  law  and 
having  fire  departments,  and  at  least  $1,000  equipment,  for  a 
firemen’s  relief  fund. 

Fraternal  orders  are  not  taxed  on  receipts. 
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Publication. —  The  law  requires  the  commissioner  to  make  and 
publish  an  abstract  of  all  financial  statements.  He  collects  a  fee 
of  $9  for  this  purpose.  This  fee  is  included  in  the  admission  fee 
of  $44,  and  in  the  fee  for  filing  annual  statement  of  $23.  The 
general  agents  of  the  companies  are  permitted  to  select  the  news¬ 
papers  if  they  do  s(o  within  thirty  days  after  filing  the  statement. 

The  annual  license  fee  for  companies  entering  the  state,  when 
over  $25,  is  prorated  for  the  unexpired  portion  of  the  fiscal  year. 


North  Dakota 

Fees: 

Filing  articles  of  incorporation .  $25  OO 

Filing  annual  statement  .  10  00 

Certificate  of  authority  .  2  00 

For  each  copy  of  abstract  for  publication .  2  OO 

Agent’s  license  (one  for  each  member  of  a  firm  or  corporation) . .  2  OO 

Filing  annual  report  of  fraternal  beneficiary  associations  and  issu¬ 
ing  permit  .  15  OO 


Copy  of  records,  twenty  cents  per  folio  and  $1  for  seal. 

Retaliatory  provisions  for  other  or  greater  charges  by  other 
states. 

Taxes. —  Two  and  one-half  per  cent,  of  gross  premiums  received 
in  the  state,  less  return  premiums  on  cancelled  policies. 

Publication  of  statement  in  each  judicial  district  where  com¬ 
pany  has  agents  or  transacts  business.  Attended  to  by  department. 


Ohio 

Fees: 

Filing  copy  of  charter  or  articles  of  incorporation .  $25  OO 

Filing  annual  statement  .  20  OO 

Certificate  of  authority,  co-operative  or  assessment  associations..  1  00 

Certificate  of  authority,  all  other  companies .  2  OO 

Agent’s  license,  co-operative  or  assessment  associations  (partner¬ 
ships  licensed  same  as  individuals,  but  corporations  and  each 
officer  or  agent  soliciting  insurance  must  have  separate  license).  1  OO 

Agent’s  license,  all  other  companies  (partnerships  and  corpora¬ 
tions  licensed  same  as  above) .  2  OO 

Certificate  of  compliance,  for  publication  (one  for  each  county  in 

which  there  is  an  agent) .  1  OO 

Copy  of  papers,  twenty  cents  per  folio. 

Certifying  and  affixing  seal  .  1  0O 
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Co-operative  or  assessment  associations  may  pay  $25  for  licenses 
for  all  agents  for  the  year  without  further  charge. 


Fraternal  Beneficiary  Associations 

Fees: 

Filing  annual  statement  and  all  other  papers  and  issuing  license.  .  $25  00 

Taxes. —  Two  and  one-half  per  cent,  of  gross  premiums  re¬ 
ceived  from  policies  covering  risks  written  in  the  state,  less  return 
premiums  paid  and  reinsurance  premiums  received.  Fire  com¬ 
panies  pay,  in  addition,  one-half  of  1  per  cent,  of  gross  fire  pre¬ 
miums  received  in  the  state,  less  return  premiums  paid  and  re¬ 
insurance  premiums  received ,  for  the  maintenance  of  the  office  of 
state  fire  marshal. 

Co-operative  or  assessment  and  fraternal  beneficiary  associations 
are  not  taxed. 

Retaliatory  provisions  for  other  or  greater  charges  by  other 
states. 

Publication. —  Certificate  of  compliance  which  contains  abstract 
of  statement  must  be  published  by  the  company  in  each  county  of 
the  state  where  the  company  has  appointed  agents,  in  a  newspaper 
of  general  circulation  approved  by  the  department  on  or  before 
October  1st. 


Oklahoma 

Annual  Entrance  Fees  ( Article  19,  Constitution'): 


Foreign  life  insurance  companies .  $200  00 

Foreign  fire  insurance  companies  .  100  00 

Foreign  accident  and  health  insurance  companies,  jointly .  100  00 

Foreign  surety  and  bond  companies .  150  00 

Foreign  plate  glass  companies,  not  accident .  25  00 

Foreign  live  stock  insurance  companies .  25  00 

Foreign  fraternal  companies  .  5  00 


Fee  for  Filing  Annual  Statement. —  Foreign  life  and  miscel¬ 
laneous,  reciprocal;  foreign  fire,  reciprocal. 


Agents'  Certificates  of  Authority : 

Foreign  companies,  one  for  each  member  of  firm .  $3  00 

Domestic  companies  .  50 
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Taxes. —  On  gross  premiums,  cancellations  and  reinsurances  in 
authorized  companies  deducted:  Two  per  cent,  per  annum  (article 
19,  section  2,  Constitution).  Life  insurance  companies  deduct 
dividends  paid  to  policyholders  in  making  tax  return. 

Fire  marshal  tax,  one-fourth  of  1  per  cent,  of  gross  premiums. 


Copies  of  Papers: 

Per  folio  .  $0  20 

Affixing  seal  .  1  00 

Oregon 

Fees: 

Filing  title  (fire  companies  only) .  $5  00 

Filing  power  of  attorney  (all  companies) .  5  00 

Filing  annual  statement,  mutual  fire  companies .  10  00 

Filing  annual  statement,  all  other  companies .  5  00 

Annual  license,  fire  and  marine  companies .  150  00 

Annual  license,  life,  accident,  casualty  and  surety  companies .  100  00 

Issuing  certificate  of  deposit,  fire,  marine  and  surety  companies..  5  00 

Certificate  of  authority,  fire,  life,  casualty,  surety  and  accident 

companies .  5  00 

Agent’s  certificate  of  authority,  fire  companies  (expire  Dec.  31st 

of  each  year)  . .  1  00 

Agent’s  license,  life  companies  (annual) .  5  00 

Agent’s  license,  casualty,  marine,  fidelity  and  surety  and  all  mis¬ 
cellaneous  companies  .  1  00 


Custody  of  deposit,  fire  companies,  one-eighth  of  1  per  cent. 
Taxes. —  Two  per  cent,  of  gross  premiums  received  in  the  state, 
less  return  premiums,  losses  paid  and  reinsurance  premiums  paid 
to  authorized  companies. 


Pennsylvania 

Fees: 

Filing  copy  of  charter .  $25  00 

Filing  annual  statement  .  20  00 

Certificate  of  authority,  renewed  annually .  2  00 

Agent’s  license  (one  to  each  member  of  a  firm) .  2  00 


Assessment  Life t  Sick  Benefit  and  Accident  Associations 


Fees: 

Filing  annual  statement  .  $20  00 

Certificate  of  authority,  annually .  2  00 

Agent’s  license  .  2  00 
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Retaliatory  provisions  for  other  or  greater  charges  by  other 
states. 

Taxes. —  Two  per  cent,  of  gross  premiums  received  in  the  state 
less  return  premiums  and  reinsurance  in  authorized  companies. 

Assessment  life,  sick  benefit  and  accident  associations  are  like¬ 
wise  taxed  at  same  rate. 


Rhode  Island 

Fees: 

Filing  copy  of  charter  or  deed  of  settlement .  $30  00 

Filing  preliminary  statement .  20  00 

Filing  annual  statement  .  20  00 

Agent’s  license  (one  to  a  firm) .  2  00 

Broker’s  license  .  10  00 

Printing  and  distributing  abstract  of  annual  statement  (fire  and 

accident  companies  only)  .  1  00 


The  original  certificate  of  authority  to  a  company  is  good  until 
revoked ;  an  annual  fee,  therefore,  for  renewal,  is  not  required. 

Taxes. —  Stock  companies,  two  per  cent,  of  gross  premiums  re¬ 
ceived  in  the  state  less  return  premiums  and  reinsurance  in  au¬ 
thorized  companies,  unless  there  is  a  contract  with  the  reinsuring 
company. 

Mutual  companies,  one  per  cent,  of  premiums  collected  in  the 
state. 

Retaliatory  provisions  for  other  or  greater  charges  by  other 
States. 

Publication. —  Life  companies  are  required  to  publish  abstract 
of  annual  statement  once  a  week  for  three  successive  weeks  in 
March,  in  some  newspaper  published  in  the  county  in  which  the 
general  agency  is  located. 

Agents  of  fire  companies  and  general  agents  of  life  and  accident 
companies  are  required  to  file  bonds  with  the  genera]  treasurer, 
in  such  sums  as  he  may  designate.  A  bond  of  $200  is  required  of 
agents  of  fire  and  accident  companies,  and  from  $500  to  $1,000 
of  agents  of  life  companies. 
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South  Carolina 

Annual  Admittance  License  Fees  for  Companies  of  Other 
States  and  Countries  to  do  Business: 


Annual  state  license  fee  for  all  companies .  $100  00 

Annual  insurance  department  license  fees  as  follows: 

Life  insurance  .  50  00 

Fire  insurance,  including  marine .  40  00 

Marine  insurance  only .  15  00 

Accident  and  health  insurance., .  40  00 

Casualty  insurance  (which  is  taken  to  mean  all  forms  of  in¬ 
demnity  to  the  insured  for  loss  on  account  of  damage  to 

things  or  to  persons  other  than  himself) .  40  00 

Surety  insurance  (which  means  all  forms  of  indemnity  to  the  in¬ 
sured  on  account  of  misfeasance,  default  or  debt  of  another)  .  .  40  00 

All  forms  of  insurance,  not  included  above .  50  00 


Additional  License  Fees 

On  June  30th  and  December  31st  each  year  all  companies  are 
required  to  pay  2  per  cent,  on  premiums  collected,  less  dividend 
credits  and  return  premiums.  If  one-quarter  of  the  reserve  on 
South  Carolina  policies  is  invested  in  state,  county  and  municipal 
bonds,  first  mortgage  bonds  of  real  estate,  first  mortgage  bonds  of 
solvent  domestic  corporations,  whose  property  is  situate  entirely 
within  the  state,  a  reduction  of  one-fourth  of  1  per  cent,  is  allowed ; 
so  that,  if  the  full  reserve  is  so  invested,  this  additional  license 
fee  is  1  per  cent,  on  premiums  collected,  less  dividend  credits  and 
return  premiums.  Ho  other  state  and  county  taxes  are  assessable. 
Municipal  license  fees  are  permitted. 

Fire  companies  pay  a  firemen's  fund  tax  of  1  per  cent,  on  pre¬ 
miums  collected  in  towns  having  a  fire  department  and  fire  ap¬ 
paratus  of  $1,000  and  upwards  value. 

Fire  companies  pay  in  addition  a  fire  inspection  tax  of  one- 
tenth  of  1  per  cent,  of  gross  premiums  received  in  the  state,  pay¬ 
able  semi-annually  to  the  insurance  commissioner. 


South  Dakota 

Fees: 

Filing  articles  of  incorporation  or  charter .  $25  00 

Filing  annual  statement  .  25  00 

Agent’s  license  .  2  00 

Copy  for  publication  (not  required  of  fraternal  orders) .  2  00 

Companies’  license,  annual  .  2  00 

Agent’s  license,  fraternal  .  50 
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Copies  of  records,  twenty  cents  per  folio  and  $1  for  seal. 

Taxes. —  Two  and  one-half  per  cent,  of  gross  premiums  re¬ 
ceived  in  the  state,  less  return  premiums  on  cancelled  policies 
and  reinsurance  in  authorized  companies.  Also  fire  marshal  tax 
of  one-half  of  1  per  cent,  on  net  fire  premium  receipts.  Assess¬ 
ment  companies,  2  per  cent,  of  gross  premiums  received.  Xot 
required  of  fraternal  organizations.  Stock  and  old  line  life 
companies,  tax  of  2%  per  cent. 

Publication - — Annual  statement  must  be  published  in  each 
judicial  district  in  which  there  are  policies  issued.  ISTot  required 
of  fraternal  orders.  Attended  to  by  department. 

Retaliatory  provisions  for  other  or  greater  charges  by  other 
states. 


Tennessee 

Fees  on  Admission: 

Collected  by  the  insurance  department: 

Fraternal  orders  .  $10  00 

All  other  companies  .  30  00 

Collected  by  the  secretary  of  state: 

Filing  copy  of  charter  of  all  companies  and  fraternal  orders .  20  00 


Tax  for  Filing  Copy  of  Charter  of  All  Stoch  C ompanies  Graded 


as  Follows: 

Companies  of  $50,000  and  less .  $50  00 

Companies  of  over  $50,000  and  less  than  $100,000 .  100  00 

Companies  of  $100,000  and  less  than  $200,000 .  150  00 

Companies  of  $200,000  and  less  than  $300,000 .  200  00 

Companies  of  $300,000  and  less  than  $400,000 .  250  00 

Companies  of  $400,000  and  less  than  $500,000 .  300  00 

Companies  of  $500,000  and  less  than  $750,000 .  400  00 

Companies  of  $750,000  and  less  than  $1,000,000 . . .  500  00 

Companies  of  $1,000,000  and  less  than  $2,000,000 .  750  00 

Companies  of  $2,000,000  and  less  than  $5,000,000 .  1,000  00 


Companies  of  $5,000,000  authorized  capital  stock  and  over  shall 
pay  $1,500  ;  provided  that  any  company  chartered  under  the  laws 
of  another  state  desires  to  locate  its  principal  office  and  do  all  of 
its  business  in  and  from  Tennessee  and  have  all  or  its  main  prop- 
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erty  holding  in  Tennessee,  it  shall  then  pay  a  privilege  tax  of 
one-tenth  of  1  per  cent,  on  the  authorized  capital  stock,  just  as 
domestic  corporations  are  now  required  to  do ;  provided,  also,  that 
insurance  companies  shall  be  credited  by  the  amount  of  fees  paid 
to  the  insurance  commissioner  upon  entering  the  state  to  do 
business. 


Annual  Fees : 

Filing  annual  statement,  life  companies .  $25  00 

Filing  annual  statement,  fraternal  orders . .• .  10  00 

Filing  annual  statement,  all  other  companies .  15  00 

Certificate  of  authority  (one  to  each  member  of  a  firm) .  2  00 


Valuing  life  policies,  two  cents  for  each  $1,000  of  insurance  in 
force. 

Taxes. —  Two  and  one-half  per  cent,  of  gross  premiums  received 
in  the  state,  less  return  premiums  and.  cash  dividends,  payable 
semi-annually. 

Each  agent  must  pay  the  following  occupation  tax : 


Beginning  business  in  first  quarter  of  the  year .  $10  00 

In  second  quarter  .  7  50 

In  third  quarter  .  5  00 

In  fourth  quarter  .  2  50 


Fraternal  orders  pay  no  taxes  and  are  not  permitted  to  employ 
agents. 

Copy  of  records,  twenty  cents  per  folio  and  $1  for  seal. 

FTo  publication  required. 


Texas 

Fees: 

Filing  charter,  or  amendment,  or  certified  copy  of  same . 

Fiiincr  annual  statement  . 

O 

Issuing  license  . 

Two  certificates  of  compliance  for  publication,  50  cents  each 

General  agent’s  state  occupation  tax . 


$25  00 
20  00 
1  00 
1  00 
50  OO 


(General  agents  of  life  companies  pay  no  tax.) 
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Fraternal  Beneficiary  Associations 

Fees: 

Certificate  of  authority  . 

Solicitor’s  or  deputy’s  license . 


$10  00 
1  00 


Taxes. —  Two  and  six-tenths  per  cent,  of  gross  premium  re¬ 
ceipts  of  fire,  marine,  casualty,  credit  guarantee  and  miscellaneous 
companies. 

Three  per  cent,  of  gross  premium  receipts  from  life  insurance 
companies,  provided,  however,  that  if  30  per  cent,  of  the  reserve 
apportioned  on  account  of  policies  of  insurance  written  upon  lives 
of  citizens  of  Texas  is  invested  in  promissory  notes  or  other  obliga¬ 
tions  secured  by  mortgage,  deed  of  trust  or  other  lien  on  Texas 
real  estate,  the  tax  shall  he  2.6  per  cent.;  and  when  60  per  cent, 
of  its  total  Texas  reserve  has  been  so  invested,  the  tax  shall  be 
2.3  per  cent.,  and  when  75  per  cent,  of  its  total  Texas  reserve  has 
been  so  invested  the  tax  shall  be  reduced  to  2  per  cent. 

Publication. —  Certificate  of  compliance  must  he  published  by 
company  for  three  successive  weeks  in  two  newspapers. 


Utah 

Admission  Fees: 

Filing  certified  copy  of  articles  and  by-laws .  $50  00 

Filing  acceptance  of  the  provisions  of  the  Constitution .  3  00 

Annual  Fees: 

Filing  annual  statement  .  50  00 

Filing  list  of  authorized  attorneys .  1  00 

Preparing  abstract  of  annual  statement  for  publication .  5  00 

Certificate  of  authority,  renewable  annually .  5  00 

Agent’s  license  (one  to  a  firm) .  2  00 


Taxes. —  All  insurance  companies  engaged  in  the  transaction  of 
business  of  insurance  in  this  state  shall  annually,  on  or  before 
the  first  day  of  March  in  each  year,  pay  to  the  commissioner  of 
insurance  1%  per  cent,  of  the  gross  amount  of  premiums  received 
less  the  amount  of  all  premiums  returned,  within  this  state,  dur¬ 
ing  the  year  ending  the  previous  31st  day  of  December;  provided, 
that  if  any  insurance  company  shall  have  paid  a  property  tax 
during  said  year,  it  shall  be  entitled  to  deduct  from  the  tax  therein 
provided  the  amount  of  such  property  tax  paid  for  general  state 
purposes. 
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Publication. —  Abstracts  of  statements  must  be  published  four 
times  within  thirty  days  after  issuance  of  company’s  certificate 
of  authority  in  each  year.  Companies  may  select  the  papers  in 
which  publication  is  made,  but  they  must  be  of  those  published  at 
the  capital. 


Vermont 

Fees: 

Filing  copy  of  charter .  $30  00 

Filing  annual  statement .  20  00 

Certificate  of  authority  (renewed  annually) .  5  00 

Agent's  license  (one  to  each  member  of  a  firm) .  2  00 


Fraternal  Beneficiary  Associations 


Fees: 

Permit  to  do  business .  5  00 

Filing  charter  .  5  00 

Filing  annual  statement .  5  00 

Filing  any  additional  papers  required  by  law .  25 


Retaliatory  provisions  for  other  or  greater  charges  by  other 
states. 

Taxes. —  Two  per  cent,  of  premiums  and  assessments  received 
in  the  state,  less  return  premiums,  cash  dividends  paid  to  policy¬ 
holders  in  the  state  and  reinsurance  in  authorized  companies  on 
risks  for  which  the  full  premium  has  been  collected  by  the  com¬ 
pany  making  the  return. 

A  franchise  tax  of  $10  for  the  first  $50,000  of  capital  or  de¬ 
posit,  and  $5  for  each  additional  $50,000,  or  part  thereof,  the 
whole  not  to  exceed  $50,  is  collected  from  stock  companies. 


Virginia 

Fees  on  Admission: 

Stock  companies  with  $50,000  or  less .  $30  00 

Stock  companies  with  $50,000  and  not  to  exceed  $1,000,000,  60 
cents  per  thousand  or  fraction  thereof. 

Over  $1,000,000  and  not  to  exceed  $10,000,000 .  1,000  00 

Over  $10,000,000  and  not  to  exceed  $20,000,000 .  1,250  00 

Over  $20,000,000  and  not  to  exceed  $30,000,000 .  1,500  00 

Over  $30,000,000  and  not  to  exceed  $40,000,000 .  1,750  00 

Over  $40,000,000  and  not  to  exceed  $50,000,000 .  2,000  00 

Over  $50,000,000  and  not  to  exceed  $60,000,000 .  2,250  00 

Over  $60,000,000  and  not  to  exceed  $70,000,000 . 2,500  00 

Over  $70,000,000  and  not  to  exceed  $80,000,000 .  2,750  00 
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Over  $80,000,000  and  not  to  exceed  $90,000,000 .  $3,000  00 

Over  $90,000,000  .  5,000  00 

Mutual  companies  .  50  00 

Filing  charter,  per  folio .  0  50 

Recording  power  of  attorney .  1  00 

Seal .  5  00 

Annual  Fees: 

Specific  license  tax,  live  stock  companies .  100  00 

Specific  license  tax,  all  other  companies .  200  00 

Additional  license  to  foreign  and  domestic  companies .  5  00 


For  a  license  granted  for  less  than  a  year  the  specific  tax  thereon 
shall  bear  such  proportion  to  the  whole  specific  annual  tax  as 
the  space  of  time  between  granting  the  same  and  the  30th  day 


of  April  bears  to  the  whole  year. 

Agent’s  registration  fee  for  each  company  represented .  1  00 

Annual  Registration  Fees: 

Mutual  companies  and  companies  with  capital  of  $15,000  or  less..  5  00 

Stock  companies  with  capital  of  $15,000  to  $50,000 .  10  00 

Stock  companies  with  capital  of  $50,000  to  $100,000 .  15  00 

Stock  companies  with  capital  of  $100,000  to  $300,000 .  20  00 

Stock  companies  with  capital  of  more  than  $300,000 .  25  00 

For  copies  of  records,  per  page .  20 

Tax  on  seal .  1  00 


All  licenses  expire  on  the  30th  day  of  April,  except  fraternal 
beneficiary  associations,  which  expire  December  31st. 

Certificates  of  registration  expire  July  15th. 

Taxes. —  Sick  benefit  companies,  one-half  of  1  per  cent. ;  life, 
health  and  live  stock  companies,  1.4  per  cent,  of  gross  premiums 
or  assessments  received  in  the  state  or  obligations  taken  therefor, 
during  the  previous  year. 

All  other  companies  1%  per  cent,  of  such  receipts  or  obligations. 

Stock  or  legal  reserve  fire  insurance  companies  whose  gross 
premium  receipts  less  return  premiums  upon  cancelled  policies 
shall  not  exceed  $100,000,  shall  pay  a  sum  equal  to  1.4  per  cent, 
upon  the  gross  income. 

Purely  mutual  fire  insurance  companies  not  designed  to  ac¬ 
cumulate  profits  for  the  stockholders  or  members,  chartered  by 
and  doing  business  solely  in  this  state,  and  legal  reserve  life  in¬ 
surance  companies  whose  entire  premium  income  upon  all  its 
business  doe3  not  exceed  $500,000,  shall  pay  1  per  cent,  upon 
gross  premium  collections  without  any  deduction  for  dividends 
paid  or  premiums  returned. 
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One-tenth,  of  1  per  cent,  (or  less,  at  discretion  of  the  commis¬ 
sioner)  of  gross  premiums  or  assessments  received  in  the  state  or 
obligations  taken  therefor  during  previous  year  for  maintaining 
the  bureau  of  insurance. 

Deposit. — Stock  companies,  except  those  doing  marine  business 
only,  are  required  to  deposit  securities  to  the  amount  of  5  per  cent, 
of  capital;  but  such  deposit  shall  not  be  less  than  $10,000,  and 
need  not  be  more  than  $50,000.  The  amount  of  deposit  required 
of  mutual'  companies  is  fixed  by  the  state  corporation  commis¬ 
sion,  and  shall  pay  to  the  state  treasurer  an  annual  fee  of  one- 
twentieth  of  1  per  cent,  of  the  deposit. 

Publications  not  required.  Retaliatory  provisions  prevail. 

Washington 

Entrance  of  Authorization  of  All  Companies  Except 
Fraternal  Associations: 

For  filing  articles  of  incorporation  or  charter,  or  certified  copy  of 

articles  or  charter,  by-laws  or  other  record  of  organization .  $25  00 

For  issuing  certificate  of  authority.. .  10  00 

Filing  appointment  of  attorney  to  accept  service .  1  00 

Total .  $36  00 

Annual  and  Miscellaneous  Fees: 

Certificate  of  authority  (renewable  annually) .  10  00 

Filing  annual  statement  of  condition  and  report  of  Washington 

business .  20  00 

Filing  amended  articles  of  incorporation  or  charter .  10  00 

Filing  miscellaneous  papers  (each) .  1  00 

Certificate  under  seal .  1  00 

Certified  copies  of  papers  (per  folio) .  20 

Agents’  Licenses: 

Agent’s  license  (fire,  life  or  miscellaneous) .  2  00 

Solicitor’s  license  (fire,  life  or  miscellaneous) .  2  00 

Broker’s  license  .  100  00 

Agent’s  license  to  act  for  unauthorized  companies .  100  00 

'Note:  Agent’s  license  may  be  issued  to  a  firm  or  corporation  and  if  so 

issued  must  bear  the  name  of  each  member  of  the  firm  or  corporation  who 
participates  in  writing  insurance  therefor.  Licenses  may  be  transferred. 

Fraternal  Beneficiary  Associations 

Filing  articles  and  issuing  certificate  of  authority  upon  entrance..  $10  00 
Annual  license  or  renewal  of  certificate  of  authority .  10  00 


I 


Fees  axd  Taxes  Charged  by  Other  States 


1109 


All  licenses  and  certificates  of  authority  expire  April  1st. 

No  advertisement  or  publication  of  annual  statement  required. 
Reciprocal  laws  in  force  and  where  fees  of  other  states  are 
greater  for  like  services,  as  above  enumerated,  then  the  greater 
fee  is  required. 


West  Virginia 

Fees: 

Annual  license  fee .  $10  00 

Filing  annual  report .  10  00 

Annual  fee  to  state  auditor  for  acting  as  attorney  to  accept  service 

of  process  .  10  00 

Certificate  of  valuation .  5  00 

Certificate  of  authority  to  each  agent .  5  00 

For  filing  each  additional  paper  required  by  law .  25 


Taxes. —  Two  per  cent,  of  gross  premiums  received  on  business 
written  or  received  in  the  state  less  premiums  returned  for  can¬ 
celled  policies. 

A  tax  of  one-half  of  one  per  cent,  upon  above  premiums  of 
fire  companies  to  defray  expenses  of  fire  marshal. 

Publication  of  annual  statement  not  required. 

Although  two  per  cent,  of  gross  premiums,  etc.,  is  the  state  tax, 
no  premiums  are  taxed  twice;  i.  e.,  in  case  of  reinsurance  only 
one  company  pays,  as  determined  by  the  contract  of  reinsurance 
between  the  companies. 


Wisconsin 

Fees : 

Filing  annual  statement,  all  companies  and  associations .  $25  00 

Publication  of  application  of  new  companies .  10  40 

Licenses: 

Life,  assessment  life  and  stipulated  premium  companies. .  300  00 

Assessment  , accident  associations .  25  00 

Agents’  licenses: 

Fire  and  marine  companies,  one  to  each  member  of  a  firm .  1  00 

All  other  companies,  one  to  each  member  of  a  firm .  1  00 


Taxes. — Fire  and  marine  companies  2  per  cent,  of  gross  pre¬ 
miums  received  in  the  state,  on  direct  business,  less  return  pre¬ 
miums  and  cancellations  on  direct  business. 
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Fire  companies  pay  in  addition  to  above  three-eighths  of  one  per 
cent,  of  gross  premiums  to  defray  expenses  of  fire  marshal.  Also 
a  tax  of  two  per  cent,  of  all  premiums  received  in  cities  or  towns 
having  fire  departments  fulfilling  standard  conditions.  Tax  must 
be  paid  on  February  1st,  for  the  preceding  year  ending  January 
1st.  Casualty  and  surety  companies  two  per  cent,  of  gross  pre¬ 
miums  received  in  the  state,  without  deduction. 

Retaliatory  provisions  for  other  or  greater  charges  by  other 
states. 

Memorandum. —  The  insurance  commissioner  of  Wisconsin  advises  that  in 
collecting  the  one  per  cent,  tax  on  premiums,  charged  New  York  life  insur¬ 
ance  companies,  he  will  allow  a  deduction  therefrom  of  the  license  fee  of  $300 
which,  may  have  been  collected  by  him  from  such  companies  with  the  express 
agreement  that  the  New  Yrork  insurance  department  shall  not  collect  said 
“license  fee”  from  Wisconsin  life  insurance  companies  doing  business  in 
New  York  state. 


■Wyoming 

Fees: 

Filing  statement  and  charter  with  application .  $50  00 

Filing  annual  statement .  25  00 

Acceptance  of  state  constitution .  2  50 

Agent’s  license .  1  00 


Copy  of  records,  fifteen  cents  per  folio  and  fifty  cents  for  seal. 
Taxes . —  Two  and  one-half  per  cent,  of  gross  premiums  col¬ 
lected  in  the  state.  TTo  allowance  for  return  premiums. 


Fraternal  and  Beneficiary  Associations 

Fees : 

Filing  statement  and  charter  with  application . 

Filing  annual  statement . 

Acceptance  of  state  constitution . 

~No  taxes  or  agents’  licenses. 

Publication  of  abstracts  of  annual  statements  once  in  two 
papers,  one  paper  of  which  must  be  published  at  the  capital. 
Companies  select  the  papers. 


$15  oo 

10  oo 

2  50 
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26 
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F. 

Fiscal  Supervisor  of  Charities,  annual  report . 

Forestry,  special  report  of  Conservation  Commission  on  efficiency  of  Top 
lopping  law  . 
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54 


46 


G. 

C.  A.  R.,  47th  Annual  Encampment,  abstract  of  general  orders  and  pro¬ 
ceedings  . 

Governor,  message  . 


32 

2 


H. 

Health  Department,  annual  report .  33 

Health  officer,  Port  of  New  York,  annual  report .  6 

Highways,  State  Commission,  annual  report .  11 

Hospital  Commission,  annual  report .  27 


I. 

Index  to  Assembly  bills  of  1013,  supplemental .  63 

Institution  for  the  Improved  Instruction  of  Deaf  Mutes,  New  York, 

annual  report  .  40 

Insurance  Superintendent,  annual  report .  25 

Investigating  Committee,  report . extra  session  2 


J. 

Jewish  Protectory  and  Aid  Society,  annual  report . 

Joint  Legislative  Investigating  Committee,  report . extra  session 


55 

2 


L. 

Labor  Commissioner,  annual  report .  48 

Lake  George,  high  and  low  water  in,  report  of  Conservation  Commission.  56 

Land  Office,  report  of  Commissioners  in  relation  to  escheated  lands .  23 

Le  Couteulx  St.  Mary’s  Institution  for  the  Improved  Instruction  of  Deaf 

Mutes,  annual  report .  43 

Legislative  Investigating  Committee,  report . extra  session  2 

Library,  State,  annual  report .  47 

Lumbering,  special  report  of  Conservation  Commission  on  efficiency  of  Top 
lopping  law  . 46 


M. 

Malignant  Diseases,  Institute  for  the  Study  of,  annual  report  of  Trustees.  45 

Members  of  the  Assembly,  list .  1 

Municipal  accounts,  special  report  by  Comptroller . 62 

Museum,  State,  annual  report .  34 

N. 

New  York  Hospital,  Society  of,  annual  report .  41 

New  York  Hospital  for  the  Care  of  Crippled  and  Deformed  Children, 

annual  report  .  38 

New  York  Institute  for  the  Education  of  the  Blind,  annual  report .  5 

New  York  Institution  for  the  Improved  Instruction  of  Deaf  Mutes,  annual 

report  . ' .  49 

New  York  Institution  for  the  Instruction  of  the  Deaf  and  Dumb,  annual 

report  .  51 

New  York  Society  for  the  Prevention  of  Cruelty  to  Children,  annual 
report  .  61 
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New  York  State  Bridge  and  Tunnel  Commission,  annual  report .  60 

New  Y7ork  State  Library,  annual  report .  47 

New  Y7ork  State  Museum,  annual  report .  34 

New  York  State  School  for  the  Blind,  annual  report .  16 

New  Y7ork  State  School  of  Agriculture,  Alfred  University,  annual  report.  19 

New  York  State  Soldiers  and  Sailors’  Home,  Bath,  annual  report .  8 

Niagara  State  Reservation,  annual  report  of  Commissioners .  44 

Northern  New  Y’ork  Institution  for  Deaf  Mutes,  annual  report .  37 


0. 

Oxford,  YY  Oman’s  Relief  Corps  Home,  annual  report 


13 


P. 

Palisades  Interstate  Park,  annual  report .  4 

Port  of  New  Y7ork,  Health  officer,  annual  report .  6 

Probation  Commission,  annual  report .  52 

Public  Buildings,  report  of  the  Trustees .  22 


R. 

Roads,  see  Highways. 

Rome,  Central  New  York  Institution  for  Deaf  Mutes,  annual  report....  50 
Rome  State  Custodial  Asylum,  annual  report .  20 

S. 

Secretary  of  State,  annual  report  on  statistics  of  crime .  40 

Society  of  the  New  Y7ork  Hospital,  annual  report .  41 

Spanish  War  Veterans,  annual  report .  31 

Standing  Committees,  see  Committees. 

State  boards,  commissions  and  departments,  see  specific  names  of. 

Statistics  of  crime,  annual  report  of  Secretary  of  State .  40 

Sulzer,  William,  proceedings  of  Court  for  Trial  of  Impeachments .  3 

extra  session 

Supplemental  index  . .  63 

Surrogates.  New  Y’ork  State  Association  of.  report  of  Revision  Committee.  35 
Syracuse  State  Institution  for  Feeble-Minded  Children,  annual  report.  ...  39 


T. 

Top  lopping  law,  special  report  of  Conservation  Commission  on  efficiency 

of  . 

Treasurer,  State,  annual  report . 

Trees,  special  report  of  Conservation  Commission  on  efficiency  of  Top 
lopping  law  . 


46 

17 

46 


U. 

United  Spanish  War  Veterans,  annual  report . 

V. 

Veterinary  College,  State,  annual  report . 

W. 

Water  conservation,  minority  report  of  Joint  Committee  on 

Watkins  Glen  Reservation,  annual  report . 

Western  House  of  Refuge  for  Women,  Albion,  annual  report 
Woman’s  Relief  Corps  Home,  Oxford,  annual  report . 
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